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Brief Summary

The third meeting of the Standing Committee on Finance (SCF) took place in Bonn from the
8th to the 10th March 2013. The SCF has been established by the Conference of the Parties to
the UNFCCC to assist the Conference of Parties (COP) in exercising its functions with respect
to the financial mechanism of the Convention.

At this meeting the debate took place in both; plenary and in breakout sessions. In the plenary,
Committee members discussed on the relevance of each item with regard to their core mandate
as well as key elements of deliverables for the meeting. Later on, Board members were
divided, depending on their interests, into breakout sessions along the item on the agenda with
the view of making recommendation in the plenary for adoption by all board members, The
outcomes of key items of agenda summarised in this briefing are the following: a) Fifth review
of the Financial Mechanism (FM); b) Arran gements between the COP and the GCF; c¢) The
organisation of the SCF’s forum; d) T he expert inputs to the 2013 work programme of long
term finance.

This report paper summarises the key decisions taken during the third meeting of the SCF.
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1 Executive Summary

From the 8th to the 10th March 2013, th e Standing Committee on Finance (SCF)
held its third meeting in Bonn. This m eeting took place only a few days prio r to
the third meeting of the Green Clim ate Fund (GCF) scheduled in Berlin from
March 12th to the 15th.

The SCF has been established by the Conf erence of the Parties to the UNFCCC
to assist the Conference of Parties (COP) in exercising its functions with respect
to the financial m echanism of the Conve ntion, in terms of improving coherence
and coordination in the delivery of climate change financing, rationalization of the
financial mechanism, mobilization of financial resources and m easurement,
reporting and verification of support provided to developing country Parties.

At this meeting the debate took place in both plenary and in breakout sessions. It
should be highly appreciated that the Committee Co-Chairs and also the members
were very open in encouraging contributions from the observers, who could attend
the breakout sessions and engage in the discus sions. In the plenary, c ommittee
members discussed on the relevance of  each item with regard to their cor e
mandate as well as key elem ents of deliverables for the m eeting. Later on, Board
members were divided, depending on their interests, into breakout sessions along
the item on the ag enda with the view of making recommendation in the plenary
for adoption by all board m embers. The key items on the agenda of the third
meeting of e SCF were the following:

a) Inputs of the SCF on the fifth review of the Financial Mechanism (FM);
b) Arrangements between the COP and the GCF;

c¢) The organisation of the SCF’s forum;

d) The expert inputs to the 2013 work programme of long term finance.

2 Inputs of the SCF on the fifth review of the
Financial Mechanism (FM)

In Doha, the COP requested the SCF pursuant to its mandate anchored in decision
2/CP.17, paragraph 121(e) to initiate the review of the Financial Mechanism
(FM), taking into account existing guidelines and recent developments within the
FM [..] to further amend the guidelines for the review of the financial mechanism,
and to provide draft updated guidelines for consideration and adoption by the
COP at its nineteenth session, with a view to finalizing the fifth review of the
financial mechanism for consideration by the COP at its twentieth session.

The guidelines for the revi ew were lastly updated in 2007 at COP13 in Balj,
broadening the scope of the review to ~ matters related to Article 11.5 of the
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Convention, which addresses bilateral, regional and multilateral climate finance
going through other channels than the o fficial operating entities of the FM. The
decision from Doha furtherm ore provides some guidance for am ending the
guidelines through m andating to take into account information from fast-start
finance, the work of the Green Climate F und, the initial review of the Adaptation
Fund and the work programme on long-term finance.

A briefing paper prepared by Germ anwatch and CDKN in the context of the
Climate Finance Advis ory Service (CFAS) outlin es some m ore background
information on past reviews of the FM as  well as expectations towards the fifth
review.

With regard to the review of the FM, SCF members discussed among others about
the timeline for the rev iew and particularly about elements to be am ended and
updated in the guidelines of the revi  ew drawing upon the lessons from  the
previous reviews.

Some members were of the view that the guidelines are still up to date, and given
the time constraint until the finalization of the review, the exercise in their view
should be not to update the gui delines, but rather should st rive to respond to "the
why the implementation of those guidelines were not successful".

Other members listed several shortcomings and limits of the previous reviews and
recalled that the upcoming review should pay due attention to the evolving nature
of climate change and related financial architecture, and goes beyond the scope of
the Convention. The Doha decision alread y indicates that there have been
important developments in the climate finance arena. It is now therefore important
to assess whether this could be captured through the ex isting guidelines or not. In
doing so, itis not on ly important to assess the guidelines and update them as
necessary, but also to bear in mind that the SCF is itself a new development of the
FM. Hence, the review should be regarded as mean to fulfil the core functions of
the SCF and go along those guidelines.

An important point of disc ussion was further whether th e scope of the review is
only related to recommendations to the operating entities (the GEF and now the
Green Climate Fund), or whether itis about the broader fina ncial architecture,
which was the understanding of other SCF members.

So far the previous review was undertaken in the context of the replenishm ent
process of the GEF, which was until the fourth review, the only operating entity of
the FM. In addition, som e members highlighted then eed to commission
independent evaluation of the operating en tities, in con trast of relying on the
evaluation findings of the Evaluation Offi ce of the different operative entities.
This would be in line w ith the decision from Durban taken related to the SCF.
Moreover it was also suggested to consider performance indicators to measure the
conformity of the operating entities w  ith the guidance and aspects such as
institutional effectiveness and efficien cy. Some SCF me mbers also highlighted
that only recently Parties have made submissions on what elem ents they want to
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have included in the fifth review and which have not yet been taken into account
in the discussions.

After discussion, it was decided thatth e SCF should proceed as follows with
regard to the review. Regarding the guideli nes, it was agreed that the current one
will serve as basis of the review an d could be updated, as deem ed as necessary,
taking into account the new developm ents within the FM and subm issions from
Parties. To start as soon as possible with the preparation of the technical work, it
was agreed to aim for provisionally finalising the guidelines by the next m eeting
of the SCF which will be probably held in June. The am ended guidelines would
then still have to be considered and approved by COP19.

In addition the SCF should allow an enhance  d exchange with the institu tions
which are primarily subject to the review, the GEF and the GCF. In this particular
regard, it was decided that som e SCF members should attend for instance the
meeting of the GEF Council. A core team of four SCF members has been set up,
with additional members participating in accordance with thei r availability and
interests to work on e lements of the r eview, with the view of finalising the
guidelines at the next meeting of the SCF.

3 Arrangements between the COP and the
GCF

At COP 18, the COP requested the Standing Committee on Finance (SCF) and the
Green Climate Fund Board (GCF) to deve lop the arrangements between the COP
and the Fund, in accordance with the governing instrument of the GCF and Article
11.3. This should then be agreed by the Green Clim ate Fund Board and
subsequently by COP 19. In order to fulfil this m andate, the SCF members held a
virtual meeting in January 2013, during wh ich a call for subm issions of views
from SCF members on this matter was made. Five committee members responded
to this call in for m of email suggestion or providing a draf t decision document
covering all elements of the arrangement.

The COP and GCF arrangement is perceived as one of the sensitive item s to be
addresed this year. In the SCF m eeting, the first discussion on this m atter dealt
with the role of the SCF and the dif ferent decisions that should serve as basis of
the arrangement. Some members, mainly from developed countries, were of the
view that paragraphs 4-6 of the GCF inst rument, taken together with Article 11 of
the Convention, form a sufficient basis for the arrangem  ents. They therefore
claimed that the arrang ement is a proce dural one striving to give a technical
interpretation/operationalisation of existing provision on the arrangem ents. In
doing so, the only appropriate option would be to firstly set a jo int task force
consisting of a few members and Co-Chairs of the GCF Board and the SCF. This
task group would work intersessionally work on the arrangements.
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Other members mainly from developing countries were of the view that the
mandate was to co-develop an arrangement with the GEF. The prov isions of the
governing instrument and Art. 11.3 are surely the foundation of the arrangements,
but it is questionable whether it suffices for an arrangement that is supposed to be
long lasting. Therefore, the SCF should ag ree on the modalities and elements of
the arrangements as well as the s equence of work between the SCF and the GCF
Board.

In the breakout session, the discussion was focused on the elem ents of the

arrangements and the further process to engage with the GCF. Agreement was

reached on these matters after very intense and partially controversial discussions.
Given the remaining time until the COP, committee m embers recognised the
urgency to agree the modalities of cooperation with the GCF Board.

The SCF managed to agree on a list of po  ssible elements for the arran gements
between the COP and the GCF with which it will now enter into discuss ion with
the GCF Board:

1) Preamble, 2) Purpose of the arrangem  ents, 3) Determ ination and
communication of the guidance ofth e COP, 4) Confor mity with C OP
guidance, 5) Reconsideration of funding decisions, 6)Report of the GCF to
the COP, 7) Dete rmination and provide periodic review of funding
necessary and available,,8) _ Cooperation between secretariats, 9)
Representation inm eeting of go verning bodies, 10) Review and
Evaluation of the financial mechanism and 11) Review of the
arrangements.

In the discussion that lead to thos e elements, some members cautioned not to
attempt to micro-mange the GCF. Others pointed out that the elem ents selected
have largely emanated from the Memorandum of Understanding between the COP
and the GEF, and experiences showed that the COP never m icro-managed the
GEF.

The main controversial element of the COP GCF arrangement discussion at the
meeting was related to the m  obilization of resources the fund, m eaning the
funding flowing into it and the instrum ents that could generated the resources.
Also here, there were two groups. The first group assuming that the governing
instrument refers to alternative sources of finance and therefore the GCF should
report to the COP on the source o f finance indicating those mobilized through
alternative sources. The other group makes clear that the mobilisation of funding
should by no mean be subject of th e arrangement. Simply because not the COP,
but contributing Parties have to decide  on the source of finance they wish to
channel through the GCF.
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An agreement on this matter could only be reached in the sense that mobilisation
of resources was not included in the list of possible elements. But the report of the
meeting should address that the discussions on this matter will be continued.

A letter was prepared by the SCF which will serve as communication between the
SCF and the GCF Board. It was agreed th at the Co-Chairs of the SCF s hould be
mandated to develop with the GCF Boar d the draft arrangem ents based on the
proposed elements agreed by the S CF and the GCF Board. Mem bers of both
bodies could, accordin g to the agreem ent in the SCF, input into the process
through their Co-Chairs. The GCF Board m eeting in Berlin could serve as a good
opportunity to have a first m eeting. Given the draft arrangements would have to
be finalised by the third m eeting of the GCF Board which is scheduled for
September, it would be im portant to m ake substantial progress on this issue
already by the next meeting of the GCF Board/SCF (likely in June). The schedule
proposed by the SCF suggests to have a first draft of the arrangem ents ready by
then, and a final draft for September. It will be interesting to see how the GCF
Board will follow up on this discussion.

4 The organisation of the SCF's forum

The COP, at its seven teenth session in Durban, agreed on the func tions and
activities of the SCF, including the organization of a forum for the communication
and continued exchange of infor mation among bodies and entities dealing with
climate change finance, in order to prom ote linkages and coherence. In Doha, the
COP encouraged the SCF to f acilitate the participation of the private sector,
financial institutions and academia in the forum activities. In term s of the form at
of the forum, the delivery of the forum may make use of a range of different
discussion formats, including roundtable s, presentations, panel discussions,
consultations, and others, which may run  simultaneously as appropriate. At its
second meeting, the SCF decided on types of forum. The virtual forum, which
will allow on-going inte ractions and continued exchanges of information to take
place between all climate finance stakeholders. The second type is an in-person
one, which will take place one or two times a year. The in-p erson will take place
back to back or prior to international meetings dealing with climate finance.

The SCF discussed the preliminary elements of the forum of the SCF in the
second SCF meeting held in October 2012. It then decided that the chair and vice-
chair would undertake intersessional wo rk including on the preparation of the
forum of the SCF. The interssessional wo  rk took place in form  of a virtual
meeting. Board members participated on a voluntary basis to work on the details
and implementation plan and to present a proposal to the SCF at its 3rd meeting in
Bonn in March.

It became clear in the plenary as well as in the breakout group sessions that there
were no notable divergences among SCF members on the objectives of the forum.
The fact of not having an in-person forum in 2013 would send the wrong signal
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about work of the SCF. Therefore, th ere should be a forum in 2013. However,
there were different views on how the forum should work and where the forum
should be kicked off. I n the virtual m eeting held up front of the third m eeting,
some SCF members proposed to partner with the Carbon Expo scheduled from
May 29 to 31 in Barcelona.

At the meeting a representative of the World Bank was requested to explain the
purpose of the Carbon Expo. The Carbon Expo is usually attended by more than
2000 persons engaged in the carbon m arket. However, taking into account the
price fall in the carbon m arket, the expo has now shifting to becom e a climate
finance forum. As response to the explan ation of the W orld Bank representative,
some members expressed their concern th at the Carbon Expo is m ore mitigation
related, and this could bode ill the purpos e of the forum. In addition, they do not
believe how relevant adaptation issues would be handled in such a process,
bearing in mind that adaptation is a critical issue for their cons tituency. They
therefore, in the case that the first meeting would take place at the sideline of the
Carbon Expo, suggested to broaden the a udiences by specifically inviting some
people that are working in other fields su ch as adaptation, forest management etc.
In contrast, another mem ber pointed out that there is a big world outside the
Convention and given the s mall amount of money for clim ate finance going
through funds of the Convention, it is now tim e to start understanding the
investments and flows outside going the convention. This should help exploring
they motivation and their investm ent criteria. The Carbon E xpo is actually an
opportunity to inform its participants that climate change is more than m itigation
and to propose the range of activities related to climate finance. For instance, with
regard to adaptation, one could admit that most of the private sector actors do not
know what that means, because it basically has not to do with their daily business.
The Carbon Expo is an opportu nity to convene clear m essage that adaptation is
for instance, about water m anagement, disbursement and service, or adaptation
could be understood as agricultural inte rvention as well, which can generate
benefits for private sector as well.

Other members mentioned that we should not loose from the radar, the work
programme on long term on finance, which has been extended in Doha and could
also inform the forum. The forum of the SCF should aim at not duplicating the
efforts, but rather truly added value through expert inputs the work programme on
long term finance. In doing so the s ecretariat was requested tom ap for
consideration for the SCF, all the relevant events on climate finance in the nex t
two years and explore the pot ential benefits for the forum to partner with them.
Some members requested to seek other options, for the case the Carbon-Expo will
not be feasible.

To sum up, the first m eeting is dedicated to be humble and focussed, in order to
generate valuable lessons, which the SCF could include in its report to the COP.
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5 Inputs to the 2013 work programme on
long-term finance (WPLTF)

Background to this issue is the decision 4/CP.18, which through paragraph 2
extends "the work programme on long-term finance for one year to the end of
2013. The aim of the extension is to inform developed country Parties in their
efforts to identify pathways for mobilizing the scaling up of climate finance to
USD 100 billion per year by 2020 from public, private and alternative sources in
the context of meaningful mitigation actions and transparency on implementation.
The same decision in paragraph 3 invited Parties and the thematic and expert
bodies under the Convention to submit to the Secretariat of the UNFCCC, by 21
March 2013, their views on long term finance, taking into account the report of
the work programme on long-term finance, with the view to the Secretariat
preparing a document by the CO-Chair on long-term finance.

As to date, there is no official inform ation on the for mat, the venue and the tim e
further activities of the WPLTF should take place. Also, there are so far no Co-
Chairs appointed to facilitate the WPLTF. Given the remaining time until the next
COP and the im portance of this issue for the whole f inancial mechanism, it is
important to commence the work on this particular matter as soon as possible.
There are potential overlaps between the W PLTF and the work of the SCF' s
forum, and this should be borne in m ind by both processes. Bo th should seek to
enhance the synergy and promote the linkages to each other throughout the year.
More importantly, both institutions should complem ent each other and should
avoid duplicating each other efforts, but rather both institutions should closely
follow-up and draw upon the development and inputs of each other.

In terms of which inputs the SCF, as them atic and expert body of the Convention,
may provide to the WPLTF, the Comm ittee expressed that it stands ready to
follow the request by the COP to provide expert inputs to the design and conduct
of the W PLTF. However, given the ti ght time frame - a subm ission has been
asked for by 21 March -, the SCF decided only to forward its report of the third
meeting to the to still be nominated Co-chairs of the WPLTF.
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... did you find this publication interesting and helpful?
You can support the work of Germanwatch with a donation to:

Bank fuer Sozialwirtschaft AG
BIC/Swift: BFSWDE33BER
IBAN: DE33 1002 0500 0003 212300

Thank you for your support!
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