
POLICY BRIEF

Introduction

Financial support for mitigation and adaptation actions in developing 

countries is at the core of the climate negotiations under the UN 

Framework Convention on Climate Change (UNFCCC). This is due to the 

legal obligations created by the Convention itself, and the critical role 

RI�¿QDQFH�LQ�HQDEOLQJ�GHYHORSLQJ�FRXQWULHV�WR�WDNH�DPELWLRXV�FOLPDWH�
action. 

Key messages

 Ɣ The Fifth Review of the 
UNFCCC’s Financial Mechanism 
provides an opportunity for 
Parties to consider improvements 
LQ�FOLPDWH�¿QDQFH�LQ�D�
comprehensive way.

 Ɣ Lessons can be drawn from past 
reviews, but the scope of the 
Fifth Review is much broader and 
involves new institutions.

 Ɣ The UNFCCC’s Standing 
Committee on Finance (SCF) 
will lead the Fifth Review and 
should draw upon a wide range of 
inputs from processes across the 
UNFCCC.

 Ɣ The Green Climate Fund (GCF) 
should anticipate and prepare to 
act upon issues that are likely to 
emerge in the Review, with a view 
to securing favourable results. 
These issues include: building on 
the best features of the existing 
funds and learning from their 
shortcomings; clarifying roles and 
responsibilities between the GCF 
and the UNFCCC’s Conference of 
the Parties (CoP) to avoid varying 
interpretations; and anticipating 
the possibility that the SCF will 
initiate an independent review of 
the GCF. 

The Financial Mechanism (FM) 
contained in Article 11 of the UNFCCC 
provides the core framework.1 It calls 
for “pre-determined standards and 
procedures set by the CoP through which 
funding is mobilised and disbursed for 
the purpose of climate change mitigation 
and adaptation”.2

The FM has been under constant 
development since the UNFCCC was 
signed in 1992. Most recently, developed 
countries committed US$ 30 billion 
in funding during the so-called ‘fast-
VWDUW¶� ¿QDQFH�SHULRG� �����±�������7KH\�
pledged to mobilise US$ 100 billion per 
\HDU� LQ� FOLPDWH� ¿QDQFH� IRU� GHYHORSLQJ�
countries, from 2020. New institutions 
have emerged, too: most notably, 
the Green Climate Fund (GCF) and 
the Standing Committee on Finance 
(SCF). The establishment of these 
new institutions aims to improve the 
FRKHUHQFH�RI�WKH�RYHUDOO�¿QDQFLDO�UHJLPH��
which has often been criticised for being 
complex, fragmented and disorganised.3 

The 18th Conference of the Parties to 
the UNFCCC (CoP18) initiated the Fifth 
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Review of the FM in Doha in December 
2012. The Fifth Review is due to be 
concluded by CoP20 in 2014, four years 
after the Fourth Review.4 The timing of the 
Review could not be more important. Given 
WKDW� FOLPDWH� ¿QDQFH� KDV� DQ� RYHUDUFKLQJ�
and catalytic role in developing countries 
and is of critical importance to the 
negotiations on a future global climate 
agreement, this is the moment to 
restructure the institutional architecture 
IRU� FOLPDWH� ¿QDQFH� DQG� WR� DGGUHVV� SDVW�
shortcomings. The Fifth Review is the 
key process within the UNFCCC that can 
achieve this transformation. 

The decisions taken in Doha imply that 
the Fifth Review will be holistic and 
ambitious. Its remit is to assess the entire 
VSHFWUXP� RI� FOLPDWH� ¿QDQFH� SURFHVVHV�
under the UNFCCC, comprising fast-
VWDUW� ¿QDQFH�� WKH� ZRUN� SURJUDPPH� RQ�
ORQJ�WHUP� ¿QDQFH�� DQG� DQ� LQLWLDO� UHYLHZ�
of the Adaptation Fund. The Review’s 
¿QGLQJV�ZLOO�WKHUHIRUH�EH�KLJKO\�UHOHYDQW�
to those who are shaping the nascent 
GCF. The scope and modalities of the 
Review form one of the key tasks of the 
SCF this year. 
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The Standing Committee on Finance

At CoP16, the Parties decided to establish the Standing Committee on 
Finance (SCF) to assist the CoP in exercising its functions in relation to the 
FM of the Convention.15 This involves: 

�� improving coherence and coordination in the delivery of climate change 
¿QDQFH

�� rationalisation of the FM
�� PRELOLVDWLRQ�RI�¿QDQFLDO�UHVRXUFHV�
�� PHDVXUHPHQW��UHSRUWLQJ�DQG�YHUL¿FDWLRQ�RI�VXSSRUW�SURYLGHG�WR�GHYHORSLQJ�

country Parties. 

The following year,16�WKH�3DUWLHV�IXUWKHU�GH¿QHG�WKH�6&)¶V�UROHV��IXQFWLRQV��
FRPSRVLWLRQ�DQG�PRGDOLWLHV��&R3���DSSURYHG�WKH�����±�����ZRUN�SODQ�RI�
the SCF. 

7KLV�EULH¿QJ�SDSHU�RXWOLQHV�WKH�FRQWH[W�
of the Fifth Review of the FM and draws 
on lessons learned from past reviews. 
It outlines key issues for consideration 
by the Parties to the UNFCCC and the 
bodies mandated to prepare the Review, 
in particular the SCF. In so doing, this 
paper aims to inspire them, and the 
EURDGHU� FOLPDWH� ¿QDQFH� FRPPXQLW\�� WR�
forge a more effective support system 
to tackle climate change and promote 
sustainable development at the global 
level.

Financial Mechanism of the 

UNFCCC

The UNFCCC’s Article 11 contains 
the key provisions for the Financial 
Mechanism (FM), although other 
articles5 of the Convention relate to the 
)0�DQG�KDYH�LQÀXHQFHG�LWV�GHYHORSPHQW��
$UWLFOH� ��� GH¿QHV� WKH�PHFKDQLVP� DQG�
sets the different modalities describing 
what the FM should do and be, 
including that it “shall function under 
the guidance of and be accountable to 
the Conference of the Parties ... which 
shall decide on its policies, programme 
priorities and eligibility criteria related to 
this Convention”. 

The role of Operating Entities
The Convention entrusts the operation 
of the FM to “one or more existing 
international entities”6 without specify-
ing the entities directly.7 Initially, the 
Convention mandated the Global 
Environment Facility (GEF) to serve as 
the FM’s Operating Entity on an interim 
basis.8 Later, the GEF’s status was 
upgraded to become a full Operating 
Entity.9 The GEF has subsequently 
funded climate change activities 
through its GEF Trust Fund (climate 
mitigation focus) and the Special Priority 
on Adaptation. It has managed the 
Special Climate Change Fund (SCCF) 
and Least Developed Countries Fund 
(LDCF). 

At the 16th Conference of the Parties 
in 2010, it was decided to establish 
the Green Climate Fund (GCF) and to 
designate it as the second Operating 
Entity of the FM. One year later, at 
CoP17 in Durban, this Fund came 
into being.10 The GCF is meant to be 

accountable to and function under the 
guidance of the CoP, and to support 
projects, programmes, policies and 
other activities in developing countries.

The Adaptation Fund, established 
under the Kyoto Protocol, is also a 
key part of the FM, although it has 
not been formally designated as an 
Operating Entity. The Adaptation Fund 
Board functions under the authority and 
guidance of, and is fully accountable to, 
the Parties to the Kyoto Protocol.11 It 
has played a pioneering role in realising 
direct access for developing countries 
WR� FOLPDWH� ¿QDQFH�� 7KH� ¿UVW� UHYLHZ� RI�
the effectiveness and adequacy of 
the Adaptation Fund and its interim 
LQVWLWXWLRQDO�DUUDQJHPHQWV�ZDV�¿QDOLVHG�
in Doha.12

Bilateral, regional and other 
PXOWLODWHUDO�¿QDQFH
The Convention13 stipulates that “the 
developed country Parties may also 
provide, and developing country Parties 
DYDLO�WKHPVHOYHV�RI��¿QDQFLDO�UHVRXUFHV�
related to the implementation of the 
Convention through bilateral, regional 
and other multilateral channels.” That 
means the FM as such also has a 
scope broader than just the institutions 
established by the CoP. Developed 
country Parties are expected to 
provide information on the bilateral and 
multilateral assistance they provide in 
their national communications under 
the Convention.14 

$�VLJQL¿FDQW�DPRXQW�RI�ZKDW�LV�FODLPHG�
WR�EH�FOLPDWH�¿QDQFH�LV�ÀRZLQJ�WKURXJK�
channels outside of the Convention. 
However, the information provided by 
Parties has so far been inconsistent. 
Parties lack agreement on important 
GH¿QLWLRQV�� VXFK� DV� WKH� PHDQLQJ� RI�
“new and additional funding”. Key 
questions for debate include: How far 
VKRXOG� FOLPDWH� ¿QDQFH� ÀRZV� WKURXJK�
‘outside’ channels be counted towards 
FOLPDWH�¿QDQFH�REOLJDWLRQV�HVWDEOLVKHG�
by the Convention? and Who decides 
what is counted? Currently this is a one-
sided process, with the donor countries 
communicating what they provide 
through their national communication, 
EXW�ZLWKRXW�D�V\VWHP�RI�YHUL¿FDWLRQ�E\�
the recipient countries. 

Previous reviews of the Financial 
Mechanism
The overall purpose of reviews of the FM 
is to evaluate: conformity with the FM’s 
original objectives;17 compliance with 
the CoP’s guidance; and effectiveness 
of the FM’s activities, including its 
effectiveness in disbursing resources.18 
The criteria for evaluating the FM’s 
effectiveness should take into account 
“the level of transparency of decision-
making processes; the adequacy, 
predictability and timely disbursement 
of funds ...; the responsiveness and 
HI¿FLHQF\� RI� WKH�*()�SURMHFW� F\FOH� �����
and the sustainability of funded 
projects”.19
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Main results of previous reviews
Previous reviews of the FM have been 
poorly received by developing country 
Parties to the UNFCCC. This response 
has led, in turn, to calls for a restructure 
of the institutional architecture for 
FOLPDWH� ¿QDQFH� WKURXJK� DQ� µHQKDQFHG�
¿QDQFLDO�PHFKDQLVP¶��

Until recently, the GEF was the only 
Operating Entity, and therefore its 
SHUIRUPDQFH�±�LQFOXGLQJ�WKH�VSHFLDOLVHG�
/'&)�DQG�6&&)�±�ZDV�DW�WKH�FRUH�RI�WKH�
reviews. The larger landscape of climate 
¿QDQFH��RXWVLGH�RI�VSHFL¿F�&RQYHQWLRQ�
mandated institutions, was mentioned 
in background technical papers but did 
QRW�SOD\�D�VLJQL¿FDQW�UROH�LQ�WKH�UHYLHZ�
process itself. For instance, the Fourth 
Review recognised that, although 
bilateral donors and multilateral lenders 
KDYH� EHHQ� ¿QDQFLQJ� WKH� GHVLJQ� RI�
developing country policies, it was not 
possible to determine what proportion 
of these funds addressed climate 
change issues, or adaptation issues 
in particular. It is likely that the current 
level of support channelled explicitly 
for adaptation purposes is far below 
requirements.20 

The CoP’s guidance to the GEF has 
focused on the operational rules and 
modalities of the GEF, simplifying the 
GEF’s procedures, and improving 
access to funding, as well as clarifying 
the concept of ‘additional cost’ as 
applied to adaptation projects. This 
guidance tends to be repetitive.21 
For instance, the draft guidance of 
the UNFCCC’s Subsidiary Body on 
Implementation (SBI) to the GEF on 
funding for National Communications of 
200822 repeated the guidance provided 
in 2007,23 although it was supposed to 
build upon the Parties’ response to the 
2007 guidance. Research also shows 
that the vagueness and ambiguity of 
WKH� &R3� JXLGDQFH� ±� ZKLFK� LV� SDUWO\�
D� FRQVHTXHQFH� RI� WKH� QHHG� WR� ¿QG�
FRQVHQVXV�±�KDV�OHG�WR�D�SHUFHLYHG�ODFN�
of compliance.24 

In 2007, Wiser concluded that, 
despite the terms of the GEF’s 
various Memoranda of Understanding 
(MoUs) with the UNFCCC and other 
conventions, the GEF is, legally and 

practically speaking, functionally 
autonomous from the conventions it 
serves. The CoPs do not have the means 
to exercise enforceable control over 
WKH� HQWLW\� WKDW� RSHUDWHV� WKHLU� ¿QDQFLDO�
mechanisms.25 Hence, suggestions 
have been made to set out the 
relationship between the GEF and the 
conventions in a “legally binding treaty 
instrument”.26 This could, of course, 
UHFRJQLVH�WKDW�WKH�*()�QHHGV�VXI¿FLHQW�
autonomy and authority to promote 
V\QHUJLHV� DQG� DYRLG� FRQÀLFWV� DPRQJ�
competing interests and objectives of 
its Multilateral Implementing Agencies.

Parties to the UNFCCC have often 
noted that reviews of the GEF have 
been based on the Overall Performance 
Review of the GEF’s monitoring 
and evaluation programme.27 The 
*()¶V� ,QGHSHQGHQW� (YDOXDWLRQ� 2I¿FH�
can, in theory, provide an additional 
independent perspective. However, 
this means that the key basis for 
holding the GEF accountable as an 
Operating Entity of the FM is provided 
by the GEF’s own structures. The 
objectivity of such a self-reporting 
process may be questionable.28 The 
guidelines for the Review list existing 
sources of information that may be 
taken into consideration, but not the 
option of commissioning an external 
evaluation. 

Overall, it is clear that the current 
oversight regime must be improved 
if the Parties continue to repeat the 
VDPH�JXLGDQFH�WR�WKH�*()�RQ�VSHFL¿F�
issues after almost two decades.29 This 
practice, together with the developed 
country bias in the GEF’s governance 
structure, has undermined its 
political acceptability, particularly with 
developing countries. 

It is beyond the scope of this paper 
to assess the extent to which the 
performance of the GEF’s implementing 
agencies has also contributed to such a 
lack of acceptability; this is a topic for 
further exploration. Overall, there is 
still a lack of any ‘sense of ownership’ 
over the GEF among smaller, poorer 
and politically weaker developing 
countries.30 

Towards the Fifth Review of 

the Financial Mechanism

Scope of the Fifth Review
The Fifth Review will be different 
from previous reviews because of 
the increased urgency for ambitious 
collective action on climate change, and 
because of recent institutional changes. 
The scope of the Fifth Review will be 
determined on the basis of previous 
CoP guidance, but must draw lessons 
from the limitations of past reviews. 
CoP18 has already decided on a 
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broader scope for the Fifth Review that 
links into the other processes, such as 
the Adaptation Fund review and the 
ORQJ�WHUP�¿QDQFH�ZRUN�SURJUDPPH��

Options for revising the guidelines for 
the Fifth Review include:

Improving coherence and 
coordination in the delivery of 
FOLPDWH�¿QDQFH

The complex architecture of global 
FOLPDWH� ¿QDQFH� LV� EDUHO\� FRRUGLQDWHG��
The establishment of the Standing 
Committee on Finance (SCF) has 
WDNHQ� D� ¿UVW� VWHS� WRZDUG� DGGUHVVLQJ�
this. The review of the performance of 
the Operating Entities will be a crucial 
element, including review of the extent 
to which they adhere to the CoP 
guidance with regard to their access 
modalities, standards and guidelines 
IRU� DOORFDWLQJ� ¿QDQFH�� DV� ZHOO� DV� WKH�
transparency and inclusiveness of their 
decision-making processes.31

The criteria for assessing the 
effectiveness of the FM32 should be 
elaborated by developing performance 
indicators for the different funds under 
the Convention. For example, in its 
annual reports, the Adaptation Fund 
XVHV�LQGLFDWRUV�UHODWHG�WR�WKH�HI¿FLHQF\�
of the cost structure, project cycle 
HI¿FLHQF\��SHUIRUPDQFH�UDWLQJ��UHSRUWLQJ�
HI¿FLHQF\�DQG�DFFUHGLWDWLRQ�RI�QDWLRQDO�
implementing entities. The Adaptation 
Fund is also discussing whether to 
use an indicator for “civil society 
organisations involved in project 
execution” as one of the performance 
indicators.33 Further aspects could 
include performance criteria on 
good governance and inclusion 
of marginalised groups, gender, 
participatory processes and other 
elements of the Cancún Adaptation 
Framework.

Rationalisation of the FM

The nature of a rationalisation process 
LV�QRW�\HW�GH¿QHG�DQG��DW�WKH�VDPH�WLPH��
it is being contested. The Oxford English 
'LFWLRQDU\�GH¿QHV�UDWLRQDOLVDWLRQ�DV�³WR�
reorganise (a process or system) so as 
to make it more logical and consistent.” 

'HVSLWH� WKH� ODFN� RI� GH¿QLWLRQ� LQ� WKH�
UNFCCC context, there is no doubt 
that there is scope for the global 
¿QDQFH� DUFKLWHFWXUH� WR� EH� UHRUJDQLVHG�
to improve coherence. 

In the context of the FM discussions, 
this may mandate more substantive 
FKDQJHV� ±� D� UHRUJDQLVDWLRQ� ±� UDWKHU�
than just minor adjustments in some 
procedures. Given the fragmentation 
RI� WKH� LQWHUQDWLRQDO� FOLPDWH� ¿QDQFH�
landscape, this could result in a 
clearer division of labour among 
existing funding instruments or even 
D� VXEVHTXHQW� SKDVH�RXW� RI� VSHFL¿F�
funding instruments to simplify the 
architecture (for example, termination 
of one or some of the existing funds, 
whose functions could instead be 
performed by the GCF). In addition, in 
IXO¿OOLQJ� WKLV� IXQFWLRQ�� WKH� 6&)� QHHGV�
to understand the set-up and interplay 
of funds under the Convention, as well 
as how to rationalise guidance to the 
Operating Entities.

0RELOLVDWLRQ�RI�¿QDQFLDO�UHVRXUFHV�

0RELOLVLQJ� ¿QDQFLDO� UHVRXUFHV� LV�
critical to the Parties’ ability to 
implement the Convention. Although 
LW� LV� VLJQL¿FDQW� WKDW� &R3��� H[WHQGHG�
the UNFCCC’s work programme on 
ORQJ�WHUP� ¿QDQFH�� FULWLFLVPV� RI� WKH�
VFDOH�RI�¿QDQFLDO�PRELOLVDWLRQ�DERXQG��

These include widespread critiques 
RI� WKH� ZD\� WKH� IDVW�VWDUW� ¿QDQFH�
commitments have been met,34 and 
of the slow progress towards the 
US$ 100 billion commitment made by 
developed countries for 2020. These 
debates highlight the challenges to 
delivery. The situation is made worse 
E\� WKH� ODFN�RI�TXDQWL¿DEOH�REOLJDWLRQV�
from rich nations. Observers have 
argued for a system of “assessed 
contributions”35 and the Convention 
itself calls for the “determination in a 
SUHGLFWDEOH�DQG�LGHQWL¿DEOH�PDQQHU�RI�
the amount of funding necessary and 
available for the implementation of this 
Convention and the conditions under 
which that amount shall be periodically 
reviewed.”36

While there are different procedures in 
place under the UNFCCC that try to as-
VHVV�WKH�QHHGV�±�VXFK�DV�7HFKQRORJ\�
Needs Assessments and the NEEDS 
project37� ±� WKH� UHVRXUFHV� SURYLGHG� E\�
developed countries are not yet de-
termined on the basis of clear needs 
assessments, but rather, according to 
their own priorities. It would be ben-
H¿FLDO� WR� UHYLHZ� WKH� H[WHQW� WR� ZKLFK�
these different processes bring the FM 
closer to compliance with Article 11.3d, 
which relates to the determination of 
the funding necessary and available, 
building on the deliberations under the 
ORQJ�WHUP�¿QDQFH�ZRUN�SURJUDPPH�
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0HDVXUHPHQW��UHSRUWLQJ�DQG�
YHUL¿FDWLRQ��059��RI�VXSSRUW�
SURYLGHG�WR�GHYHORSLQJ�FRXQWU\�
Parties

$Q� 059� V\VWHP� IRU� FOLPDWH� ¿QDQFH�
has started to emerge. In Doha, 
Parties adopted the Common Tabular 
Format (CTF) for UNFCCC biennial 
reporting guidelines for developed 
country Parties,38 which pertains to 
SXEOLF�¿QDQFLDO�VXSSRUW�WKURXJK�YDULRXV�
channels. The CoP18 decision on the 
SCF also invited developed countries 
to submit information on methodologies 
and systems for measuring and tracking 
FOLPDWH�¿QDQFH�E\�0D\�������WKLV�LQSXW�
can inform the Fifth Review. 

An important tool for the MRV system 
is the registry for Nationally Appropriate 
0LWLJDWLRQ� $FWLRQV� �1$0$V�� ±� WKH�
projects and programmes formulated by 
developing countries under Convention 
guidelines that are centrally registered 
in order to seek funding support. The 
fully operational prototype of the registry 
will be launched in April 2013. Currently, 
the registry contains only information 
on countries seeking support for 
preparation and implementation of 
their NAMAs. Information on the supply 
side is still missing. The Fifth Review 
could scrutinise the effectiveness of 
this system and and suggest how to 
improve it.

Standing Committee on Finance in 
the driving seat 
The CoP18 decision has put the SCF 
in the driving seat, providing it with the 
mandate to “amend the guidelines for 
WKH�UHYLHZ�RI�WKH�¿QDQFLDO�PHFKDQLVP´39 
DV� D� ¿UVW� VWHS� WR� DVVHVVLQJ� WKH�ZKROH�
VSHFWUXP� RI� FOLPDWH�¿QDQFH�UHODWHG�
processes under the Convention. The 
SBI will be consulted by the end of 
2013, at SBI39.

,Q� IXO¿OOLQJ� WKLV� WDVN�� WKH� 6&)� ZRXOG�
EHQH¿W� IURP� UHIHUULQJ� WR� WKH� VRXUFHV�
of information used by the SBI for 
previous reviews and to contributions 
from other thematic bodies under the 
&RQYHQWLRQ�±�HVSHFLDOO\�WKH�$GDSWDWLRQ�
Committee and the Technology 
([HFXWLYH�&RPPLWWHH�±�ZKLFK�DOVR�GLG�
not exist at the time of the last review.

This year, it is vital that the SCF further 
develops its role in facilitating exchange 
of information among bodies and entities 
GHDOLQJ� ZLWK� FOLPDWH� FKDQJH� ¿QDQFH��
This will help to promote linkages and 
coherence as well as the generation of 
QHZ�DQG�DGGLWLRQDO�¿QDQFLDO�UHVRXUFHV��
Further, it provides an opportunity 
to inform these stakeholders about 
the Fifth Review and gather inputs, 
including for the Terms of Reference, in 
a collaborative manner.

In addition, the SCF could commission 
independent performance reviews and 
assessments of Operating Entities. 
Critically, such a measure would provide 
additional, unbiased input, including 
that on adherence to the CoP guidance.

Finally, the SCF will includ the 
preparation of a biennial assessment 
DQG� DQ� RYHUYLHZ� RI� FOLPDWH� ¿QDQFH�
ÀRZV� LQ� LWV� ZRUN� SODQ� IURP� QH[W� \HDU�
onwards. This must include information 
on the geographic and thematic balance 
RI� VXFK� ÀRZV�� GUDZLQJ� RQ� D� UDQJH�
of available sources of information. 
This should be provided by CoP20, 
alongside the Fifth Review of the FM. 
The information in the above-mentioned 
CTF will be amended and improved 
DIWHU�WKH�¿UVW�ELHQQLDO�DVVHVVPHQW��

7KH�SUR¿OH�RI�WKH�*&)�LQ�WKH�)LIWK�
Review 
As outlined above, the performance of 
the Operating Entities and their degree 
of adherence to CoP guidance is likely 
to be a key element of the Fifth Review. 
The GCF is potentially the most powerful 
Operating Entity but it is new and is still 
EHLQJ� VKDSHG�� 7KH�*&)¶V� SUR¿OH� LQ� WKH�
Review will, to some extent, depend on 
how far it has been operationalised in 
2014. The further the GCF is developed, 
the better the Review can recommend 
how to rationalise and advance the FM 
around the GCF’s central role. 

The GCF’s rules require it to be evaluated 
periodically by the GCF´s independent 
evaluation unit, which has yet to be set up. 
Furthermore, the CoP may commission 
independent assessments of its overall 
performance. The latter activities would 
likely be undertaken by the SCF, in 
accordance with the CoP18 decision.

The GCF should consider how to 
adopt the best features of the existing 
funds (and should learn from their 
shortcomings), including the replication 
or adaptation of useful performance 
indicators. This would help position 
the GCF as one of the relatively more 
ambitious of the existing funds. Such 
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Recommendations 

The negotiations on the new climate 
architecture are at a critical juncture. 
&OLPDWH� ¿QDQFH� DV� D� SULQFLSDO� GULYHU�
of the global climate negotiations is as 
important as ever. A comprehensive 
Fifth Review of the Financial Mechanism 
has the potential to lay the foundations 
for collaborative action by the global 
community, leading to a positive 
WUDQVIRUPDWLRQ� RI� WKH� JOREDO� ¿QDQFLDO�
architecture.

Key steps include: 

 Ɣ updating the guidelines of the Review 
WR� DGGUHVV� SDVW� GH¿FLHQFLHV� DQG�
meet the challenges of appraising 

mandated to play a leading role in this 
as well. The GEF’s experience implies 
that the clearer these agreements 
are, the less scope there is for varied 
interpretation leading to charges of 
non-adherence. The incentives and 
underlying dynamics of the GCF’s 
relationship with the CoP may differ 
from the GEF’s relationship, because 
the GCF’s Board and decision-making 
guidelines were directly established 
by the CoP, whereas the GEF’s were 
not. It remains to be seen whether this 
relationship ensures better compliance 
with CoP guidance, while at the same 
time allowing the GCF to evolve into a 
powerful and effective institution.

a high ambition is already contained in 
the GCF’s stated objective to contribute 
to a paradigm shift towards low-carbon 
and climate-resilient development.

The CoP guidance already provided to 
the GCF (and further guidance likely 
to emerge at CoP19) and the GCF´s 
adherence could be subject to the Fifth 
Review, whereas it is less likely that the 
GCF´s performance in funding actual 
activities to address climate change 
will be advanced enough by the end of 
2013 to be included.

The COP and the GCF are still to 
FRQFOXGH�DQ�DJUHHPHQW�RQ�WKHLU�VSHFL¿F�
working relationship. The SCF has been 

Figure 1: Timeline for the Fifth Review of the UNFCCC’s Financial Mechanism

1) Third Meeting of the 

SCF: Amend the ToR 

in accordance with 

Decision 3/CP.4 for 

the Review along its 

core function

5) The SCF could work 

on the Review based 

on the ToR by:

� ���FRPPLVVLRQLQJ�
an independent 

review

� ���FRQGXFWLQJ�IXUWKHU�
work in its work 

programme related 

to the Review

2) Fourth Meeting of the SCF: 

&ODUL¿FDWLRQ�RI�WKH�PHWKRGRORJ\�
DQG�FULWHULD��DV�ZHOO�DV�VSHFL¿F�
modalities for the Review 

6) SBI40 starts the Review at the 

SBI with a view to providing 

recommendations to the CoP

4) Submission by 

stakeholders and Parties

3) The SBI39 discusses the ToR for the Review in accordance with 

Decision 3/CP.4. The ToR are then presented in the form of draft 

conclusions, which are in turn adopted by the CoP in a formal decision. 

Doha  

(CoP18)

Warsaw  

(CoP19)

CoP21CoP20

SBI41

Finalisation of 

the Review

Potential 

input into ADP 

negotiations on 

legally binding 

instrument

Initiation 

of the Fifth 

Review by 

the CoP18

Legend: ADP: Ad-hoc Working Group Durban Platform for Enhanced Action; CoP: Conference of the Parties;  
SBI: Subsidiary Body for Implementation; SCF: Standing Committee on Finance; ToR: Terms of Reference.
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the new institutions that are now 
included in the Financial Mechanism

 Ɣ clarifying the methodology 
DQG� FULWHULD�� DV� ZHOO� DV� VSHFL¿F�
modalities for the Review

 Ɣ commissioning performance re-
views of the Operating Entities 
undertaken by strictly independent 
evaluators as part of the Review

 Ɣ HQJDJLQJ�ZLWK� NH\�FOLPDWH� ¿QDQFH�
actors in the SCF’s Forum to 
generate input for the design of the 
Fifth Review

 Ɣ GHVLJQLQJ� WKH� VSHFL¿F� RSHUDWLRQDO�
relationship between the CoP 
and the GCF so as to avoid the 
VKRUWFRPLQJV�LGHQWL¿HG�LQ�WKH�0R8�
between the CoP and the GEF

 Ɣ expediting the operationalisation 
of the GCF so that it can be 
meaningfully included in the 
Review.
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