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1. [bookmark: _Toc508545536][bookmark: _Toc510707399]Executive Summary  
1.1. [bookmark: _Toc510707400]Context
The Program on Integrated Climate Change Adaptation Strategies (ICCAS) is being co-implemented by the United National Development Programme (UNDP) and the German Development Cooperation (GIZ) through the Environment Division of the Ministry of Climate Resilience, The Environment, Forestry, Fisheries, Disaster Management and Information (MoE)[footnoteRef:1] in Grenada. Funding for this project is provided by the German Federal Ministry of the Environment, Nature Conservation, Building and Nuclear Safety (BMUB), International Climate Initiative (IKI). Under the UNDP-supported components of ICCAS, a Community Climate Change Adaptation Fund (CCCAF) was operationalized to strengthen adaptive capacities through community-based initiatives; and share knowledge and experiences from the program to improve understanding and awareness of climate change risks and adaptation measures.  [1:  Recent government changes transformed the Ministry of Agriculture, Lands, Forestry, Fisheries & The Environment (MoALFFE) in which the Division of Environment was housed into the current MoE. ] 

The challenge currently facing the ICCAS initiative is how to extend the life of the institutions created under the initiative beyond the life of the project, which is set to close in June 2018. Hence, the purpose of this study is to identify and recommend a way forward for the institutionalization of the CCCAF in Grenada, to develop an implementation strategy, and to include recommendations on appropriate design options.
The feasibility assessment was conducted between October 2017 and March 2018 using the following methodology summarized in the subsequent section. The pre-feasibility study for Grenada has shown that the Country has several Funds, some already in operation, such as, GEF small grant programme, the government infrastructure Basic Needs Trust Fund (BNTF) and Caribbean Biodiversity Trust Fund, which provides a solid basis for Grenada National Climate Change funds to programme of grant and other funds. 
As with other countries in the Caribbean region, Grenada is grappling with the need to meet financing demands of climate change. Grenada requires approximately US$20 – 40 million per year to meet its climate change program outlined in the National Development Contributions (NDCs) and the National Adaptation Planning (NAP). Currently, Climate Funds from a variety of sources were roughly assessed at approximately US$4 – 6 million per year.  The CCCAF is therefore a relatively small player in Grenada’s overall climate finance architecture.
As such, in addition to finding a new “home” for the Grenada Fund, the consultancy examined the scope of the new fund to become the National Climate Fund for Grenada’s resilience needs. This included the feasibility of the CCCAF to program the Green Climate Fund (GCF) Enhance Direct Access (EDA) project that has been approved for Antigua and Barbuda, Grenada and Dominica[footnoteRef:2]. The EDA project will process climate financing through devolved decision-making for these three countries on behalf of the GCF.  The EDA is designed to provide grants to communities and the Government, and to capitalize a revolving loan program (loans at 2% for climate proofing homes and businesses) for individuals and businesses for adaptation. [2:  https://www.greenclimate.fund/-/integrated-physical-adaptation-and-community-resilience-through-an-enhanced-direct-access-pilot-in-the-public-private-and-civil-society-sectors-of-thr?inheritRedirect=true&redirect=%2Fwhat-we-do%2Fprojects-programmes] 

The feasibility assessment study of the CCCAF concluding this consultancy recommended that, in the institutionalization of the financial mechanism, the Fund be “housed” in the Environment Division in MoALFFE. The conclusion is based on a Government of Grenada Cabinet of Ministers’ decision in November 2017 approving the institutionalization of the fund within the Environmental Division. Further, the Government has drafted regulations for the further establishment of the Fund within the MoALFFE.  
Therefore, the feasibility assessment report was developed for a new Grenada national fund to be housed within the Environmental Division with a larger national scope. To facilitate this process, the feasibility assessment is accompanied by the following documents:
· Concept Note for the future CCCAF/CCET;
· Operationalization plan and strategy with an indicative budget;
· Draft Operational Manual for the new CCCAF/CCET; and
· TORs for the Fund’s operationalization team.

Excerpts of these are included in this document and are available as standalone working documents for stakeholder consultation and/or to form the basis of Cabinet discussions[footnoteRef:3]. [3:  The Terms of Reference (TORs) for this assignment included the preparation of documents for briefing stakeholders and Ministers. ] 


1.2. [bookmark: _Toc510465887][bookmark: _Toc510468388][bookmark: _Toc510518329][bookmark: _Toc510518425][bookmark: _Toc510518514][bookmark: _Toc510465888][bookmark: _Toc510468389][bookmark: _Toc510518330][bookmark: _Toc510518426][bookmark: _Toc510518515][bookmark: _Toc510465889][bookmark: _Toc510468390][bookmark: _Toc510518331][bookmark: _Toc510518427][bookmark: _Toc510518516][bookmark: _Toc510465894][bookmark: _Toc510468395][bookmark: _Toc510518336][bookmark: _Toc510518432][bookmark: _Toc510518521][bookmark: _Toc510465895][bookmark: _Toc510468396][bookmark: _Toc510518337][bookmark: _Toc510518433][bookmark: _Toc510518522][bookmark: _Toc510707401]Methodology for the Assessment
The steps of this method of assessment included:
· A desktop review of policy documents in Grenada, the OECS sub-region and CARICOM;
· Review the current vision of the proponents and stakeholders of the fund and the international experience of the consultant, to clearly articulate the current scope of the Fund to ensure that the final institutional home for the fund will provide the necessary support to grow the fund's scale and scope;
· Assess existing national institutions to determine the best fit;
· Understand and map current financing options available for adaptation financing for communities, Government and the private sector in Grenada;
· Assess adaptation financing needs of Grenada’s Government, private sector and community groups, the legal and policy framework and different financial instruments’ suitability to the needs of the funds target customers and the biggest climate adaptation impact;
· Examine national, regional and international funds that can serve as a model as well as potential sources for a fundraising strategy;
· In-person meetings with UNDP, GIZ and other donors, and staff of the fund to capture the procedures and processes, and to understand best practices;
· Assess the current legal framework for the further establishment of the Fund and what future legal work that would be needed;
· Meet with the political directorate to identify the most optimal institutional arrangements that may gain consensus in the Cabinet and the Parliament; and
· Review the Green Climate Fund (GCF) Enhancing Direct Access (EDA) project of which Grenada is a part of as an early opportunity for the Grenada fund to access and programme climate financing.

1.3. [bookmark: _Toc510707402]Situational analysis 
The Government of Grenada’s current strategy to program multilateral concessional loans and grant financing is centralized within the Ministry of Finance. The Ministry works with other government entities as implementing partners to facilitate this approach. For example, the MoALFFE executes projects by the Global Environment Facility (GEF) and other entities as directed by the Ministry of Finance. The management of concessional loans and grant funding, as well as treasury functions, are centralized within the Ministry of Finance. The treasury operates single project accounts for all donor projects which limits Grenada's ability to meet fiduciary standards of large donors such as the Green Climate Fund. 
Currently, Grenada’s climate funds, which come from a variety of sources, are roughly assessed at approximately US$4 – 6 million per year and are mostly destined to Government projects or those being led by international NGOs. The current Government Structure and Financial Architecture does not adequately allow the private sector to access available concessional financing (Figure 6).  This is a significant gap that should be filled to ensure that the private sector can access funding that will allow it to meet the environmental and climate agenda of the country (Figure 7). The feasibility assessment of the CCCAF study reveals that stakeholders’ confidence in the Government's ability to attract funding is low, citing a lack of confidence in the financial architecture that currently manages international funds, particularly in their capacity to distribute it amongst diverse actors (the private sector and NGOs).
There is very high demand in Grenada for climate financing to meet its adaptation and mitigation needs. Grenada needs approximately US$ 20 – 40 million per year to meet the demands of the Climate Change program outlined within the Nationally Determined Contribution and the National Adaptation Plan. Even at the community level, the CCCAF experienced a significant demand for adaptation projects, and if funding is made available, there are suitable adaptation projects within Grenada that are yet to be funded.  This signals a significant demand for national financing of projects to address climate change from a diverse group of actors and stakeholders.
Although the CCCAF was formed for community adaptation projects with a total capitalization of US$1.3 million over three years, when compared with the overall national budget in 2018 and the demand for climate financing, the Fund is a small player in the overall national financial system. There is a considerable gap to be filled. In general, Grenada needs to consider a coherent financing approach for the environment and not just climate change financing, which is a narrow subset that does not contribute to the overall sustainable development objectives of the country.
Consulted stakeholders would like to support the further development of the CCCAF as long as it is nationally driven, uses local expertise, and takes into account other financial management options. Stakeholders did not have a consensus of the approach of the CCCAF and where it should be housed. In stakeholders' view, the government should decide on where the fund should be housed, and provide for access in all sectors.  In the consultant’s opinion, such a wide variety of opinions is the result of discussing the CCCAF in the narrow context of a feasibility study.  The Cabinet stepped in to provide guidance and took a final on the way forward, which is to embed the fund within the Environment Division.
Nationally, there are four environmental funds in various stages of operation that were proposed as possible homes for the CCCAF.  These Funds Facilities are mostly focused on physical adaptation and biodiversity, and include: 1) the Basic Needs Trust Fund (BNTF – not a Fund but a facility of the Caribbean Development Bank), which has been in operation since in the 1990s and has programmed over EC$50 million to schools, community centers, and other infrastructure projects; 2) The Grenada Environmental Trust, still being operationalized; 3) GEF Small Grants Programme which started in 2014 at the national level and has programmed approximately USD$1 million to date; and 4) the CCCAF, which has programmed US$1.3 million, however its institutional arrangements are insecure. In addition, a new funding stream called the Challenge Fund is being established for the Green Climate Fund GIZ Project for water resources. This project proposes to use the Grenada Development Bank (GDB) to program the Challenge Fund.  These were identified as potential candidates to house the CCCAF and were assessed as part of this report. 
The CCCAF was not set up to receive direct financial resources from the Government of Granada[footnoteRef:4] and since the ICCAS project is coming to an end there are no additional funding that can make the housing of the CCCAF an attractive prospect to any of the above listed entities. Any entity that seeks to house the fund will therefore have to provide some subsidy in the initial stages if the Fund is to meet international standards as well as maximize the funds reaching beneficiaries.  The Fund can however access administrative, accounting and management support from the government in the form of staff and other Ministerial services if it is embedded within an existing Government entity.  This accessibility can guarantee at least some form of protection, in order to cover operational costs. This is the significant advantage of locating a fund within a government ministry.  [4:  This was based on consultations with the Ministry of Finance and is elaborated within the study.  Future options are possible, but at the time of this study, it is not likely the Ministry of Finance will approve direct cash transfers to the Fund.  ] 

The capacity within the Environmental Division is low, with just two staff members, and as such the Division is currently unable to meet its basic environmental and climate change mandate effectively. Despite these challenges, the Environment Division has been able to develop and implement significant climate change policies and program, including the National Adaptation Plan, ecosystem-based adaptation program, the coastal zone policy and the CCCAF, through donor-funded staff from the GEF and GIZ, via UNDP and UNEP implementing entities. Funding for most other environmental mandates of the Environment Division comes from donor-funded projects, with the Government providing salaries for the two staff members. The Environment Division will require more support from the Treasury to ensure that financial management capacities exist to manage the CCCAF particularly in order to transition the CCCAF into a national fund to house international funding in trust. This would include development of financial management procedures, protocols, and embedding the Fund with its own bank account. During consultation, the Treasury indicated its ability and willingness to lead and partner with the Environment Division to meet this requirement. Further, this approach creates an open, transparent and efficient funding mechanism for the Government to consider, and stakeholders to support and be involved.
In moving forward, there is a need to assess the core mandate of the CCCAF and its overall function within the broader financing architecture for environment and climate change.  As detailed mapping and strategic direction of the Grenada Environmental Financial Architecture (GEFA) does not exist at this time, this feasibility study presents an evaluation of the home for the CCCAF within the current system of financing for climate and the environment.   Although the recent decision of the Cabinet of Grenada to embed the CCCAF within the Environmental Division and enhance its scope in line with the OECS St. Georges Declaration for Environmental Sustainability. It is essential to undertake the identification of the overall financing strategy for climate change and environmental projects and programs, map these and establish the government's overall policy of coherence and coordination.  These are essential steps to guide a strategy for capacity building. 

[bookmark: _Toc510518598]Table 1. Situational Analysis of the institutionalization of the CCCAF in Grenada
	STRENGTH
	WEAKNESS

	· INDC and NAP are finalized Government policies that set an ambitious agenda
· There are four Funds in existence for implementing climate financing 
· Draft environmental bill including an environmental fund
· Projects are developing policies and programmes for environmental management and climate change

	· The treasury operates single project accounts
· All financial mechanisms lack overall capacity – limited staffing – since they are operating independently in silos
· The government fiduciary systems have ongoing human issues that results in late payments.
Government Ministries lack capacity (IMF fiscal space constraints);
An overall policy directive for the allocations of grant and concessional funding with the framework of a GEFA is not articulated;

	OPPORTUNITY
	THREAT

	· High demand for climate financing at all levels
· Stakeholders all agreed for the development of a Fund
· CCCAF operational procedures are sound enough to get the Environmental Division accredited to the Adaptation Fund
· The national fund can be used to programme the EDA funding
	· Government may not build capacity – government attrition policy on hiring
· Stakeholders could not agree on a home for the national fund this can result in lack of support by key stakeholders if their preferred entity is not selected;
· Focus on climate change financing leverage financing for  development and disaster risk activities of the Government can limit access to funding from international agencies that cannot be used for leveraging;
· The setup of the fund can be plagued with delays as the National Trust Fund;
· Capacity will be built based on the strength and influence of the entity or project with the most financial and political support at the time.  A systematic approach may not considered;



1.4. [bookmark: _Toc510707403]Recommendations for institutionalizing the CCCAF 
[bookmark: _Toc510447627][bookmark: _Toc510447732][bookmark: _Toc510465899][bookmark: _Toc510468400][bookmark: _Toc510447629][bookmark: _Toc510447734][bookmark: _Toc510465901][bookmark: _Toc510468402][bookmark: _Toc510447631][bookmark: _Toc510447736][bookmark: _Toc510465903][bookmark: _Toc510468404][bookmark: _Toc510447632][bookmark: _Toc510447737][bookmark: _Toc510465904][bookmark: _Toc510468405][bookmark: _Toc510447633][bookmark: _Toc510447738][bookmark: _Toc510465905][bookmark: _Toc510468406][bookmark: _Toc510447635][bookmark: _Toc510447740][bookmark: _Toc510465907][bookmark: _Toc510468408][bookmark: _Toc510447636][bookmark: _Toc510447741][bookmark: _Toc510465908][bookmark: _Toc510468409][bookmark: _Toc510447637][bookmark: _Toc510447742][bookmark: _Toc510465909][bookmark: _Toc510468410][bookmark: _Toc510447638][bookmark: _Toc510447743][bookmark: _Toc510465910][bookmark: _Toc510468411][bookmark: _Toc510447641][bookmark: _Toc510447746][bookmark: _Toc510465913][bookmark: _Toc510468414][bookmark: _Toc510447643][bookmark: _Toc510447748][bookmark: _Toc510465915][bookmark: _Toc510468416][bookmark: _Toc510447644][bookmark: _Toc510447749][bookmark: _Toc510465916][bookmark: _Toc510468417]Based on the assessment of the various entities, such as the GEF Small Grants Program, Grenada Development Bank, the Basic Needs Trust Fund and other donor funds within the Environmental Financial Architecture for Grenada, several entities could technically serve as the home of the CCCAF.  It is recommended however, that for strategic reasons explored below, the CCCAF be situated within the Environment Division. This recommendation was confirmed by the Cabinet in a later decision.
The recommended home for the CCCAF was identified within the context of the wider lens of the Grenada Environment Financial Architecture (GEFA). This approach allows for the strengthening all entities that serve an important and unique role in delivering environmental impact while leveraging a reduction of current negative impacts of their own respective activities on the Government’s financial deficit and the management of the environment (Figure 7). If the CCCAF is housed in the Environment Division, the CCCAF will add significant value to the overall sustainable development of Grenada. 
It should be noted that all entities identified as potential candidates for the CCCAF during this consultancy are important to the overall Grenada Environment Financial Architecture (see Figure 4) and that each of them indicated that they will need their capacity built to deliver the necessary environmental and climate change results needed for the success of a national environmental financing strategy. The entities with the least amount of capacity are the Environment Division and the GEF Small Grants Program. The funding from the GCF EDA project soon to come on stream could therefore focus on capacity building of these entities. 
The Environment Division has very limited core capacity to address national legislative requirements and sustainable developmental needs. Due to Grenada’s IMF fiscal reform program, there is a Government-wide policy to reduce the Government’s payroll. This is affecting the ability of all public institutions to attract and retain suitably qualified staff. The Division needs not only capacity building to manage the Fund, but also to hire additional staff to fulfil its role of environmental and social safeguards and other core functions for the country. The Division will require at least 10 permanent additional staff members to manage day to day public duties. With the proper setup of a Fund, tens of millions of dollars could be raised annually to justify long-term and contracted staff.  Capacity building of the Environment Division will be required regardless of where the CCCAF is housed.  
In addition, to basic capacity building requirements, the Environment Division can be strengthened strategically[footnoteRef:5] to contribute to entire national environmental financial architecture and environmental management and not just to be the home of the CCCAF. This approach may have better Cabinet consideration since it presents more value for money. Capacity building can also be an opportunity to use the funds and capacity of the Environment Division to leverage the National Fund as a value-added greening of financing flows of the private sector.  This approach will lower the need for large number of staff within the Environment Division and capitalize on the consideration capital and man power from the private sector [footnoteRef:6]and the rest of the civil service.  The Environment Division can also be a major contributor to the necessary environmental and social safeguard services to projects and programs particularly for environmental and social safeguard risk Category B and C projects. Further the Division can leverage the National Fund to raise even more funding for other environmental issues such as biodiversity, chemicals etc.  This leveraging and strategic approach is being utilized by the Ministry of Finance for the wider developmental agenda and it can also work on the micro level for the National Fund and the Environment Division.  [5:  The Environment Division does not have to build the capacity by itself; it can work with the GEFA to build capacity where necessary and to work with other agencies/entities with existing capacity through contractual arrangements.  This can be accomplished with a PMU of full time and part-time staff.  ]  [6:  The private sector and NGO can included by designing project with components such as revolving funds and ongranting.  To do this effectively it is best to have a Fund in place. ] 

This strategic approach is already being pursued by the Government. During the time of this assessment, the Government took a decision to build the capacity of the Environment Division and to establish a Fund like that of the SIRF Fund in Antigua and Barbuda.  In pursuit of this directive from the Cabinet, the Ministry has since drafted legislation and conducted consultation. The draft legislation calls for a Ministry of Climate Resilience, Environment and Natural Resources.  The purpose of this approach was to bring a more strategic and comprehensive capacity building actions to the entire area of environmental management.  The proposed structure of the Ministry is presented in Figure 1 below.
This process of consultation and decision making on the new approach to environmental management in Grenada was placed on hold due to elections. After elections, the new Ministry of Climate Resilience, the Environment, Forestry, Fisheries, Disaster Management and Information was formed[footnoteRef:7]. Although this Ministry is not exactly as in the draft legislation, this could serve as the next step in the formation of the new approach to environmental financing and the new home for the CCCAF.  The proposed legislation, if enacted, will grow the CCCAF into the Climate Change and Environment Trust (CCET), from a small community fund to a larger environmental fund. Within the overall financial strategy however, the CCCAF/CCET will still channel just a portion of the funding portfolios programmed by the Ministry of Finance.  The Prime Minister of Grenada has indicated that the legislation will be presented in the Parliament soon after the elections. Capacity building should take place shortly thereafter. [7:  http://www.nowgrenada.com/2018/03/government-ministers-and-senators-appointed/] 
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[bookmark: _Toc510519648]Figure 1. The structure of the Ministry represents a more systematic and strategic approach to overall capacity building while providing a home for the CCCAF fund[footnoteRef:8]  [8:  Readers should note that this development of the new legislation occurred in the last weeks of preparation of this deliverable] 


1.4.1. [bookmark: _Toc510518342][bookmark: _Toc510518438][bookmark: _Toc510518527][bookmark: _Toc510707404]Other strategic recommendations
To facilitate rapid institutionalization of the CCCAF to capitalize on short-term opportunities:
· The Cabinet may consider the SIRF Fund model in Antigua and Barbuda as a way forward to attract funding as well as to meet the requirement of the OECS Treaty of Basseterre to secure financing for all environmental issues, and not just for climate change;
· One recommendation for a smooth transition and to meet the deadlines of the EDA project is that the CCCAF Staff be retained to fully transition the Fund. Experience has shown that this can be a long process: establishing the Grenada Trust Fund started in 2010 and it is yet to become operational.  Although this is not expected for the CCCAF, it is important to be realistic and ensure that staff are available to transition as quickly as possible.  The Ministry may therefore have to consider contract extensions or new contracts for 12 months to allow for the transition. The EDA project has some support for Environment Division staffing;

Beyond the scope of this study:
· The Government needs to further articulate the Grenada Environmental Financial Architecture (GEFA) and assign specific roles and responsibilities to each of the entities. When the new Ministry of Climate Resilience, The Environment, Forestry, Fisheries, Disaster Management and Information is setup, the GEFA design will be included in their strategic development plan.  This will send positive signals to donors, investors and relevant stakeholders of their respective roles and responsibilities.  It will reduce turf wars, identify areas for strategic redundancy and establish a system of review and monitoring of the entire GEFA, rather than the individual components;
· The CCCAF will require early and clear policy direction from the Cabinet of Ministers on its ability to fundraise within the context of the overall financial architecture. The fundraising strategy with funding target and programs for funding will be articulated in the Fund’s Business Model and Strategy that needs to be developed at the beginning of the EDA project.  This document should be updated within six months of the establishment of the Fund in its new home and submitted to the Cabinet for consideration;
· There needs to be a clearly articulated strategy for the involvement of the Private Sector and NGOs in the Financial Architecture. Grenada is in process of accessing GCF Readiness to develop a policy and program to fully include the private sector and non-governmental entities;
· The monitoring and evaluation of projects and finance should take place at the level of the Grenada Environmental Financial Architecture and not only at the individual Fund and entity levels.  This will further reinforce the structure of the network of core entities within the GEFA and how they coordinate and complement each other and support future replenishment cycles; and
· The Government has a general approach to fundraising for environmental activities related to the MEAs, but there is a need to build capacity and further refine and focus this approach. The Blue Economy approach is an example of a well-developed articulated strategy towards a specified national goal. Fundraising for replenishment for the environment and the GEFA could benefit from a similar approach. 



2. [bookmark: _Toc508545540][bookmark: _Toc510707405]Introduction 
The Program on Integrated Climate Change Adaptation Strategies (ICCAS) is being co-implemented by the United National Development Program (UNDP) and the German Development Cooperation (GIZ) through the Environment Division of the Ministry of Ministry of Agriculture, Lands, Forestry, Fisheries & The Environment (MoALFFE) in Grenada. Funding for this project is provided by the German Federal Ministry of the Environment, Nature Conservation, Building and Nuclear Safety (BMUB), International Climate Initiative (IKI).
Under the UNDP-supported components of ICCAS, a Community Climate Change Adaptation Fund (CCCAF) has been operationalized to strengthen adaptive capacities through community-based initiatives; and share knowledge and experiences from the program to improve understanding and awareness of climate change risks and adaptation measures.  The implementation of the CCCAF is scheduled for completion in June 2018, and the UNDP in collaboration with the Ministry with responsibility for the Environment is seeking a strategy for the institutional home for the fund as well as pathway for sustainability with a predictable source of financing for community adaptation.  
The CCCAF has since programmed just over US$1.3 million, and because of its impact, it enjoys the support of both the community and the Government. Project outcomes included conducting a feasibility assessment to determine the best approach for the sustainability of the Fund and its place within the overall architecture for environmental financing in Grenada.  

[image: ]
Fig.  Cheque presentation ceremony for the CCCAF project on the mainland of Grenada – Attended by representative of the community groups.
This consultancy has therefore sought to determine the feasibility of this Fund finding the necessary political, institutional and stakeholder support to be an effective and strategic partner in accessing climate finance for Grenada. 



3. [bookmark: _Toc510707406]Summary of Activities
3.1. [bookmark: _Toc510707407]Terms of Reference for the Feasibility Study
The CCCAF is a major output of the ICCAS project and the sustainability of this initiative depends upon the Government taking over the project after it closes in the first half of 2018. This Feasibility Study recommends a way forward for institutionalizing the CCCAF and has been prepared through engagement with representatives of UNDP, GIZ ICCAS, the Environmental Division, other Government agencies including Finance, Agriculture, the National Climate Change Committee (NCCC) and other important stakeholders.
Lessons learnt were synthesized from other small-grants types of funding mechanisms active in Grenada, along with referencing examples of climate funds within the Caribbean and beyond to determine donor requirements and likelihood of fund support beyond the project. Other stakeholders that are important this study are the private sector and individuals who are expected to be affected by any Climate Change policies.  These stakeholders are most likely to be the primary beneficiary of the CCCAF. 
The process assessed several potential institutions, including the Grenadian Development Bank, the Environment Division and the Grenadian Sustainable Development Trust. Other entities/programs identified during the process included the Basic Needs Trust Fund (BNTF) which has a long history of processing grants on behalf of the CDB.  The TORs for the assessment included establishing the main criteria, examining the role of each option, and recommendations for long-term “home” of the CCCAF.  The assessment considered the importance of each of these funds within the context of the overall environmental financial architecture for Grenada.  
In addition to finding a “home” for the CCCAF, expansion of the current the scope of the CCCAF is considered to meet the goal of the OECS Commission’s St. Georges Declaration for Sustainability as well as the GCF Enhanced Direct Access project that was approved for funding by GCF Board in March 2018, as well as other source of funding.  This feasibility study examines the potential scope of the CCCAF working within the current financing and operational policies of the Government. 

3.2. [bookmark: _Toc510707408]Methodology
The feasibility assessment was conducted by desktop research, site visits and stakeholder consultations.  The purpose was to find an institutional home for the CCCAF and to conduct a feasibility study of the possible options.  During the desktop study and the first mission to Grenada, however, it was noted that a gap in the approach of the consultancy was that it did not consider new and emerging events since the beginning of the ICCAS project. It was therefore suggested that the Ministry should also consider that there is a need for policy guidance from the highest level, based on an analysis of pros and cons of various options as well on the vision of the Government for the institutionalization of a fund for adaptation to climate change. Without guidance from the Cabinet, the feasibility of institutionalizing the fund with the support of the Government would be limited if not impossible.  

[bookmark: _Toc510519649]Figure 2. Methodology for feasibility assessment of the institutionalization of the CCCAF

The Ministry with responsibility for the Environment needed therefore to seek guidance from the Cabinet of what was first politically feasible. The consultant therefore recommended that the Ministry consider the following approach: 
(a) Government needed to make a policy decision and provide directives to establish a fund for climate change and environmental management;
(b) Due to the broadening of climate finance available, the Government may undertake consideration of the institutional arrangements for the CCCAF as well as the expansion of the scope of the Fund; 
(c) The approach of the scope of this study may also take the perspective that the CCCAF and its new role will be viewed and developed within the context of an overall existing financial architecture with associated principles, policies and legislation, and 
(d) the ICCAS team and the Ministry should consider a mission to Antigua and Barbuda’s Department of the Environment to become familiar with the team working on the Enhanced Direct Access (EDA) Project 
The Ministry accepted the above-mentioned approach and during the consultancy, several key steps were taken by the Government that have enabled the presentation of this feasibility study to ensure that the CCCAF will live beyond the life of the ICCAS project. One of the methodological focuses was also to focus on Grenada’s overall financing architecture for climate change and the environment. 

3.3. [bookmark: _Toc510707409]Outcome of the Consultations
The consultant’s first mission to Grenada to consult with the stakeholders and to assess the procedures and current institutional arrangements for the CCCAF Fund was on 23 – 27 October 2017. The consultation spoke with Government agencies, ICCAS project staff, GIZ staff as well as NGOs and the private sector.  The consultant spoke to the team developing future projects, including the Enhance Direct Access project.
The following observations were made during this initial consultation period: 
· The issue of the need for capacity building and additional staff was not understated and this issue is critical for the fund being housed in any of the potential institutions: 
· The processes of the CCCAF will need significant building to meet the GCF and other donor requirements of the EDA and other projects.   
· The Grenadian Development Bank has significant capacity to program revolving fund but it is not clear if they are the most appropriate institution for on-granting. They are clearly important for revolving funds and potential equity and other financial instruments.
· The BNTF has a significant role to provide co-financing and to program significant amount of financing from the CCCAF as a partner agency;
· The Ministry of Finance Public Sector Investment Program (PSIP) process needs to be strengthened allow for a smooth programming of funds from donors;
· The Government may have to consider that the fund must have its own bank accounts or dedicated staff at the Ministry of Finance to program its funds in a timely manner. 
· There are a few funds already existing within Grenada, these may be excellent executing partners of the environmental financial architecture for Grenada. 
· In general, all stakeholders were open to the idea of the SIRF Fund model but was skeptical if this would be accepted.

3.3.1. [bookmark: _Toc510707410]Key proponents of the CCCAF
[image: ]
Photo 2.  Some of the main high powered beneficiaries who are the most ardent proponents for the Fund and interested in the outcomes.

Key proponents of the CCCAF are identified as having high Power and high Interest in the outcome of the institutionalization process. 
[image: ]
[bookmark: _Toc510519650]Figure 3. Power Interest Grid


[bookmark: _Toc510518599]Table 2. Mapping key proponents and potential partners of the CCCAF
	Proponent
	
Engagement Approach
(current relationship and how/when to engage this person/group)
	Preferable means of Communication
(could include who should communicate)

	Cabinet of Grenada
	The Cabinet was engaged when there was no consensus on where the CCCAF fund should be located.  Further the project is coming to an end and the transition is yet to take place.  The decision of the cabinet allows for the resolution of this decision and allowed for the concentration and rapid moving forward with the operationalization of the Fund.   

The Cabinet should only be engaged when they are needed to provide policy and vision guidance.  In the case of Grenada however this approach required that the rational and information are detailed and make sense especially with the current Prime Minister.  
	The office of the Permanent Secretary and the Minister with responsibility for the Environment

	Environment Division
	The Chief Environment Officer.  This Division is currently being restructured as this report is being prepared.  The structure of this Division will significantly changes in 2018. 

	Chief Environment Officer and the Permanent Secretary

	Ministry of Finance
	The Ministry of Finance program of responding to the mandate to build resilience in the infrastructure of the country and to provide the necessary fiscal oversight of line agencies, Funds, and financing facilities.  All funds have to report the resources received for tabling at the Parliament.

The Ministry also provides treasury function for the respective projects.

	Financial Secretary, Permanent Secretary, GCF NDA, and the Minister of Finance, PSIP office

	Regional Stakeholders 
	OECS Commission and the Eastern Caribbean Central Bank (ECCB), CARICOM and its Climate Change Center in Belize (5C’s), the Caribbean Development Bank 
	The respective agencies have contact persons depending on which agency in Grenada that will be reaching out (education, health etc.).  The Ministry of Finance and the Grenada Development Bank may interact with the Eastern Caribbean Central Bank 

	International Stakeholders
	The major international stakeholders in Grenada are UNDP, GIZ, UNEP, GEF, GCF, the Adaptation Fund, international NGOs such as the Nature Conservancy and private sector investors. The project was designed and implemented under the stewardship of GIZ, UNDP and others.   The success of this fund and where it is placed will be reflected in the final evaluation report for the project.   Engagement is via direct contact which is easy since the GIZ offices are next door to the Environment Division, via consultations on project inputs and outputs and via the evaluation report for the project.
	GIZ – Has contacts in Grenada and the regional officers in the Dominican Republic
UNEP – Contact Point UNEP RCU Jamaica or Nairobi Kenya. Contacts Changes depending on the issue;
UNDP – Program officer in Barbados;
GCF – Regional officer assigned to the Caribbean as well as direct contact at the Secretariat
Adaptation Fund –Secretariat in Washington
GEF – Officers in Washington and national GEF focal point
NGOs and impact investors have their own system of contacts

	NGOs and Communities 
	Local NGOs and communities are diverse with a variety of interests.  Some of community groups, including NGOs/community groups (register and unregistered), some private sector associations (at the subsistence and local level). These can include farmers, fishers, churches, schools, civil institutions, etc. Many of the groups have only volunteer staff while others have some capacity to have contract staff.

The current engagement approach is to call for consultations and have meetings.  There are however some focus groups meetings and other ad hoc approaches
	The GEF focal point and the Community Liaison officers are the appropriate outreach officers.   It would be good for the Environment Division or the Grenadian Development Bank to hire a dedicated community outreach officer(s).  This can be part – time positions so they are available outside normal working hours when the members of the community are available.

	Academia
	Discovery Bay Marine Laboratory, St. George’s University, University of the West Indies: not currently actively engaged however academic and research institutions can be beneficial partners to provide ongoing M&E services to the project, interns can supplement and complement well organized and structured PMUs, and the institutions can provide a pipeline of professionals for long-term capacity building.
	The institutions are all based or have physical representation in Grenada. 

	Private Sector 
	Fishers, farmers, hotels, Banks, informal sector etc.  
	Each of these sectors are represented by their individual associations, this is the best point contact including and as well as the Chamber of Commerce.

	Micro social investment sectors
	This is a new area and these groups were not identified during this study.  Under the GEF small grants program however there were a few such projects where the investments were social in nature.  
	GEF small grants program.

	Energy and Building sectors 
	Construction, Hardware stores, Physical Planning Department, Educations institutions etc. 
	Architecture and Engineer associations, tertiary schools and technical schools, ministry of Education




4. [bookmark: _Toc510707411]Grenada Environmental Finance Architecture 
4.1. [bookmark: _Toc510707412]Financial architecture as a strategic approach
The Grenadian financial architecture consists of funding streams (taxes, levies, donor funding etc.), funds, and a legal, policies and measures framework around which the funds are raised and disbursed.  The architecture also identifies the role of various Funds and funding streams to provide a coherent and effective approach to allocation of resources.  It is within the context of the architecture of today and the future that the CCCAF assessment will be conducted.
A Grenadian Environmental Financial Architecture (GEFA) is all the above, but it provides a very important role of keeping the “big picture” front and center.  The project-by-project approach to climate financing can distort capacity building activities. This approach can cause fragmentation, reduce productivity and lower moral.  The GEFA will determine the capacity building needs of the CCCAF, where to build synergies, and where to strategically encourage redundancy, thus encouraging some level of healthy competition.  A project-by-project view is a risk to success to meeting critical objectives. An environmental finance architecture approach is programmatic and will promote predictability and coherence in project implementation over time. 
Grenada’s Environmental Financial Architecture therefore is not only the funding mechanism and its respective fiduciary standards but the policy and legal guidelines on how the funds will be spent and a force of social and environmental change. To distinguish these funding arrangements from the general provision of financing for Government operations, policies and guidelines should be structured to ensure that the funds are being implemented per international obligations. Further, the architecture should be clear on the fiduciary standards of each of the funds and the funding mechanisms, Environmental and social safeguards, a clear process for openness and transparency and a robust system for Monitoring and evaluation. 
The overarching objective of the GEFA may include:
· The international and national goal may be to leverage scarce international financing to assist in the channeling of Government and private sector investment flows towards decoupling economic growth from all types environmental damage including climate change;
· The greening of the private and community financial sector;
· Build resilience in providing the teams that work together for the implementation of the GEFA;
· Build a coordinated and common approach to fund raising at the national and international level;
· Provide regional support and lessons learnt;
· Build capacity efficiently and effectively and introducing the correct amount of redundancy in the system thus mitigating the ability of Grenada as a small island state to keep the work flow going when someone leaves, hurricanes drought or simply have to travel for work; and
· Build the capacity of all stakeholders to be a functional partner preventing environmental degradation and provide them with the ability recover when there is a disaster with little outside support.
To do this, the GEFA must engage stakeholders in a participatory way. Currently, stakeholders do not feel that they have a say in how funds within the GEFA are allocated and programmed. Stakeholders such as NGOs and the private sector can enhance implementation and environmental, social and gender safeguards if invited to be represented on technical and oversight committees as well as to make recommendations to the Government on how to program the large amounts of grants and concessional financing received by Grenada each year.  In the case of climate change, the goal of the GEFA is to raise funding to compliment the Country’s developmental program to ensure that national, regional and global economic growth is increasingly low carbon and climate resilient. Stakeholders can greatly assist with this goal.

Research has indicated the following is key to accessing and attracting international and local funding for climate change and the environment:
· Demand for projects: distinction must be made on what is a climate/ Environmental project and what is development.  The Climate Funds are only providing financing for incremental cost only.  
· Developing appropriate institutional arrangements: to allow the channel of funds in an efficient, open and transparent manner to all sectors and stakeholders;
· The policy and legal framework: The policy environment can create demand and reward “green behavior”. This is particularly important in the mitigation sectors of electricity, transportation, waste, and agriculture sectors as well as associated sectors such as Banking, and Insurance.
· The role of partnerships: Grenada has invested in partnerships with international agencies such as UNDP, GIZ and The Nature Conservancy to assist the country in accessing financing.   This has been the main reason for the increase access to Climate Finance. 
The draft NAPs for Grenada has indicated over USD 200 million in financing is needed over the next 5 – 10 years for the initial adaptation requirements identified in the document. The World Bank[footnoteRef:9] has indicated that Grenada’s NDC will cost USD 0.16 billion for implementation most of these are for mitigation projects. While the policy statements identified projects in mitigation, adaptation, capacity building and technology transfer.  The institutional arrangements are the traditional structure of the Ministry of Finance with the advent of the Grenada Sustainable Development Trust and the increase interest and Capacity of the Grenadian Development Bank.  The use of national Environment fund as an institutional option for the channeling of funds was not indicated as a possible option within most policy documents developed thus far.  The formation of new and existing funds tends to be more project and externally driven and have not been assess within the context of the overall environmental funding needs.  The OECS model environmental legislation was developed since 2005 – 2006 and called for a general environmental fund Grenada opted to utilize this approach in late 2017.  [9:  http://spappssecext.worldbank.org/sites/indc/PDF_Library/GD.pdf] 

It is expected that these climate change cost estimates are conservative and did not adequately take into consideration the financing required by the private sector and NGOs can access financing to meet the objectives of the Paris Agreement and other conventions.  The total cost of Climate change actions outlined within the NAPS and the INDC is conservatively estimated at about 40M USD per annum in projects and programs for all sectors and stakeholders by 2030. Over the last 5 years the average funding access for Climate is not even 10% per annum of this amount.  This means that the cost of climate and environmental action has been borne by the Government, NGO and the Private Sector.  
During the respective country mission and consultations, NGOs and private sector were anxious to be part of the solution for environmental and climate action and are ready to access whatever funding that comes their way even concessional loans.  NGOs present at the meeting even indicated a willingness to borrow at concessional rates to ensure that their assets are Climate resilient.  The potential for local partnerships are unlimited and if fully accessed will reduce the need for significant capacity building within the CCCAF itself or the Environment Division.  This is a good sign for Grenada and places the country in a good position to channel funding from international sources directly to the beneficiaries and communities.

4.1.1. [bookmark: _Toc510707413]OECS and the St. George’s Declaration for Environmental Sustainability
The Eastern Caribbean is prone to hurricanes, droughts and other natural disasters. These disasters are predicted to become more frequent and more intense are a result of climate change. One of the major consequences of the impacts of climate change is the impact of the Global Financial sector and its ability to make investments worldwide based on the perceived and real risks to these investments.  The local financial sector which includes commercial banking, microfinancing entities, community financing programs[footnoteRef:10] (in Antigua, this is called “box hand”) and insurance may face severe difficulty due to increased real and perceived risk in investing within the region.  This is true in all SIDS and especially true of Grenada which relies on its natural resources and its people as the major input into its economy. The country has limited debt space to borrow to recover after an extreme weather event or even to continue to borrow for investments.  Further, the Grenadian currency Eastern Caribbean Dollars (ECD) is tied to that of eight (8) other countries and territories.  This means that extreme weather events do not have to directly affect Grenada for it to have an impact.  [10:  In Antigua and Barbuda this is called the Box Hand; ] 

SIDS are already challenged to attract the kinds of investments that they need and for most of the Islands within the OECS the World Bank’s Ease of Doing Business reports[footnoteRef:11] for respective islands have pointed to access to capital a major factor. The size of the economy limit’s the ability to access financing from the capital markets where the minimum portfolio must be at least half a billion USD. Grenada is trying to address this barrier of size with the Blue Economy program currently under development. This program plans to identify over half a billion of projects and programs and approach the capital markets (as well as other sources) to attract this relatively new sources of financing.  [11:  http://www.doingbusiness.org/data/exploreeconomies/grenada, http://www.doingbusiness.org/reports/regional-reports/org-of-eastern-caribbean-states] 

As the country work towards solving access to appropriate financing for economic growth, financing for the environment is a central issue that commands the attention of international, regional and local stakeholders. It is widely agreed that there has been an increase in the amount of funding available for financing environmental projects, yet the countries as well as regional entities struggle to access these in the scale and form that they need. 
The OECS Countries are not only tied by their fortunes via a single currency, but they also rely heavily on their human and natural resources. To ensure that resources are managed carefully the OECS commission and the OECS countries have all agreed to the St. George’s Declaration for Environmental Sustainability.  This declaration was reviewed in 2006[footnoteRef:12] and was also incorporated into the Article 24 of the Revised Treaty of Basseterre[footnoteRef:13]. Article 24 and 13.1 both encouraged Member States to harmonize policies and programs on how they manage the environment. Further the Principles of the Declaration are all based on the Barbados Plan of Action for SIDS and revised to incorporate the results of the Samoa Pathway.  [12:  http://www20.iadb.org/intal/catalogo/PE/2009/03209.pdf]  [13:  24.1 Each Protocol Member State shall implement the St. George's Declaration of Principles for Environmental Sustainability in the OECS to minimize environmental vulnerability, improve environmental management and protect the region's natural (including historical and cultural) resource base for optimal social and economic benefits for Member States. ] 

Like other agreements, each of the Member States are encouraged to prepare National Environmental Management Strategies (NEMS).  Further the OECS Commission drafted framework Model Environmental legislation for the Countries to modify to their own needs. To date Antigua and Barbuda, and BVI has passed relevant legislation.  Dominica and Grenada has drafted these and are awaiting their turn in Parliament.  
The Model Legislation[footnoteRef:14] recommended the inclusion of a Fund within the Act of respective countries.  To date BVI has established a stand-alone climate change fund which, Antigua and Barbuda has created a Sustainable Island Resource Framework Fund and Dominica has plans for a Sustainable Trust fund.   The draft Grenada Environmental Bill does not include a provision for a funding mechanism for environmental programs but Cabinet have recently (2017) provided the green light to amend the Bill to reflect a funding mechanism.    [14:  http://www.oecs.org/public-resources-centre/oecs-library/div-sdu/oecs-model] 

As the Secretariat for the St. George’s Declaration the OECS Commission is now working towards becoming accredited to the Green Climate Fund as well as the Adaptation Fund.   The project design and fundraising strategy of the Commission will have to be consisted with the Treaty provisions under the St. George’s Declaration.  It is therefore important to consider this regional process and the potential role for the CCCAF and other national funds.   

4.1.2. [bookmark: _Toc510707414]National policy framework
As part of the Environmental Management Program for the St. George’s Declaration, UNFCCC, CBD and other important multilateral environmental agreements (MEAs) each Party is required to prepare policy documents on how and when they plan to implement actions related to their Commitments and or contributions. These plans are time bound and require a robust reporting and monitoring system. Documents for climate change includes the National Communications (every 4 years), the INDC (in 2015 and NDC in 2018), National Biodiversity Strategy and Action Plan (NBSAP), among others. These reports are the definitive source of actions from which programs and projects are developed for financing.  
Grenada has in place the following laws and policies to adapt to the projected impacts of climate change: 
a) Ratification of the Paris Agreement in 2015
b) Revised Building Code for Grenada 
c) Draft National Land Use Policy
d) National Disaster Plan 2011
e) The National Climate Change Policy for Grenada, Carriacou and Petite Martinique (2017-2021)
f) The National Adaptation Plan for Grenada, Carriacou and Petite Martinique (2017-2021)
g) The Nationally Determined Contribution (NDC), submitted 2015
h) The National Agriculture Plan
i) Blue Growth Coastal Master Plan, 2016
j) Caribbean Regional Strategic Program for Climate Resilience 
k) Sustainable Development Goals (SDGs)
The laws and policies are indicative of the significant political and community support in Grenada for climate change. 
The recommended institutionalization of the CCCAF is therefore designed to support a Financial Architecture that supports and compliment the successful implementation of these national and regional policies and laws while reflecting the financial standing of the country.
There are many channels to access funding from public (Multilateral, and bilateral, International and Local), and private including crowd financing and NGOs.  Funding flows includes concessional and commercial loans, grants, equity and guarantees for Government, NGOs and the Private Sector.  
Other source of funds may come from the national private sector and or taxes or levies.   Grenada has just emerged from an IMF restructuring program.  The country was reported as implementing the IMF program in a manner that was highly commended. However, the results of the program concluded that the debt to GDP ratio placed the country in a precarious position.  The 2018 budget speech however indicated that the country is in a much better position and are taking concrete steps to keep it that way.  The country is painfully aware that if the 2017 hurricane season had affected Grenada as it did other OECS Countries, it will result in a reversal of the Country’s well-earned financial standing.  For the foreseeable Future national taxes and levies is therefore not a viable source of financing for the new fund.  The CCCAF however can benefit from the hiring of staff and other support from the Government but direct levies to support the fund is not likely at this time but cannot be ruled out in the future.  Initially the CCCAF/CCET Fund will be designed as a vehicle to program funding entirely from regional and international climate funding sources and bilateral donors.   This assessment was further confirmed during the first mission and second mission to Grenada, the most recent IMF reports and budget speeches.    It is not likely therefore that the country can meet its climate commitment without raising funds from international sources.  The country can however design its Climate Finance program to use international financing to leverage funding or actions from the private sector including a window within a dedicated environmental fund. 

4.1.3. [bookmark: _Toc510707415]Defining roles and responsibilities within a financial architecture
Once a financial architecture has been assessed and a strategic direction is agreed, there many roles and responsibilities for different actors. The overall architecture will be enhanced through the segregation of duties while maintaining a coordinated and coherent approach with effective communication and coordination.[bookmark: _Toc510519652]Figure 5. Building an inclusive environmental finance architecture requires the involvement of many actors with difference niches and expertise
[bookmark: _Toc510519651]Figure 5. Summary of different roles and responsibilities within a financial architecture

For decision-making on grant and loan awards, this could be delegated to a participatory and transparent Board or Committee that has an excellent track record of Secretariat services.
For fiduciary controls, a private sector institution, the Ministry of Finance, or the GDB could provide a treasury function. 
Independent M&E and accountability is key for a successful replenishment, and this could be provided through structuring agreement or MOUs with a University, the national Statistics Office, the OECS Commission M&E Unit, among others. Finally, the quality of service providers will determine value-for-money for on-the-ground financed activities. High quality service providers and contractors can be a significant challenge for small islands. Transparent rankings of service providers is one way to avoid contractors with poor performance and to encourage higher quality performance, as demonstrated with apps such as Uber, Airbnb, and others. 
The above is not an exhaustive list of roles and responsibilities required for a successful environmental finance architecture. Rather, it is intended to re-focus the scope of discussions on the strategic challenges facing Grenada and its ability to deliver the environmental dimension of its sustainable development agenda. 

4.2. [bookmark: _Toc510707416]Stocktaking of other financial mechanisms in Grenada
The financial flows for environmental management into Grenada is channeled and programed mainly by the Ministry of Finance. There is a clear policy that the majority of funds are to be channeled and implemented via the Ministry of Finance’s Project Unit. Where this is not possible due to donor requirements, respective technical Government agencies and other related institutions including the BNTF and the GDB implement these projects/programs.  Very little of these funds/projects/programs are managed by NGOs and/or the Private sector.  
Notwithstanding the means and methods of implementation, the Government meet the donor financial and fiduciary requirements by making use of the special fund provision of the Public Finance Act, thus ensuring that the funds do not enter the consolidated fund.  The special fund provision may be just a separate bank account or where the donor requirements require otherwise or there is a need to have strategic approach to accessing financing it can be elevated into the establishment of a facility or a Fund.  The formation of a Fund can be accomplished in many ways, however in practice a Fund operates as a bank account with funds held in trust and dictated by special legal and institutional provisions. Table 3 outlines the variety of approaches in which funds are channeled through the Government Financial Architecture.

[bookmark: _Toc510518600]Table 3. Summary of funds programming financing for environment and climate in Grenada – Legal and institutional options for CCCAF
	Fund/Funding Stream (Entities)
	Background
	Capacity
	Characteristics
	Financing Instruments

	Ministry of Finance
	Budget provided for institutional support. Public Sector Investment Program (PSIP) provides project specific support.
	The over-arching entity within the Government for programming of funds.  This entity mainly programs funds for development of the country, Manages projects and act as treasury function for most other entities.  It also is a significant source of co-financing to other projects.  It has capacity for project and program management.
	Act of parliament
	Grants and loans.  The Ministry receives loans at concessional rates and can un lend as it sees fit. 

	Environment Division  
	This is a Division without a current legal mandate; coordinates MEAs and assists in EIA processes. 
	Has the capacity for project and program design and implementation.  The implementation phase could benefit from the establishment of a Project Management unit to add flexibility to project Management.  The Environment Division, covers all areas of the Environment.  
	OECS model environmental legislation provides for Environment agency to have a financial mechanism.
	None at this time

	Basic Needs Trust Fund (BNTF)
	Program’s funding from the CDB.  These projects are related to community based activities that are designed to enhance livelihoods and poverty reduction.
	They are experts in project design and implementation, for community infrastructure.  Will need assistance in adding Climate Change expertise to project design;
The BNTF is great opportunity to mainstreaming of climate into development projects
	Special Fund under the Ministry of Finance. 
	Grants

	CCCAF
	Part of a project activity.  The project will come to an end in 2018.  Sources of Funds Bilateral.
	There is no sustained legal capacity.  
Staffing is currently at 11 persons working on the fund.

Total Capital programed 2014- 2018 was just under 1.6M USD
	This is a facility to provide grants for adaptation to communities.  It has not legal personality and cannot act on its own.  
	Grants at micro and community level

	Grenada Sustainable Development Trust 
	Trust designed to provide funding for protected areas.  The Trust is under development but it is designed to access funding from the Caribbean Biodiversity Fund.
	The Entity is new and does not have a track record, but it is designed to work via on-granting and can program funding for all areas of environment
	by-laws under the Companies Act 
	Grants, Revolving fund maybe?

	Blue Financing Program
	Blue Financing is vested into a Blue Innovative Institution (BII) of Grenada specifically targeting the Private Sector
	Not registered; 
	The Blue Financing Program was approved using the special funds provision of the Ministry of Finance 
	It is not clear yet how this program will be structured

	Grenada Development Bank 
	Development bank, deposits from the Government and multilateral sources such as the CDB.  Not allowed to have deposits from individuals but seeking Parliament approval to move in this direction.
	An “Entity Assessment” of the GDB was conducted with Readiness support from the GCF. The assessment found that the GDB complies with fiduciary management practices however the assessment identified ESS and Gender gaps in GDB’s capacity
	Act of the Parliament and relevant regulations.
	Loans and some grants (5 – 7% interest rates)

	Private Banks 
	Individual and business loans need large deposits to meet regulations.
	Adequate capacity
	Formed under the Companies Act.
	Commercial loans over 6 – 10% rates

	Credit Unions and Cooperatives 
	Individual and business loans at mostly micro level.
	Limited capacity
	Formed under the Companies Act 
	Commercial Loans 6 – 10% rates



The table above provides the assessment of current entities that makes up the current financial architecture.  Each of these has their own individual uses and are appropriate depending on the needs of the program, project and beneficiary. The question is how the capacity of the entire system could be maintained and strengthened with the addition of the CCCAF.

4.3. [bookmark: _Toc510707417]Lessons learned from other funds
National and regional funds can play an important role in the channeling climate finance and acting as a link between international finance flows. These funds allow for the channel of funds sources from international as well as national sources.  These are well placed to leverage changes in the greening of the national finance flows.  The further growth of the CCCAF fund could benefit from the experiences and lessons learnt from funds within and beyond the region.  Studies[footnoteRef:15] conducted by GIZ captures some lessons learnt and should be studied by the Environment Division.  These are further augmented by lessons learnt from the development of the SIRF Fund in Antigua and Barbuda (operational) and the BVI (not yet operational), as well as very successful community on-granting environmental funds in Africa (Rwanda and Namibia).  [15:  GIZ, 2012. It’s not just the money: institutional strengthening of national climate funds. Lessons learned from GIZ’s work on the ground. GIZ Discussion Paper.
] 


[bookmark: _Toc510518601]Table 4. Summary of national environmental and climate change funds reviewed – Examples for the new CCCAF to model
	Fund
	Established in
	Fund type
	Status
	Goal 
	Capitalization

	SIRF Fund – Antigua and Barbuda
	2015
	Cross sectoral fund
	Active
	
	Donor capitalization commitments of over US$6 million

	FONERWA in Rwanda
	2012
	Cross sectoral fund
	Active
	To achieve development objectives of environmentally sustainable, climate resilient & green economic growth
	Donor and government capitalization commitments of over US$76 million

	Environmental Investment Fund – Namibia 
	2001
	Cross sectoral fund
	Active
	Supporting individuals, projects and communities that ensure the sustainable use of natural resources.
	Donor and government (fees and levies) capitalization commitments of over US$60 million



Takeaways from the funds reviewed include that it was essential for strong Government support to bridge the operationalization phase since it is a costly process to set up a new institution. 
A cross-sectoral scope for a fund helps to pool funding from various local and international sources, and a broader scope mitigates against the risks of shifting donor priorities since a single purpose fund would “sunset” once donor priorities have shifted. In the case of Namibia, the Environmental Investment Fund (EIF) has had great success leveraging domestic environmental levies and fees from the Government as co-financing for scaled up financing; most recently, the EIF leveraged US$700,000 from the Government of Namibia to secure a Green Climate Fund simplified approval process (SAP) project totaling US$9 million. 

4.4. [bookmark: _Toc510707418]SWOT Analysis for the CCCAF
[bookmark: _Toc510518602]Table 5. Analysis of the internal and external challenges and opportunities to institutionalizing the CCCAF 
	Strengths and Weaknesses (internal analysis) 

	Strengths
	Weaknesses

	US$1.6 million via 27 community projects are being implemented by the fund throughout Grenada, Carriacou and Petite Martinique
	No long-term institutional or regulatory security 

	Experienced and relatively large number of staff; however, their contracts are ending soon as the ICCAS project is coming to an end
	Under the current financial situation in Grenada, the Fund will not be able to receive resources from the Government

	Popular with the local community since it provided grants 
	The current scope of the CCCAF to narrowly address climate change adaptation is a limitation on the ability of the fund to meet comprehensive environmental needs of Grenada and to scale up.

	Opportunities and Threats (external analysis)

	Opportunities
	Threats

	There is demand for environmental and climate change projects; CCCAF experienced a large demand for adaptation projects and if funding is made available there are good adaptation projects within Grenada that are yet to be financed
	There are not clearly assigned or articulated specific roles and responsibilities for each of the entities that constitute the Grenada Environmental Financial Architecture 

	The Private Sector desperately needs funding to allow it to participate in the environmental program of the country
	Stakeholders confidence in the Government’s ability to attract funding is not very high

	Strong support from the political level to support adaptation projects.  There is also a large opportunity for mitigation projects at the Micro level but this is yet to be addressed.
	Replenishing national financial mechanisms is a challenge due to IMF program as well as policies at the Ministry of Finance.


4.5. [bookmark: _Toc510447660][bookmark: _Toc510447765][bookmark: _Toc510465932][bookmark: _Toc510468433][bookmark: _Toc510518358][bookmark: _Toc510518454][bookmark: _Toc510518543][bookmark: _Toc510707419]Evaluation of Institutional Arrangements for the CCCAF
4.5.1. [bookmark: _Toc510707420]Criteria for selecting entities to host the CCCAF
Criteria for assessment:
	Overheads
	The overhead for a fund can limit its attraction to donors both national and international.  Naturally all donors would like for as much as the funds as possible going directly to beneficiaries.  Fees for AF and GCF projects are below 10% and project management cost for GEF and other donors range from 5- 10%.  As part of the consultancy a draft manual for the fund and the potential processes that will be needed to be established.  In the case of a small Fund the cost of operations can be substantially more than the 10% fees or 5% project management normally provided.  The difference in cost can be met by bilateral funding, or government directly funding staff.

	Legal Structure
	The structure of the fund can be of a various kind.  There is no such thing as an ideal legal structure where donors are concerned. The legal structure that provides certainty of mandate, risk reduction and flexibility sources of funds and types of Financial Instruments are some of the best practices to have.   Having the ESS and Gender criterial, NGO participation including within regulations also helps to build confidence. Further the legal structure that will provide certainty for monitoring and evaluation and environmental and social safeguards is a plus

	Trained staff
	The Fund needs to have adequate staffing or access to staffing with a range of expertise.  These include legal, Finance, Fund Management including fund raising, Environment and social assessment, and monitoring and evaluation.  Technically trained persons in the sectorial areas such as energy, mitigation, chemicals, ecosystem specialist, Biologists, physical planners, Civil engineers etc. are also important to have either within the entity or have access.  The Entity can also contract these out to consultants where needed and should demonstrate the ability to do so without exceeding its operational cost.  Many government agencies have access to trained personnel existing within other agencies and can access these via cabinet decision and inter-ministerial directives

	Sustainability of funding source
	It will be ideal to have a dedicated flow of funds.  The project by project approach is not ideal.  Sources of Sustainable Financing include taxes (MOF, ED, Grenadian Development Bank), levies, assignment of international flows to that funds (e.g. BNTF, and Grenadian Trust)

	Can meet international standards
	The entity can meet the international fiduciary standards and may even be accredited if provided the resources. For this study a detailed assessment was not conducted however the ranking. Use the assumption that with the correct legal structure and political will then the entity can be accredited if its receives the resources its needs to access or build its own capacities

	NGO Participation
	The NGO has dedicated or can dedicate resources to allow for participation while minimizing Government interference

	Private Sector participation 
	Can provide dedicated access to equity and or concessional loans to the private Sector

	Scope of projects
	The ICCAS project is an adaptation project, it is important to seek to establish a long-term funding mechanism to meet all of environmental goals.  This approach saves on capacity building and provide an opportunity to build cross functional teams

	Pass-through fund
	Some projects and or programs for SIDS are best designed with multiply financial instruments.  These include e.g.  grants, equity, loans and guarantees, it is important that the GEFA has mix of entities that are pass through funds, and executing entities.  This allows the project to avail itself to all the entities and their core competencies.



4.5.2. [bookmark: _Toc510707421]Assessment of potential entities 
The citing of the CCCAF as per the TORs for the consultancy considered the BNTF, Grenada Development Bank, the Grenada Trust, the Environment Division and the Ministry of Finance as potential homes for the CCCAF.   The entities are assessed within the context of the GEFA and the strengths and weaknesses are list from 1 – 5 with 1 being the weakest.   Comparisons were also made of a standalone fund being proposed for Grenada (CCET) and the SIRF Fund in Antigua.  The intention of this table is to allow for a strategy to build the entire GEFA to meet its full potential.  As you can see some funds are great as pass-through and others are great at disbursing right down to the micro level.



[bookmark: _Toc510518603]Table 6. Assessments of weaknesses and Strengths of the Entities within the GEF

	Entity
	Overhead 
	Legal Structure
And 
Mandate 
	Capacity for Monitoring and evaluation
	Staffing
	Sustainable Source of Financing
	International Fiduciary Standards
(using AF and GCF assessments)
If resources provided
	NGO and private sector participation
	Clear differentiation of developmental and incremental cost of Environment and Climate 
	Scope: environmental Plus Climate Change 
	Transparency 
	Scope of instruments 
	Can act as a pass through fund
	Total

	
	Scoring: High/desirable level = 5; Low/ not desirable = 1 

	Ministry of Finance 
	5
	5
	2
	3
	5
	5
	2
	2
	5
	3
	4
	5
	46

	Environment Division 
	3.5
	2
	2
	3
	4
	5
	3
	4
	5
	5
	2
	3
	41.5

	Grenada Development Bank 
	
3
	
3
	
2
	
4
	
5
	5
	4
	3
	2
	3
	3
	5
	42

	BNTF 
	1
	1
	2
	3
	4
	No[footnoteRef:16] [16:  No means that the entity is not designed to be on its own and it is not likely that it will even be.  The other entities can all be accredited if there is political will, track record and targeted dedicated capacity building.] 

	1
	2
	1
	5
	1
	1
	22

	Grenada sustainable Trust 
	1
	3
	3
	3
	5
	3
	3
	4
	2
	5
	1
	1
	34

	GEF small grants program 
	3
	1
	1
	2
	3
	no
	3
	5
	5
	3
	1
	1
	28

	These entities are for comparison Only 

	Standalone Fund (CCET)
	2
	4
	3
	3
	1
	5
	4
	5
	5
	4
	5
	5
	46

	SIRF Fund Antigua, Department of the Environment
	5
	4
	5
	4
	5
	5
	4
	3
	5
	4
	5
	5
	54





4.5.3. [bookmark: _Toc510707422]Recommendations for institutionalizing the CCCAF 
Based on the scoring above, the priority options are: Standalone fund; Ministry of Finance; the Environment Division; and the Grenada Development Bank.
Since this consultancy was initiated, there have been two main developments: high-level guidance from Cabinet[footnoteRef:17], subsequent drafting of enabling legislation, approval of two GCF projects benefiting Grenada including one that will directly provide capital for the replenishment of the CCCAF as well as additional climate funds that is in the process of identifying financial entity for its implementation[footnoteRef:18].  Political feasibility including action to build capacity is a major determining factor in the successful institutionalization of the CCCAF. The Cabinet of Grenada in late 2017 endorsed the following:  [17:  The First Draft of the Concept note, draft work plan and EDA concept was used to inform the Cabinet note;]  [18:  This is referring to the revolving Fund and the Component for Government interventions;] 

· The home for the CCCAF will be the Environment Division and the CCCAF will be the funding mechanism for the Enhance Direct Access Project being developed by Antigua and Barbuda for submission to the GCF;
· The capacity of the ED will be built to be able to operate the Fund as well as general environmental management;
· The CCCAF scope of activities may be extended to be like that of the SIRF Fund in Antigua.  This scope includes, programming of grants, a revolving fund, with the potential for equity;
· The Environment Division can review its draft Environmental Management and Protection Bill to include the role of a fund.
· Finally, the Environment Division may eventually seek accreditation to the Adaptation Fund.
It is important to note that regardless of the entity to host the CCCAF they all need significant capacity building.  The Government/Cabinet was made aware of this and therefore did not approve additional staff within the Decision. Instead the Ministry was asked to provide the most appropriate institutional arrangements and design for the Division and the Ministry as a whole.  Since the Cabinet decision the legal framework for the New Ministry has been drafted, consulted and will return to the Cabinet for approval.  The staffing and other capacity building actions are expected to be considered at that time. 
In addition, in March 2018, the Board of the Green Climate Fund approved two projects for Grenada[footnoteRef:19]: [19:  https://www.greenclimate.fund/-/gcf-board-approves-over-usd-1-billion-in-funding-for-climate-mitigation-and-adaptation?inheritRedirect=true&redirect=%2Fhome] 

1. US$42.16 million for the Climate-Resilient Water Sector in Grenada (G-CREWS) with Deutsche Gesellschaft für Internationale Zusammenarbeit (GIZ) GmbH and the Ministry of Finance. Under G-CREWS, the GDB is the EE in charge for 3 million Euros disbursement as grants.
2. US$20 million for the project Integrated physical adaptation and community resilience through an enhanced direct access (EDA) pilot in the public, private, and civil society sectors of three Eastern Caribbean small island developing states in Antigua and Barbuda, Dominica, and Grenada, with the Department of Environment, Ministry of Health and Environment, Government of Antigua and Barbuda (DOE ATG)
The purpose of the EDA pilot is to demonstrate devolved decision-making via pass-through financial mechanisms that provide access to the public, private and civil society sectors. This project has an allocation for Grenada of US$2 million for a Revolving Fund, and US$1 million for grants to NGOs. The Ministry with responsibility for Environment will serve as Executing Entity for the activities in Grenada, and the project has an aggressive capacity building action plan for the Environment Division to meet GCF standards required to serve in this role. This development and momentum supports the recommendation for the CCCAF to be a financial mechanism of the Environment Division through which the EDA funding will be programmed. 



5. [bookmark: _Toc510707423]A Financial Mechanism for Climate and Environment
5.1. [bookmark: _Toc510707424]Assumptions for Baseline Conditions
Based on discussions with stakeholders, the current system of environment and climate change financing in Grenada is centralized in the Ministry of Finance, while the other non-governmental financial mechanisms independently fundraise for their own agendas. The disadvantage is that funding does not necessarily advance national environment, climate change and sustainable development policy priorities. This results in inefficiencies in programming, and each of the entities consulted for this study has stated that they need their own capacity to enable them to perform all aspects of financial management, as if they were the only entity operating in the field. 
[image: ]
[bookmark: _Toc510519653]Figure 6. Grenada’s current Environmental Finance Architecture 
The challenge therefore, is to bring coherence and coordination to a structure which is based on a principle of leveraging developmental benefits.  It is proposed that a study of the accessing of grant and concessional financing is approach and then make recommendations for accessing and distribution throughout the GEFA.   For example, it is important to note that funds that can be used to leverage developmental projects does not represents 100% of the funds available to Grenada’s Environmental program.  The funds not available to be programmed by the Ministry of Finance may represent millions of dollars of lost funding to Grenada.  The CCCAF/CCET as well as other entities within the GEFA needs to be empowered to go after these funding.  At this time this is not the case.  The risk of this approach is that as Grenada approaches middle income status, the access to easy grant and concessional financing by the Ministry of Finance will decline[footnoteRef:20].  The GEFA approach will allow the country to still access international and bilateral fund. [20:  This has been the experience of the Bahamas, Antigua and Barbuda, St. Kitts etc.  
] 

The GEFA can mobilize significant resources of the private sector and the NGO community thus reducing the need of the Government to hire more staff.  For this to work in the Government’s favour there is a need for certainty, The Ministry of Finance may therefore decide to allocate some of its concessional funding to the entities within the GEFA thus making the entire system predictable and more robust.  Certain policy guidelines could provide for predictability of funding to different sectors, (in the case presented in Fig 7. below, the breakdown percentage allocation for NGOs, the private sector, and for the public sector in aggregate). This system still enables each of the entities to fundraise themselves, while in alignment with national environmental and climate change priorities.  In addition, these entities will be encouraged to work together through structured contracts and agreements, sharing capacity and skills where mutually beneficial. Within each sector, independent M&E and accountability is coordinated to ensure that targets and performance are being met to maximize impact for all beneficiaries.  

[image: ]
[bookmark: _Toc510519654]Figure 7. Potential future structure of the Grenada Environmental Finance Architecture 

The below analysis of the CCCAF/CCET fund institutionalization is therefore predicated on the following assumptions: 
· A centrally driven agenda brings improved coherence and coordination to the entire Grenada Environmental Finance Architecture, for NGOs and the private sector as well as public institutions;
· Using this approach the Ministry of Finance can extend its leveraging of concessional financing to much wider pool of resources and thus having a much greater impact.

· The Ministry with responsibility for Environment is empowered to coordinate the national environmental and climate change agenda for Grenada; and
· CCCAF/CCET is housed and operationalized in the Ministry with responsibility for Environment. 

5.2. [bookmark: _Toc510707425]Fund Structure and Design
5.2.1. [bookmark: _Toc510707426]Business model and fund replenishment projections
In the case of the CCCAF, the current business model is for the provisions grants for adaptation to communities. The future fund could consider grants, loans, and equity for individuals, communities, government and private sector businesses.  A draft framework for a business model is provided in the Annex % with the Fund concept note.
During the operationalization of the Fund, the business model should be one of the first outputs. This will be developed in consultation with the relevant stakeholders of the National Financial architecture. Once it has undergone consultations, the business model should be submitted for the consideration of the Cabinet. Once approved, it is used as the basis for the fundraising strategy, the organizational structure, project cycle and procedures, and monitoring and evaluation for impacts and reporting to the respective donors. The business model will need to be flexible to capture the changes in objectives and plans as circumstances change and as such is amended each year. 
Replenishment/ Capitalization projections for the CCCAF:
· US$1 million in grants and US$2 million in loans[footnoteRef:21] from the GCF Enhancing Direct Access project, approved by the GCF Board in March 2018 [21:  The CCCAF will Act as a pass through fund.  The revolving fund is expected to be managed by  the Grenadian Development Bank.  ] 

· GEF, Adaptation Fund and Bilateral sources

5.2.2. [bookmark: _Toc510707427]Organizational structure and funding needs
Once the function of the fund is agreed, the institutional arrangements will naturally follow.   Most funds have similar institutional arrangements, with relevant Committees, Boards and staff.   There are also ample opportunities for the local and culturally appropriate unique to Grenada to be incorporated into the structure, if it is all documented through manuals and policies and can be easily followed for quality control and training.  
The main difference between funds is whether they are stand-alone funds, which are separated and apart from any institution.  Funds like the BVI Climate Fund, the MEPA Trust of Antigua and Barbuda, and other Trust Funds formed as part of the Caribbean Challenge Projects are generally independent standalone funds.  Independent funds are required to have all the staff necessary for the full functioning of the fund however many are required to use only 10% of the funds for salaries etc. This target is normally difficult for funds period but particularly so for SIDS. In SIDS however, these funds rely heavily on Government subsidies and donor financing to provide the support the fund needs to keep overhead costs low. 
Funds that are embedded within a parent organization can outsource some of its function to that organization. These funds find it easier to meet operational cost while directing scarce resources to project beneficiaries.  This arrangement however requires significant amount of coordination and team work. To make these arrangements work successfully, the Director of the Fund needs to design clear processes and procedures that are designed to track work flows and as tasks and the management of assets changes from one team/stakeholder to the next.  
Other factors that determines the institutional arrangement are risk management, the need to mainstream the funding activities into Government, NGOs and private sector actions (co-financing), the need segregation of duties, NGO participation, sources and function of the funds.  Although there are many other factors these tend to be more prominent and can make or break the ability of the fund to attract financing or provide adequately for its recipients.  
In late 2017, the Government decided that the CCCAF will be embedded within the Environment Division.  This institutional approach will allow for the fund to have sustainable operational financing only if sufficient staff is hired in the Environment Division to operate the fund. This would be a big step forward for a young fund just starting out. 
The feasibility of the home of the Fund within the Environment Division, a Government agency, will depend of the Division being able to allow the fund’s staff to have control of planning and programming, contracting, contract management, monitoring, quality control, disbursements and reporting. At this point the Ministry with responsibility for the CCCAF already possesses all these mandates and capacity. The Ministry however struggles with attracting and keeping the technical experience and compensated sufficiently to build and sustain capacity as well as to build international confidence. The Fund may also have to be in control of financial management and procurement. These areas of control are often seen by the Civil service particularly the Ministry of Finance as sacred and are reluctant to delegate to other Government entities but can delegate to a stand-alone. If these functions are not delegated to the Fund and its management team, then the Fund may have to be a stand-alone entity. 

5.2.3. [bookmark: _Toc510707428]Project cycle and procedures
The criteria of many international donors for expenditure of funds includes, openness and transparency, gender, environmental and social safeguards.  Other criteria are determined by the area of impact that the respective donors would like to achieve e.g.  emission reductions and resilience building.  To provide the flexibility the fund may have various programs or windows from which the beneficiaries can apply for project financing.  
The project cycle is critical to meet the objectives and institutional arrangements of the fund.   The CCCAF has already developed several procedures that it has successfully used to disburse the initial funding.   These Standard operational procedures (SOP) however may not be compatible with those of the host institutions and may either be adjusted to suit that of the agency or changed to use that of the host institutions.  It is important to determine what SOP can be retained and those that need to be changed.  Government agencies particularly those in Grenada has undergone recent changes with the onset of the IMF program and these can influence procedures.  These may include the use of the Fund’s bank accounts and financial procedures, publication of grant awardees and procurement procedures.   
In practice, the best funds are those that can work with as many of the procedures of the host institutions.  In the cases where these procedures are not adequate, the host institution must allow for the fund to operate its own procedures.  In the case where the host institution is a Government agency, these arrangements should as much as possible be established via regulations.  The use of a robust legislative approach allows for predictability and comfort to Donors and allow for changes in the senior staff of the respective Ministry (Permanent secretaries and Minister change frequently) without interrupting the function of the fund. 

5.2.4. [bookmark: _Toc510707429]Monitoring and Evaluation (M and E)
Setting up monitoring systems are a core activity of a new fund.   For existing funds, the M&E evolves to ensure that its keeps with best international practice.  Monitoring and Evaluation is not only good for measuring the impact of the fund’s funding decisions, but also, the results, which are an important means to raise funds. The Fund could however benefit from the example of the GEF and other funds in the establishment of the Monitoring and Evaluation regime.  
The best lessons learnt is to have a few as possible indicators for monitoring. The Fund will be under pressure to monitor a plethora of indicators. If indicators for gender, Environmental and social safeguards, Sustainable Development Goals, Biodiversity indicators etc. the fund will quickly find that much of it resources funds will be allocated to monitoring.   To avoid this very difficult situation the Fund will need to work with and coordinate its activities with the Environment Division where base line information will be collected by that entity on most major indicators.  This Unit of the Government as well as other Government and NGOs agencies could assist project beneficiaries to collect information while minimizing cost and time.   It is important to note the current CCCAF Monitoring and Evaluating documents is over 100 pages while the operational procedures is pleasantly much shorter.  The future CCCAF may have a wider scope of function and although the indicators may be similar it is very likely that the numbers of pages in this document will increase.  It is critical for the Fund to receive the necessary technical support from the host institution to measure and monitor impacts while ensuring that most of the funds are directed to projects and their respective beneficiaries.  

5.3. [bookmark: _Toc510707430]Barriers to Institutionalizing the Fund
[bookmark: _Toc508545566]The CCCAF transition to its long-term home will not necessarily be smooth and it is important to understand the risks and barriers.   
5.3.1. [bookmark: _Toc510707431]Reputational risk
Reputational risk refers to the impairment of the Fund’s reputation because of stakeholders’ having an adverse opinion on the Fund’s operations. Reputational risk can arise from other risk types (e.g., financial crime risk or investment risk) and can lead to other risks amplifying (such as the unwillingness from other parties to deal with Fund if its reputation is damaged). 
Potential sources of reputational risk may be divided into two groups:
Internal: consequence of the materialization of other risks inherent to Fund’s operations (e.g., financial misconduct or underperformance, failure to meet the standards of international donor agencies or National financial institutions and laws, information security breach, etc.).
External: result of negative perceptions from misleading publicity based on a subjective misunderstanding of information regarding the working practices or performance of the Fund.
For many years, much of the international development financing community was not in favour of the formation of National Funds or even international Funds for that matter.  In fact, when the GCF was being negotiated there were many negative articles published in international newspapers to suggest that the Fund will be subjected to corruption as developing country governments may have more control.  The idea of Direct Access entities and the fact that would comprise of mainly unknown national entities were strongly opposed within the UNFCCC negotiations.  The main concerns being that the local political climate is such that the funds will be at higher than normal risk of manipulation by politicians and civil servants. Fast forward to today there are many national funds and over 25 direct access entities to the GCF and over 25 accredited entities for the Adaptation Fund.  This is a major success; however, these entities face legacy reputational and risk perception challenges and the CCCAF is expected to face the same once it leaves the safety of ICCAS project.  
These international Funds such as the GCF and their direct access entities have a much higher standard to meet and the tolerance level to reputational damage is very low.  Very few funds can survive reputational damage when they do happen.  The mitigation measures are however not difficult and can include:  Whistle Blower policies, Complaint Mechanism, Strong fiduciary standards and an open and transparent governance system with a simple but accurate way to disseminate information and data.  

5.3.2. [bookmark: _Toc510707432]Procurement and project decision making
The procurement and decision making of the fund must meet international fiduciary standards. The fund may use the resources and services of other agencies such as the Ministry of Finance and other entities to assist in meeting these standards.  If the Ministry of Finance cannot provide these services, the Government must provide the necessary legal and other provisions to facilitate the Fund to conduct its own procurement and decision making.  This traditionally can be a very difficult step for the establishment of the Fund and should be clear that this is possible.    In the regional experiences of formation of national funds globally this has been one of the main impediment.  This however has been overcome in Antigua and Barbuda and other countries within the sub-region and during the feasibility assessment the GDB indicated that they can perform the treasury services for the Grenada fund.

5.3.3. [bookmark: _Toc510707433]Managing overhead costs
The design of the institutional arrangements and the respective cost to run the fund varies depending on the institutional arrangements and the course of financing.  The operational cost of the fund can be the single most important factor in the Institutional design. Most international donors require efficiency and effectiveness as part of the assessment of the fund as a potential vehicle to channeling financing.   The GEF and AF will only pay a fee of less than 10% of project size and will go to below 8% due to recent GCF Board 19 decision.  The Antigua and Barbuda MEPA Trust can only use 10% of their funds for staff and operational cost yet they need almost 25% of current funds just to pay a single staff let alone the other technical expertise that they will need.   This fund in Antigua and Barbuda is therefore being subsidized by the Government though direct disbursements to the Fund.  This approach to subsidizing the Fund has a risk of almost 100% that they will not get the funds on time from the Treasury.   In any fund design therefore, the fund’s allocation for operations and staff should be written into the Articles of Incorporation/ legislation and the project design should be informed by the requirement of subsidize.  
[bookmark: _Toc508545573]

6. [bookmark: _Toc510707434]Recommendations and Next Steps
In this section the next steps are considered within a dynamic policy and action environment.  This section provides some policy recommendations and provide working documents for moving forward.  The working documents includes the following: 

Concept note   This document provides the ideas of the Fund and the GEFA in a short easy-to-read 
document and can be used for the basis for Cabinet submissions and consultations at all levels including the private sector;
Workplan 	The work plan includes the draft budget and possible funding sources for the activities needed to support the operationalization strategy.  The work plan also includes a draft operationalization strategy for the CCCAF with milestones.   These are structured specifically for the operationalization within the Environment Division.   

These documents will guide the next steps and provide the ICCCAS project team with the tools to move quickly taking into consideration that the project has only a few more months. These actions documents are placed within the annexes and not integrated within this assessment. They are designed to tools assist with the policy recommendations outlined within this section

These next steps may become obsolete with the Formation of the new Ministry and the New CCET Fund.  If the political directorate are unable to follow through with the legislation and regulations then these next steps will be an appropriate alternate approach. The policy and institutional approaches are relevant regardless of the next steps taken.

6.1. [bookmark: _Toc510707435]Policy recommendations
Grenada has not implemented its commitments under the OECS Revised Treaty of Basseterre and the St. George’s Declaration.  Specifically, it has not passed environmental legislation and/or established dedicated financing for the implementation of this Act. The OECS Model legislation was provided to the Permanent Secretary and the Cabinet approved the passage of such legislation.
There is a need for a consideration of the coherence for financing for the Environmental in general.  There is a lot of attention on Climate Change financing.  This narrow approach is detrimental to an overall approach to Environmental Management.  The Country could reconsider the OECS St. Georges Declaration Approach to provide overall policy guidance and can result in a capacity building approach that can respect the oversight concerns and responsibilities of the Ministry of Finance while being efficient and effective.
Based on these findings, policy recommendations are:
· Broaden the scope of the CCCAF to include environment management and climate change per the OECS St. George’s Declaration
· The Government needs to further articulate the Grenadian Environmental Financial Architecture (GEFA) and assign specific roles and responsibilities to each of the entities.  This will send positive signals to donors, investors and relevant stakeholders of their respective roles and responsibilities.  It will reduce turf wars, identify areas for strategic redundancy and the establish the system of review and monitoring of the entire GEFA rather than the individual components
· These needs to be a clearly articulated strategy for the involvement of the Private Sector and NGOs in the Financial Architecture.  The Country should access GCF readiness to develop a policy and program to fully include the private sector
6.2. [bookmark: _Toc510707436]Institutional recommendations
The Environment Division is currently operating with little staff for regular day to day activities.  There is a Government wide policy because of a recent IMF program introduced measures to reduce Government’s payroll. This is affecting the Environment Division’s ability to attract and retain suitably qualified staff.
The management of environmental Funds as well as treasury functions are centralized within the Ministry of Finance.  The Grenada National Fund will need to have its own separate bank account and operational procedures if it is to manage resources from GCF and other international donors (e.g. from the EDA project). The treasury should be able to lead and partner with the Environment Division to meet this requirement within the current arrangement while in keeping of national legislation.
Based on these findings, institutional recommendations are:
· Based on the assessment of the various entities within the environmental Financial Architecture for Grenada any of the entities can be the home of the CCCAF. It is the recommendation however that the Environment Division be the home of the CCCAF.  This is a more strategic approach where the important microfinancing for communities and NGOs with risk are is carefully managed by the Grenada Development Bank.  
· The Environment Division needs capacity building to fulfil its role of Environmental and Social assessment as well as other functions, including Fund managements. Other areas such as investment management and procurement can be outsourced to other government agencies, such as, Ministry finance economic division and procurement units.  The capacity building will be required to allow the Division to support the entire Financial Architecture irrespective of its selection of the home of the CCCAF.   The capacity of this entity should not be project-driven, but as a matter of course of good developmental and planning practice
· The CCCAF Staff will need to be retained to fully transition and operationalize the Fund.   The Grenada Sustainable Trust took over six years to finally become operational.  Although this is not expected for the CCCAF it is important to be realistic and ensure that the staff is available to transition as quickly as possible.  The Ministry may therefore have to consider extending the contracts for 12 months to allow for the transition
· Under the current financial situation in Grenada, the Fund will not be able to receive resources from Government. As such, the current approach is to embed the funds within an existing Government entity thus allowing it to receive Government support in the form of direct funding of staff and other services.
6.3. [bookmark: _Toc510707437]Replenishment recommendations
Grenada needs approximately US$20 – 40 million per year to meet the demands of the Climate change program outlined within its Nationally Determined Contribution (NDC) and National Adaptation Plan (NAP). Currently, climate funds from a variety of sources were roughly assessed at approximately US$4 – 6 million per year. The CCCAF experienced a large demand for adaptation projects and if funding is made available there are good adaptation projects within Grenada that are yet to be funded. This signal a significant demand for funding for climate projects.
Stakeholders’ confidence in the Government’s ability to attract funding is not very high.   The stakeholders do not have much confidence in the current architecture and cite the dominant role of external entities in the decision-making and implementation process.  Stakeholders are however willing to consider other options and willing to support the further development of the CCCAF if it is nationally driven and use local expertise.
Finally, the ability of Grenada and the CCCAF to be positioned for replenishment depends on the strength of the policy and institutional arrangements outlined above.
Based on these findings, replenishment recommendations are:
· The CCCAF will need early and clear policy direction on its ability to fundraise within the context of the overall financial architecture.  The specific role and fundraising strategy is articulated in the Fund’s Business Model and Strategy. This document should be developed within six months of the establishment of the Fund in its new home and submitted to the Cabinet for its consideration;
· The Cabinet may consider the SIRF Fund model in Antigua and Barbuda as a way forward to attract funding as well as to meet the requirement of the Treaty of Basseterre to secure financing for all environmental issues and not just climate change;
· The monitoring and evaluation of projects and finance should take place at the level of the GEFA and not only at the individual Fund and entity levels.  This will further reinforce the structure of the network of core entities within the GEFA and how they coordinate and complement each other; and
· The Government has a general approach to fundraising for environmental activities related to the MEAs, but there is a need to build capacity and further refine and focus this approach.   The Blue Economy approach is an example of a well-developed articulated strategy towards a specified national goal. Financing for the environment and the overall finance architecture could benefit from a similar approach. 

6.4. [bookmark: _Toc510447784][bookmark: _Toc510465951][bookmark: _Toc510468452][bookmark: _Toc510518378][bookmark: _Toc510518474][bookmark: _Toc510518563][bookmark: _Toc510707438]Risk to Implementation of the Action Plan
The success of the next steps is not without implementation risks. The main risks identified during the missions are captured in this table. 

[bookmark: _Toc510518604]Table 7. Risks to the Successful implementation of Recommendations and next steps
	Risk
	Mitigation
	Responsible Party

	Lack of knowledge of the Financial Management Systems: 
Many of the stakeholders know they needed funds but could not understand and what is needed when scaling up.  Many had no clue of the demands of accreditation and the risks that this would bring and are therefore ill prepare to articulate and lobby for the resources they need. 
	There is a need to have a wider view of the CCCAF/CCET from the level of GEFA. It will allow for a more logical approach to capacity building, legal structures needed, risk management to allow for scaling up, stakeholder targeting, etc.  Without this approach there will be difficulty to coming to a consensus. 
	ICCAS Project team is in the best position at this time. Other partners are the EDA project Team, and the Ministry of Finance.    This approach will need a champion that is trusted by the Stakeholders.

	Lack of support from Stakeholders:
During missions there was no consensus on the home for the CCCAF/CCET.  The ideas for this fund were not based on technical or feasibility assessment it was based on political assessment and lack of trust in the Government to deliver.  This was the same opinion even for the GDB. 
	The main mitigation approach is to bring all stakeholders into the transition and the capacity building process.  The Ministry of the Environment may consider establishing a Technical Advisory Committee, and a project management Committee.  They will also need an Audit Committee if Accreditation is a consideration.
These committees allow for a functional role of all stakeholders while achieving a significant level of openness and transparency.  It will build trust as well as get access to a wider pool of ideas and approaches.  
	Chief Environment Officer and the Permanent Secretariat of the Environment Ministry.

	Lack of Capacity and funding to institutional the CCCAF/CCET
The ICCAS project is almost at an end, this does not leave much time and funds for this process.  Further the contract for the staff to do this work is almost at an end.  It is not clear why this activities was left so late in the project.  


	The actual budget remaining from the ICCAS project for the next steps needs to be determined and then allocated to necessary. 
The Ministry can reach out to the SIRF Fund Antigua and Barbuda and other Funds listed within this report to get assistance.  Further if the entity is selected for accreditation then there is a possibility for grants to further build capacity.  
	Chief Environment Officer and Permanent Secretary.  Cabinet will need to provide more directive and the GCF NDA will have to allocate funding.

	Lack of Capacity the Entire GEFA
All of the entities interviewed indicated they have capacity constraints.  The Ministry of finance and the GDB base capacity was in place but indicated they needed more for project implementation, GEF and BNTF needed minimum capacity only.  Environment needed their base capacity built.  


	The entire GEFA needs a capacity assessment to generate a strategic national approach to capacity building.   This is a very important next step and risk mitigation measure.  
The draft operational manual of the Fund can assist to guide this process.
	If constitutional the Project Management Committee and the TAC should assist with this process.  Also include partners such as the Educational institutions.  
Chief Environment officer and Permanent secretary can lead the process.  

	Reputational Risk 
Most of the stakeholders were of the view that the Government technical bureaucracy does not have a good reputation.
	The passage of the legislation and the hiring of core staff in the Division.  Further the use of dedicated staff in the Fund will also be important.  
The establishment of various committees will also be important. 
	Chief Environment Officer and Permanent Secretary


Assumption: That the CCCAF/CCET is incorporated into the Environment Division. The risk of using the Grenada Development Bank as a Plan B, for example, is not considered here.



7. [bookmark: _Toc510465954][bookmark: _Toc510468454][bookmark: _Toc510518380][bookmark: _Toc510518476][bookmark: _Toc510518565][bookmark: _Toc510707439]Conclusion
Grenada’s current debt and IMF program have slowed down the country’s ability to access financing for climate. Grenada is however being assisted by international partners such as the GIZ, UNDP and UNEP and, as recent GCF Board approvals signal an increase in the amount of climate financing to be program by the Country.  This also signal a need for the institutionalization and strengthening of the CCCAF Fund.  
The challenge confronting Grenada is how to best situate its national environmental financing architecture and specifically, the CCCAF Fund to program financing with minimal overheads and maximum impact to as many beneficiaries as possible. Successful implementation will position the GEFA for successful replenishments in the future and ensure that the sunk costs for setting up the financial mechanisms have long-term benefits and associated Political and Stakeholder support.
This report recommends that the CCCAF Fund be institutionalized within the Environment Division, and for its capacity in general and particularly for Fund management to be increased. To date, most of the capacity building has taken place within the Grenada Development Bank with the intention that the Bank will become accredited to various international financing entities. However, the Bank’s business model may not be able to cope under the current demands for microfinancing and with all the risks and overheads that this will bring.  
The Environment Division currently has very limited core capacity to address environmental legislative requirements and developmental needs. This is an overall environmental and investment risk to the country but it also represents a loss opportunity for the Division to partner with the entities within the GEFA to deliver high risk and significant financing at the Micro level. To date, microfinancing has been limited to about US$1 million per year. There is significant potential for significant scaling up if given the chance.   
Capacity building is a request made by all entities interviewed as part of the assessment. The capacity should be strategically built to deliver a resilient financial system at the level of the GEFA and not at any one single entity.  The entity level approach is inefficient especially for a small island.  Capacity building is therefore an issue to address regardless of where the CCCAF is finally housed. In addition, to basic capacity building requirements, the Environment Division can be strategically strengthened to provide necessary environmental and social safeguard services to projects and programs particularly for risk Category B and C projects for the Entire GEFA.  
The private sector desperately needs access to concessional financing to allow it to participate in the environmental program and priorities for Grenada. The current governance structure and financial architecture does not adequately allow the private sector to access such funds, despite there being a large supply of concessional financing for the private sector internationally. This is a major gap that should be filled as the Architecture continues to be strengthened and developed. The EDA pilot and the Challenged Fund both GCF funded projects hopes to address this gap by demonstrating devolved decision-making via pass-through financial mechanisms that provide access to the public, private and civil society sectors. 
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	Name
	Institution
	Contact Information

	
	
	

	Mrs. Aria St. Louis 
	Ministry of the Environment 
	ariastlouis@gmail.com
1-473-440-2708

	Ms, Martina Duncan
	Environment Division, Ministry of the Environment
	martinacduncan@gmail.com[footnoteRef:22] [22:  Direct contact was not made by the consultant.] 



	Mr Fitzroy James 
	Ministry of Economic Development 
	fitzroyjames@gmail.com
1-473-435-8889

	Mr. Titus Antoine
	Ministry of Economic Development
	titus_antoine@yahoo.com
1-473-459-0027

	Mr. Allan Neptune
	NAWASA
	aneptune@nawasa.gd
1-473-407-0512
1-473-440-4107

	Mr. Kingsley Alexander
	NAWASA
	
1-473-440-4107

	Mrs. Kadijah Edwards
	Basic Needs Trust Fund (BNTF)
	bntfgrenadaclo@gmail.com
1-473-435-6803

	Mr. Martin Barriteau
	UNDP ICCAS 
	martin.barriteau@undp.org
1-473-440-2708

	Ms. Dawne Mark
	UNDP ICCAS
	dmark.iccas@gmail.com
1-473-440-2708

	Mrs. Nazaria Alexander-Williams
	UNDP ICCAS
	nwilliams.iccas@gmail.com
1-473-440-2708

	Ms. Renae Baptiste
	UNDP ICCAS
	rbaptiste.iccas@gmail.com
1-473-440-2708

	Mr. Valdon Charles
	UNDP ICCAS
	vcharles.iccas@gmail.com

	Ms. Marsha Amanda Boldeau
	UNDP ICCAS
	marsha.boldeau@gmail.com


	Mr. Dieter Rothenberger 
	GIZ ICCAS Project
	dieter.rothenberger@giz.de
1-473-440-2708

	Ms. Marion Geiss
	GIZ ICCAS Project
	marion.geiss@giz.de
1-473-440-2708

	Ms. Birgit Mayer
	GIZ
	Birgit.mayer@giz.de
1-473-440-2708

	Magali Bongrand
	GIZ, Communications Specialist
	Magali.bongrand@giz.de
1-473-440-2708

	Ms. Simone Lewis
	GEF Small Grants Program
	simonele@unops.org
1-473-440-7445

	Hayden Redhead
	Caribbean Challenge Initiative (CCI), Coordinator
	haydenreds@hotmail.com
1-473-420-1117

	Joseph Noel
	Project Coordinator, Ridge to Reef
	joseph.noel@undp.org
1-473-435-0206

	Mr. Crafton Issac
	Fisheries Division, Ministry of Agriculture
	Crafton.isaac@gmail.com
1 (473) 440-3814

	Lisa Chekram
	Fisheries Officer, Ministry of Agriculture Forestry and Fisheries
	1-473-440-3814

	Mr. Mervyn Lord
	General Manager, Grenada Development Bank
	mervyn.lord@gdbbank.com
1-473-440-2382

	Ms. Natasha Joseph
	Business Development Officer, Grenada Development Bank
	Natasha.joseph@gdbbank.com
1-473-440-2382

	Dianne Roberts
	Roberts Consulting
	robertscaribbean@gmail.com
1-473-442-9999

	Oliver Patrick
	Marketing and National Importing Board
	oliver.patrick@mnib.gd

	Denis Felix
	Manager, GARFIN
	denis.felix@garfin.org

	Mrs. Kate Charles
	Project Manager, Ocean Spirits 
	kate@oceanspirits.org
1-473-442-9026

	Ms. Rachel Mitchell
	Ocean Spirits 
	Rachel.mitchell30@gmail.com
1-473-442-9206

	Mrs. Merina Jessamy
	Permanent Secretary, Ministry of Agriculture, Lands, Forestry and Fisheries
and the Environment
	Merina,jessamy@gov.gd
1-473-440-2708
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[bookmark: _Toc508545577][bookmark: _Toc510707443]Annex 4:  Draft Operationalization Plan and Budget for the New CCCAF/CCET
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The Fund Operational Manual may define the Fund governing principles as follows:
· legal entity that can enter into contracts;
· Self-financing operations;
· Clear and firm investment criteria;
· Equal opportunity for all applicants/beneficiaries for financing;
· Significant greenhouse gas (GHG) emissions reduction;
· Protection and enhancement of the country’s natural resources and biodiversity;
· Promotion of environmental sustainability; and
· Open and transparent fund allocation and reporting.

The Fund must be able to respect and adjust to the policies of the Donor’s from which it receives funding.  The applicable policies are: 
· Environmental and Social Safeguards
· Gender
· Risk Management 
· Etc. 

The Fund Operational Manual should identify risk management policies to be developed by the Fund, including: Market Risk Policy, Operational Risk Policy, Reputational Risk Policy, and the Investment (Credit) Risk Policy.
[bookmark: _Toc496850179][bookmark: _Toc510447803][bookmark: _Toc510465961][bookmark: _Toc510468461][bookmark: _Toc510518387][bookmark: _Toc510518572][bookmark: _Toc510707445]Organizational Structure of the Fund
The Fund Organizational Structure may consider that of the SIRF Fund Antigua and adapted to Grenada’s Local laws and customs.    See concept note in Annex 4.
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[bookmark: _Toc510519655]Figure 8. Institutional setup of the SIRF Fund Antigua and Barbuda – Potential example for Grenada[footnoteRef:23] [23:  Source: SIRF Fund Operational Manual] 
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The Fund is structured to eventually become a self-sustainable entity that focuses on facilitating a wide range of biodiversity, climate change adaptation and mitigation investments, and on promoting a secure and sustainable environment in Grenada and aligned with the Paris Agreement and other regional Agreements. 
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Any entity that executes, carries out or implements activities funded by the Fund must meet the various standards of the Fund.  These entities include the MOF, GDB, BNTF, National Conservation Trust, etc.  
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Milestones for the operationalization phase are: 

	#
	Milestone
	Notes  

	Milestone 1a
	Cabinet Decision on the Creation of the National Fund.  Allocate the EDA project to be implemented by the Fund.
	Legislation will be required. 

	Milestone 1b
	Establish the TAC, PMC and Audit Committee. 
	Cabinet decision required and TORS attached. 

	Milestone 2
	Hire Consultant/ Staff to work with the GIZ to lead the process to set up the Fund.  
	Based within the Environment Division/ Unit with oversight and partnership of the Ministry of Finance.  

	Milestone 3
	Raise funding for operationalization from GCF readiness and EDA preparation Funding.  
	Approx. 200K USD.  This will require the staffing of the Environment Unit to manage the technical and other functions of the Fund.   

	Milestone 4
	Draft legislation ready for Cabinet 
	This can be based on the OECS commission’s model legislation.

	Milestone 5
	Program EDA funding for grants and revolving Fund with the Department of the Environment and Incubate the Fund in the DOE’s SIRF Fund with assistance from the OECS Commission. 
	EDA funding (to be confirmed in Term sheet and subsidiary agreements 2018) 

	Milestone 6
	Funds are being disbursed to communities and Individuals.
	At least 50% of the EDA disbursed to Grenada before the National Fund is ready to be program its own Fund.  

	Milestone 7
	Policies and procedures of the Fund prepared and approved by the Board.  
	By end of 2018 and prepared with the SIRF Fund and the DOE  Antigua and Barbuda (as executing agency of the Enhanced Direct Access).

	Milestone 8
	Funds Fund raising Strategy draft and agreed by Cabinet 
	Strategy to guide the Funds team on project development and other sources of funding.

	Milestone 9
	Fund Business Plan Agreed and approved by the Cabinet.  
	By mid-2018.  This will advise the fund on the financial instruments it can program to recipients.  

	Milestone 10
	Public Awareness Campaign agreed and being implemented
	The program will be needed to clarify what are climate projects and what is developmental.  This is very important to the fund to manage expectations.  

	Milestone 11
	The first review of the Fund 
	This should take place in 2019 after one full cycle of projects being implemented and closed. 

	Milestone 12 
	Accreditation Assessment, completed and the submission for Accreditation submitted to the Adaptation Fund Accreditation Portal.  

	Accreditation checklist prepared and reviewed by national project team.  



[bookmark: _Toc496850183][bookmark: _Toc510447807][bookmark: _Toc510465965][bookmark: _Toc510468465][bookmark: _Toc510518391][bookmark: _Toc510518576][bookmark: _Toc510707449]Operationalization process for the Fund
This two-year work plan has identified key steps for operationalization of the CCCAF/CCET. The steps for operationalization are outlined below, including rationale and explanatory note, and the timeline for milestones and activities are elaborated in the Implementation Schedule. Activities include:  

1. Establish the Fund within an Act for the Environment or under the Grenada Finance Act or a stand-alone Environment Act. This step includes the drafting of regulations to be gazette under the respective Act.   

2. Appoint the Fund Board members and Observers. The Board composition is designed to ensure that the decisions of the Board are consistent with that of the Government’s Budget processes including those for review and approval process.  These processes are then examined and where appropriate or necessary amended to meet international Fiduciary standards.  This approach allows for the agencies and entities to easily follow the processes of the fund without significant amount of training or start up time.  The Act therefore establishes the Board composition. In Antigua and Barbuda the Board comprises of Civil servants involved in the Budget decisions of the Department of the Environment plus an NGO board member. The NGO will be a functional Board member with full decision making powers and therefore has to be appointed by the Minister.  The Board members, although designated by statue, are appointed by the Minister with responsibility for the Environment. 

To ensure openness and transparency, Board meetings will be attended by Observers who will be appointed after and open and transparent process.  During this phase of the Fund the first observers will be appointed. 


3 Hire Staff for the Environment Division and its Fund.  This exercise will need to consider the amount of funds in the position of the Fund and the rules on how much of the Fund resources may be used utilized for salaries.  The fund staff can also work with the Fund and the Environment Unit to achieve efficiency and technical cross fertilization.   A review of the Environment Division can be conducted and a draft organizational chart recommended.  The Staff of the Division will also serve as staff of the Fund.   

4 Finalize Fund Operational Manuals and train officers and Board members. The operational documents of the Fund may include inter alia the operations manual, the accounting manual, procedures for grant-making and the revolving fund, environment and social safeguards guidelines, asset management, grant and project closure, and monitoring, reporting and assessment of impact.  The Fund may partner with local Training Departments institutionalize the training program of the Fund. 

5 Establish the Fund’s disbursal mechanism and issue calls for applications/ proposals. The procedures for grant disbursals are also outlined in the operations manual, and will be further elaborated and validated through executing a pilot call for applications/proposals disbursement, and monitoring. The funding for this will come from the EDA project. 

6 Establish the Fund’s monitoring and evaluation system. The M&E of the Fund is outlined within the Operational Manual and there is a need to further develop the procedures as the Fund engages with the international Funds. 

7 Build the Fund’s capacity in fiduciary standards. This will be accomplished though establishing audit and accounting staff on a permanent and or contractual basis. The Fund’s Board will hire on a contractual basis an internal and an external Auditor. 

8 Develop and seek approval for the Fund’s 30 - 100M USD fundraising strategy.   The Staff of the fund will develop a fund-raising strategy, for approval within the Fund’s first year of operations, to meet the needs of the projects and programs as well as operational costs. 

9 Implement public awareness and information sharing. This activity will enhance the Fund’s transparency through easy online access to relevant information, support lessons learned, and encourage public engagement with the Fund. This activity includes building a website (or webpage at an existing site) to act as an information repository to ensure that all information is easily available, and the website will serve as a public engagement tool and provide notices of the grands and other awards. Communications and awareness material, including lessons learned through engaging video documentation and other means, will be developed, uploaded, and distributed electronically. 

10 Appoint the Permanent Staff to the Environment Division and its Fund.  As the Fund develops permanent Staff will have to be appointed.   The Environment Unit/fund will need at least 10 permanent Staff and it’s a PMU that can grow and contract with the Fund.

The Fund will be considered fully operational when it has programed its first full cycle of projects and evaluations are completed.  Activities and milestones are detailed in the Implementation Schedule below. 
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The cost of the Operationalization process will come from the GCF readiness and the EDA project.  This is estimated at 175K - 300USD per year for the first two years.  The fund should be generating its own funding for its operational cost in three years.
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The Fund is a part of the Environment Division of Grenada and it is not the intention to duplicate the functions of the Division within the Fund. The functional areas of the Division are all complimentary to the Fund and will therefore be used to support the Fund.  The Fund however will eventually have its own Financial Controller, Administrative Assistant and other staff.  

The Fund will also utilize the considerable resources of the Government’s disbursal processes within the Ministry of Finance as well as that of its partner funds.  It is important however that the Fund can process its own funding it in the near future if that is a condition to become accredited to the Green Climate Fund.   The Fund may use the PSIP/Capital budget approach to enable Government agencies to access the Fund. The Call for Proposals to non-governmental organizations (NGO) section of the fund may be delegated to the National Conservation Trust, the GEF Small Grants Program and the BNTF, the revolving fund program for the Private sector can be delegated to the Grenada Development Bank and other local banks.  
The Private Sector is an innovative area for the Fund and may be programed via the GDB.  Technology window of the Fund and other new areas can be piloted directly by the Fund. 
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Fund Raising is a central strategy in operationalizing the CCCAF - CCET.  The Fund fundraising strategy will include accessing funding for projects and for direct funding. The fund-raising targets are should range from 30 – 100M by 2020.

The fund-raising strategy will be Benefit from on the following: 
1. Environment Division staff and others serving on Boards and other 
2. A PMU within the Division that consists full time and part-time Government staff.  
3. Incorporation of the Fund into all project designs;
4. Include the overseas missions and Government officers in the fundraising efforts; 
5. Lobby bilateral governments for funding.
[bookmark: _Toc510447811][bookmark: _Toc510465969][bookmark: _Toc510468469][bookmark: _Toc510518395][bookmark: _Toc510518580][bookmark: _Toc510707453][bookmark: _Toc496850187]Scenarios for Grenada CCCAF/CCET Staffing /Capacity Building 
Appendix 1 details a costed budget comparison between three potential CCCAF/CCET operation scenarios:
1. Scenario 1: Funds has all its own Staff and project approval procedures.
2. Scenario 2: Fund avail itself to the services that can be provided by the Environment Division/ Minisitry support which provides cash and in kind support.
3. Scenario 3:  Scenario 2 + delegates out all its Project approval functions to national Funds and executing agencies; 
[bookmark: _Toc496850188][bookmark: _Toc510447812][bookmark: _Toc510465970][bookmark: _Toc510468470][bookmark: _Toc510518396][bookmark: _Toc510518581][bookmark: _Toc510707454]Implementation Schedule: Milestones and Activities
The Operationalization Plan and its elements will need to be approved by the Cabinet and relevant Minister.   The Cabinet will have to approved the Business plan of the Fund and the allocated of the Enhance Direct Access Project to the Fund.  
  
[bookmark: _Toc496850189][bookmark: _Toc510447813][bookmark: _Toc510465971][bookmark: _Toc510468471][bookmark: _Toc510518397][bookmark: _Toc510518582][bookmark: _Toc510707455]Indicated Budget for CCCAF /CCET transition (2018 – 2019)
  
	OUTCOMES
(same as in section 2)
	ACTIVITIES
(same as in section 2)
	TOTAL COST (USD)
(per activity)
	COST (USD)
	Budget Notes

	
	
	
	ICCAS/GIZ
	EDA
	Government
	GCF readiness
	

	1. Policy approval 
	1.1. Cabinet Decision for the fund to be within the respective Agency. As well as the draft business model of the Fund.
	500.00



	0.0




0.0


?
	0.00.




50,000.00


?
	500.00




20,000.00


?
	0.00




0.0


?
	· The PMC and TAC will be paid a stipend and will have budgetary implications. Each project being implemented by the funds should have a standing budget item for this activity;
·  Government contribution represents in kind (in blue);
· The Audit Committee is a sub-committee of the PMC and should have private sector accountants as part of the AC.   These accountants normally get s paid a stipend for each meeting. 
· Need to hire new Coordinator or extension of coordinator from the CCCAF project;

	
	1.2. Establishment of the Technical Advisory and the Project Management and Audit Committees  
	
50,000.00


?
	
	
	
	
	· 

	
	1.3.  Hire Coordinator/ Allocated for operationalize the Fund
	
	
	
	
	
	· 

	2. Finalize and review workplan with relevant partners such as GIZ.
	2.1. Agree on the budget from the GIZ for the fund institutionalization and operation. 
	0.0
	0.0
	0.0
	0.0
	0.0
	· The ICCAS project has funding for the operationalization of the CCCAF fund.  This amount needs to be determined obtain agreement on how this can contribute to the operationalization of the fund. 

	
	2.2. Finalized Work plan and budget with GIZ. 
	1500.00
	500.00
	1000.00
	
	
	· PMC and the TAC will review and agree on the final work program. Also conduct stakeholder meeting to incorporate their views and advice. 

	
	2.3. agree on the staffing arrangements going forward for the new fund.
	?
	Funds to be allocated 
	Funds to be allocated 
	 Co-financing to be allocated
	none
	· The staffing arrangements agreed; extension of new contracts issue

	3. Apply for readiness from the GCF as well as from the Adaptation Fund.
	3.1. Develop and submit the readiness proposal to the GCF.   
	5,000.00
	?
	2000.00

	3,000.00
	0.0
	· seek permission of the NDA to apply for readiness proposal including the identification of readiness delivery partner.  The estimated readiness proposal is 250K USD over two years;
· The readiness proposal should include support for the capacity building for the Executing agencies.  These agencies include the GDB, BNTF etc. to allow them to program the funding from the EDA project;
· The Environment Division will need to identify a readiness delivery partner who will prepare the readiness proposal and shepherd it through the GCF.  This readiness proposal is also a commitment under the EDA project;

	
	3.2. Capacity building through the implementation of a comprehensive training program for the executing partners in and, committee members including Environmental and Social Safeguards, Gender, Operational Manual, ongranting and other procedures of the fund and other operational and policy documents.
	83,000.00
	?
	8,000
	15,000.00

	60,000.00
	· Prepare a training strategy for the Fund and its partners and stakeholders;
· If possible institutionalize the training program within the Government ‘s training Division;
· The SIIRF Fund Antigua and Barbuda has training program and can share lessons learnt;

	
	3.3. develop and adopt relevant procedures and policies for the Fund.  The list of potential policies and procedures are outlined below.
	170,000
	?
	35,000.00
	15,000.00


	120,000.00
	· Policies and measures for the fund are very important and these should be further developed.
· The Fund may consider adopting the initial policies of the SIRF Fund Antigua and then begin the process of revising to meet the standards and culture of Grenada;
· This activity includes training of all involved in the use of the manuals

	4. Stake holder Mobilization 
	4.1. Conduct a Scoping Study for opportunities to engage the Private Sector and the NGOS in innovative ways and to be executing partners for the Fund.  
	15,000
	0.0
	10,000
	2,000


	5,000.00
	· PS Readiness Consultant 

	
	4.2. Develop a Public Awareness strategy for the Fund
	?
	?

	Yes

	2,000.00

	Yes

	· This activity will set the stage for the fund to have a clear path on what it will hope to accomplish and communicate this to stakeholders.

	
	4.3.  Develop Fund impact indicators and results and monitoring and evaluation framework
	
	?
	Yes
	1,500.00
	Yes
	· This work will be conducted by Consultants

	5. Implementation of the GCF EDA project
	5.1. Draft and pass legislation (see EDA project conditions for this section)
	
	Yes
	0.0
	Yes
	0.0
	· This activity will be ongoing in parallel with the operationalization of the Fund
· This activity has been completed by legal consultant George de Romilly with support from Antigua and Barbuda’s EDA Readiness funds

	
	5.2. preparation of EDA specific Manual and investment guide as well as stakeholder consultation strategy.
	
	?
	 5,000.00
	 Yes
	6,000.00
	· Project team in Antigua along with the ICCAS and CCCAF team
· Consultations with partners for the EDA and training for executing partners. 

	
	5.3.   design project implementation structures for approval of the PMC. 
	
	?
	3,500.00
	 Yes 
	?
	· Project team in Antigua along with the ICCAS and CCCAF team

	
	5.4.  draft agreement between the Grenadian Development Bank and the Executing agency for the programming of the revolving Fund.
	
	
	3,500.00
	3,000.00
	2,500.0
	· Project team in Antigua along with the ICCAS and CCCAF team including the legal affairs.
· The GCF readiness should have funds for legal assistance;

	6.  Development of relevant 
	6.1. Draft business model for the fund for Approval of the PMC, and the Cabinet
	? 
	?
	yes
	4,500.00
	Yes
	· The business model will be a legal obligation under the fund and has to be prepared before the fundraising strategy can be developed.

	
	6.2. Prepare fundraising strategy for approval of the Cabinet and PMC
	
	5,000.00
	No-
	yes
	4,500.00
	· This work will be done by consultants;

	
	6.3 Prepare and approve Fund/Environment Division Organization Chart 
	
	
	6,200.00
	4,500.00
	3,500.00
	· Work to be done using consultants and the staff of the Environment Division and the Ministry

	
	6.4.  Receive Cabinet approval for 6.1- 3 above. 
	
	0
	0
	0
	0
	· This is most likely a three-year plan

	7. Complete Fund operationalization 
	7.1 conduct the first review of the Fund.
	
	3,000.00
	20,000.00
	3,500.00
	12,000.00
	· Hire consultant to conduct an assessment of the performance of the Fund and a GAP assessment for its accreditation to the AF.

	
	7.2.  Submit application to the Adaptation Fund  
	
	
	15,000.00
	
	
	· The Fund should already have the track record for the 12 months’ operational period plus the CCCAF experience before this.  It will allow the funds to be accredited to the AF.

	
	7.3 Initiate project preparation for the AF
	
	
	
	
	
	· Project document for 10M for on-granting to communities (CCCAF model)

	CONTINGENCY (UP TO 5%)
	
	
	
	
	
	
	

	2 x Audit
	
	20,000.00
	
	15,000.00
	
	5,000.00
	

	TOTAL[footnoteRef:24] [24:  Totals are to be determined during institutionalization;] 

	To be completed
	
	40,000.00
	?
	?
	?
	




[bookmark: _Toc510707456]Annex 5. Terms of Reference for the CCCAF/CCET Institutionalization and Operationalization
[bookmark: _Toc510352625][bookmark: _Toc510447815][bookmark: _Toc510465973][bookmark: _Toc510468473][bookmark: _Toc510518399][bookmark: _Toc510518495][bookmark: _Toc510518584][bookmark: _Toc510707457]Introduction 
The  Environment Division conducted a recent feasibility assessment for the institutionalization of the CCCAF Fund followed by the Decision of the Government to form the Climate Change and Environment Trust for the recently formed Ministry of Environment. The Environment Division is seeking to hire a coordinator for the implementation of the operational Work plan for the Fund.   The operationalization of the fund is expected to be completed in 12 months.  The deadline for the formation of the fund is tied to Grenada accessing the EDA funding.  The deadlines are therefore firm.

[bookmark: _Toc510352626][bookmark: _Toc510447816][bookmark: _Toc510465974][bookmark: _Toc510468474][bookmark: _Toc510518400][bookmark: _Toc510518496][bookmark: _Toc510518585][bookmark: _Toc510707458]Background
The purpose of the Fund is to facilitate the implementation of the mandate of the Ministry as well as the Environmental and Climate Change program of Grenada.  The Ministry is working towards meeting the following goals: 
· The St. Georges Declaration for Environmental Sustainability, the environmental pillar of the Sustainable Development Goals (SDGs) and other national and international targets.      
· To strengthen the Grenadian environmental financial architecture while strengthening other national entities and executing agencies. 
· Implement the National Environmental Strategy;
· The Implementation of the National Adaptation Plan (NAPS)
· The Nationally Determined Contribution (NDC) of the UNFCCC;
· The Implementation of the Green Climate Fund Enhance Direct Access (EDA) project 

The Government of Grenada (GoG) in support of its climate and environment objectives since 2005 has developed its National Environmental Management Strategy and more recently its Nationally Determined Contributions and National Adaptation Plan to the UNFCCC.  In a recently concluded project in 2018, titled the Program on Integrated Climate Change Adaptation Strategies (ICCAS), an output of the project was a Community Climate Change Adaptation Fund (CCCAF).  The Feasibility Study concluding this project recommended that in the institutionalization of the financial mechanism, the Fund be “housed” in the Environment Division in the then MoALFFE.  Since the 2018 elections the Environment Division has been allocated to the Ministry.  Further, the Government has drafted regulations for the further establishment of the Fund within the Ministry.
The Terms of Reference (TORs) presented here is for a team of individuals to form a Fund Development and Management Team (FDMT).     Members of the Team could include staff of the Environment Division, Legal Affairs, Office of the Permanent Secretary and Office of the Minister.  The team may be part of the Project Management Unit of Environment Division or the Ministry.  The work of the team may be coordinated by the EDA coordinator supervised by the Chief Environment Officer.  The team will provide monthly reports to the Office of the Permanent Secretary.   
The team is expected to work directly with public servants and short and long term consultants within the Ministry and the wider Government, thereby building long-term capacity through learning-by-doing; the FDMT is not expected to actually run the Fund.  
More information on the proposed Fund Design is provided in the Feasibility Study conducted by the ICCAS Project and within the resulting Concept Note.   The exact scope of the Fund will ultimately be determined when the business plan of the Fund is finalized and adopted by the Government, however the draft operational manual will provide an initial guide on the processes and the procedures that the Team will need to implement within the Fund itself as well as executing agencies and partners within the GEFA.

[bookmark: _Toc510352627][bookmark: _Toc510447817][bookmark: _Toc510465975][bookmark: _Toc510468475][bookmark: _Toc510518401][bookmark: _Toc510518497][bookmark: _Toc510518586][bookmark: _Toc510707459]Objective 
The goal of this consultancy is to institutionalize the CCCAF/CCET in the Ministry of Climate Resilience, the Environment, Forestry, Fisheries, Disaster Management and Information (MoE) within the Government of Grenada, as the Grenada Climate Change and Environment Trust (CCET). 

The overarching objectives of the FDMT are: 
· to operationalize and coordinate day-to-day activities of the Environment and Climate Change Fund for the initial two years of its transition to the MoE;
· to ensure the on-going sustainability of the Fund beyond the initial two-year period of its operation, both in terms of securing resources for future Fund activities and ensuring that a functioning system, capacity and expertise is within to the Ministry over the course of the initial two-year period; and
· To ensure that the necessary regulations are in place for the proper management of the Fund.
· Establishment of the Technical and oversight Committees as well as the PMU.
[bookmark: _Toc510352628][bookmark: _Toc510447818][bookmark: _Toc510465976][bookmark: _Toc510468476][bookmark: _Toc510518402][bookmark: _Toc510518498][bookmark: _Toc510518587][bookmark: _Toc510707460]Scope
[bookmark: _Toc510352629][bookmark: _Toc510447819][bookmark: _Toc510465977][bookmark: _Toc510468477][bookmark: _Toc510518403][bookmark: _Toc510518499][bookmark: _Toc510518588][bookmark: _Toc510707461]Establishment of the Fund 

In line with the above objectives, the CCCAF Fund began disbursements as a facility in 2014 and to date has disbursed USD 1.6 M in grants.  The Fund is being institutionalized from the project to the Environment Division, and it is expected that the FDMT will enable the smooth transition. The team is expected to continue project operations as the transition is taking place.   The Ministry of Environment has been designated as the executing entity for the regional Green Climate Fund (EDA) project and will be expected to program 6.5 M USD over the next three years; the CCCAF is being considered for programming the grants and concessional loans under the EDA project.   There will be a three-month inception phase for the EDA project, during which the FDMT is expected to establish the CCCAF as the Ministry’s CCET Fund.   This includes systems for resource mobilization, disbursement, project development and management, financial and risk management, contracting/establishing Fund executing agencies, monitoring and evaluation, among others, will need to be established in line with the Funds Cabinet Approved Business Model and the requirements of the EDA project agreement.   The initial operationalization plan with detailed work program is attached to the ICCAS Feasibility Report in Annex 5. 
The Environment Division will also require regulations and other legal work from the Fund’s Management team the team will therefore need to have access to about 40 hrs of legal work per month.
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The FDMT, under the leadership of the Chief Environment Officer and the Permanent Secretary, will be responsible for the following activities and outputs: 
· Setting up oversight bodies - the Technical Advisory Committee, the Project Management Committee and the Audit committee
· Preparing annual budgets, work plans and procurement plans for the FDMT, submitting them to TAC for review and the PMC for approval and ensuring their timely implementation. 
· Procurement of  Fund Manager and permanent Staff including developing Terms of Reference and evaluating candidates, orienting new staff and executing a long-term capacity building training program
· Assist with the effective day-to-day operations of the Fund: The Team will be responsible for delivering program, financial, procurement and staff management functions following relevant procedures and compatible with GoG operational procedures as well as that of the Adaptation Fund and the Green Climate Fund, ensuring high level of quality control across these tasks. The Team will deliver outputs specified in the operationalization plan.  
· Replenish and manage financial resources: The FDMT will oversee and facilitate the mobilisation of public and private financial resources, including GoG finance as well as existing and emerging sources of external and innovative finance. This will be carried out based on financial instruments and structures specified in the Fund Design Document. The FDMT will manage resources responding to the specific needs of development partners, including earmarking of funds in close consultation with the Cabinet of Grenada, the Ministry of Finance and the Technical and Steering Committees. 
· Awareness raising: The FDMT will develop and maintain a strategic project/program portfolio, including marketing and creating awareness of the Fund to the full range of prospective applicants, and proactively working with them to identify and promote proposals. 
· Acting as Secretary to the Fund Technical and Managing Committees, to be convened on a monthly/quarterly basis and as the need arises. 

Responsibilities as a core part of the duties: 
· Assist in the design and application of a robust and transparent M&E system at the level of the Fund and individual projects including qualitative and quantitative performance benchmarks that are gender-disaggregated where possible. This should include key performance indicators required to contribute to the overall Fund M&E framework, and should be designed in consultation and collaboration with the TAC and other entities; 
· Agree on suitable mechanisms for, and frequency of, reporting with project and other partners to ensure monitoring information is available to meet project needs.
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A Fund Manager will need to be procured after the first 12 months of the Fund.  In addition, the Ministry will need a Project Management Unit (PMU) that consists of full-time and part-time individuals, short and long-term, of a range of expertise to assist the Environment Division and the Fund to implement projects and programs.  The FDMT will assist in the capacity building of the PMU and to provide operational and hiring guidelines that are consistent with the Government’s vision of limiting its wage bill.
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Responsibilities for knowledge management include: 
· Filing, storing and dissemination of all information relevant to the Fund, and ensuring security of this information, both with respect to access to confidential information, as well as security protection in the event of a hurricane or other extreme events. 
· Develop a project/program database to help the Fund to share lessons as a basis for resource mobilization, lessons learnt and M&E.  It can also form the basis of additional project design including projects for climate insurance and other important priorities for Grenada.  Further this is needed to assist the Government of Grenada to report to the UNFCCC and other conventions.
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Regarding financial instruments, the CCET may use several different financial mechanisms to achieve its objectives, phasing in more complicated instruments over time.  Fund beneficiaries include national (line ministries) and sub national (e.g. Districts) Government bodies, civil society and the private sector. Financing instruments targeted at the private sector, such as Revolving Loans and micro-equity, can be sub-contracted to be managed and disbursed through the Grenadian Development Bank (GDB). 
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The program will start with a three-month Inception Phase (anticipated for June – September 2018), followed by a 9 months implementation phase. The contract will be for a period of [one (1) year – TBC] with a break clause after the initial three-month inception period and a possible extension of up to 12 months subject to need and review of evaluation recommendations on whether circumstances require further extension beyond the original contract duration/agreed extensions.

[bookmark: _Toc510352635]Inception Phase Deliverables (3 months)
Month 1
· Develop detailed workplan for the implementation and management arrangements over a 12 month period
· Present the approved costed and work (implementation) plan for the forthcoming year with key deliverables including those required for the EDA; 
· An indicative rolling budget and work plan for two years;
· A capacity building program for the Environment GEFA with tentative budget;
· Cabinet Decision on the hiring of core staff of the Environment Division;
· Cabinet decision on the hiring of a Fund Manager; 

Month 2
· Fine tuning of the Fund Operations Manual (including procedures and processes for disbursement / project development and management, financial management, M&E etc.) that is currently being produced as part of the preparatory design work for the Fund with relevant forms / document templates; 
· Establishment of the FDMT office in the Ministry with all key administrative/financial staff in place.  

Month 3
· Establishment of robust M&E system and framework required to generate reliable data/information; 
· A marketing and communications strategy; 
· First round of promotional material for the Fund; 
· Plan for ensuring long term sustainability of the Fund, including a strategy for resource mobilization and replenishment;
· Establishment of the TAC, and PMC 
· Final report of the inception phase submitted to the TAC and the PMC
· The Fund Manager will provide any further information or documentation, as the need arises, to be determined in consultation with Ministry.

During the Fund Implementation Phase (Months 4 – 12): 
With the approval of the Ministry, establish linkages to source domestic and external funds to ensure resources are mobilised for the CCCAF/CCET. An indicative pipeline of project/program proposals spanning the range of sectors, institutions and private actors is to be developed in partnership with key stakeholders. 

Performance criteria
The FDMT will be assessed based on their ability to meet the following: 
· Meeting the operationalization milestones for the Fund as outlined above;
· The role of the FDMT is an interim arrangement. The aim is to build the capacity of Environment Division and the MoE institutions to effectively manage environment and climate change finance directly in the medium-term; and
· Successfully meeting the requirements of the GCF Enhanced Direct Access project, as a possible replenishment source for the Fund.
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The Ministry in charge of environment and climate change (presently MoE) is stipulated in the draft Bill as the national institution responsible for Fund oversight along with the Ministry of Finance, while the agency in charge of day-to-day Fund management is the Environment Division. 
The governance structure of the Fund has been developed to allow oversight and GoG control of its projects/ programs whilst ensuring transparency and accountability. The FDMT will need to work closely with Environment Division to support them in their ownership of the Fund and ensure that the GoG develop sufficient capacity to effectively manage the Fund in its day-to-day operations in the long term. 
The Fund’s Project Management Committee and the Technical Advisory Committee will be responsible for monitoring and oversight of the Fund’s activities.  The management and oversight and involves participation from a cross-section of stakeholders including the GoG at Permanent Secretaries and other senior levels.  The civil society, the private sector and development partners can participate at the level of the TAC and will be responsible for ensuring strong ownership of supported activities, enhancing their sustainability. 
The Environment Division will provide facilitation for the central coordination of the Environment and Climate Change Fund and will be responsible for its day-to-day management. The FDMT will initially make up most of the Division as additional staff are provided by the GoG. 
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The FDMT, led by the EDA project coordinator, will be responsible for reporting to the Chief Environment Officer, the Permanent Secretary and the relevant Committees. 
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Note: This section will outline the contractual arrangements with the FDMT and its contractor.  This section needs to be further decided by the MoE.
[bookmark: _Toc510352639][bookmark: _Toc510447828][bookmark: _Toc510465986][bookmark: _Toc510468486][bookmark: _Toc510518412][bookmark: _Toc510518508][bookmark: _Toc510518597][bookmark: _Toc510707470]Qualifications 
EDA Coordinator will lead The Fund Development and Management Team (a team of approximately 4 individuals) with include key experts in: resource mobilization and proposal development, legal processes, monitoring and evaluation, and key sector-specific technical knowledge on environment and climate change. They will be led by the EDA project coordinator. The EDA project coordinator will have the following Competencies.
· Sound understanding of fund management; 
· Expertise of climate and environment issues, as applied to a developing country small island context; 
· Experience of finance mobilization, including leveraging private finance; 
· Clear and in-depth understanding of the international financing environment, knowledge in climate finance is desirable;
· Experience and/or demonstrated ability for effective advocacy that leads to national access (particularly small island states) to international climate finances; 
· Experience of developing proposals relevance to fundraising; 
· Strong background on developing and implementing monitoring and evaluation frameworks; 
· Experience of dealing with government policy makers, financial institutions, development partners and other key stakeholders, particularly the private sector. 
· Able to develop and understand the legal framework and work with the office of the Attorney General in the development of the regulations and other legal agreements needed by the Fund. 
· Experience in Smartsheet and other software for project and program management.


Step 1: Initial desktop review and barriers analysis


Step 2: First mission to Grenada and stakeholder consultations


Step 4: Grenada mission to Antigua & Barbuda


Step 3: Cabinet guidance on politically feasible options 


Step 5: Develop fund operationalization plan  


Step 6: Final mission to Grenada and validate recommendations


Step 7: Feasibility Study finalized 
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INVESTING IN CLIMATE - GRENADA 
Rationale for A National Fund  
 



SUMMARY 
The Government of Grenada with executing of UNDP, GIZ and Funding from BMUB is 
developing a national fund, the CCCAP Fund, to serve as the primary channel for climate 
mitigation and adaptation funding from international and domestic sources. The Fund will 
provide the framework financial mechanism to implement the INDC and may one of the 
primary means for implementing Grenada’s ambitious climate action targets.1  The Fund is 
structured carefully it can catalyze internal and external funding sources to enable the 
country to meet its climate and other goals in a Strategic, coordinated, systematic and cost-
effective manner.   The assessment of the institutional home of the Fund suggests that 
almost any agency can housed the funds.  However the Government has decided on the 
Environment Division.  



IS THIS FEASIBLE? - THE CHALLENGES 
A formation of a national Fund can assist Grenada in improving the access to and increase the 
amount of financing it can access directly to respond to the range of sustainability challenges 
facing the country.  Some challenge includes: 



                                                             
1 http://www4.unfccc.int/submissions/INDC/Published%20Documents/Grenada/1/Grenada%20INDC.pdf 



Economic 
sustainability 



Estimates for Grenada’s national debt range from 87% - 115% of its GDP. 
At these levels, financing for the Environment is challenging, thus making 
the country particularly vulnerable to global macroeconomic swings (e.g. 
fossil fuel price volatilities) and natural Disasters. Further, with tourism 
comprising over 70% of the economy, sustainable management of natural 
resources is the most important response to climate Change and for the 
sustained long-term economic growth and prosperity.  



Climate 
change 



 



As a small island developing state, the financial needs of Grenada to 
respond to and prepare for climate change are mounting every year. The 
amount can expect to exceed 20-30M USD per year until 2030 according 
to the Country’s draft NAP and INDC.  



Biodiversity The islands’ Protected Areas system has best estimated to need much 
more funding than the Country can afford and need to have a sustained 
source of grants, loans and equity to fully capitalize of the assets of the 
protected areas. 



Coordination The country has lacked a strategic pathway for receiving, coordinating and 
managing incoming financial flows from all possible sources in an efficient 
and systematic manner. The Fund could assist in this role and work with 
the GDB, the MOF and the Environment Division in creating a streamlined 
platform to work with external climate and environment financing 
sources, with access provisions for government, NGOs, and the private 
sector.  



FUND POTENTIAL:  
FOCUS AREAS 



Investing across a range of 
climate related projects. 



Biodiversity 
Protected areas management, 
biodiversity, bio-prospecting , 
ecosystems Based Adaptation, 
Carbon Sinks  



Adaptation  
Energy resilience, flooding, 
drought, coastal zone 
management 
 



Mitigation  
Energy efficiency, renewable 
energy, carbon sinks; 



Cross Cutting – Capacity 
Building, Data management, 
research and Insurance 
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 CCCAF FUND DESIGN?  A POTENTIAL DESIGN FROM ANTIGUA AND BARBUDA 
 



 



Figure 1: Design of Antigua and Barbuda’s Sustainable Island Resource Framework Fund (SIRF Fund) 
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WHAT CAN THE FUND DO? 
The Fund can invests across a wide range of adaptation, mitigation and environmental management projects. Adaptation projects 



include protected areas management and biodiversity, while mitigation projects will focus on the nexus of energy, water, waste and 



Resilience to hurricanes and droughts.2  



The Fund has six main elements, known as disbursal mechanisms. Listed below in Table 1 are the elements, its purpose, how these 



mechanims work and who is eligible to access funding.  



 



Table 1: Disbursal mechanisms of the Fund 



 



Element Purpose How it works Potential sources of Funds 



Investments arm Working with the Grenadian 
Development bank promote 
green buusinesses such as 
Energy efficiency, waste 
recycling and others. 



Fund will use grants to leverage private 
sector investment into green businesses.   



 



GCF, GEF and Adaptation Fund, EU, 
Government Contributions 



Revolving fund Provide concessional (e.g., 
low-interest) loans to 
vulnerable groups to 
implement climate 
adaptation and mitigation 
actions 



Small loans disbursed to traditionally 
high-risk groups, such as home and 
building owners, farmers and fishers, and 
loan payments are re-disbursed to 
maximize impact.   



Grants and reimbuserble grants - 
Adaptation Fund, GCF and the GEF.  
Bilaterial donors may also be 
interested since the grant 
financing can leverage funds from 
recipients as well as provide grater 
impact than if it was being 
achieved using just grants.  



Small and 



medium loans 



Promote energy efficiency, 
renewable energy, and 
reduce credit risk to lender  



Loans chanelled via credit unions or 
banks starting at a 2% interest rate. 
These rates of the loans will allow for the 
transition to a low carbon economy and 
build resilience in the building sectors. 



Loans – GCF, GEF (new pilot), 
Crowd Financing from the Private 
Sector (these provide highly 
concessional loans which allows 
for the concessionality to be 
passed onto the recipient. 



NGO facility Support non-profits 
engaged in adaptation 
mitigation and general 
implementation of 
environmental legislation 



• 15% of all investments received should 
be channeled to NGOs 



• Funding decisions made by board 
consisting of NGOs and observers 



Grants – AF, GEF, GCF, EU and 
other Bilaterial; 



Debt for nature 



and/or climate 



adaptation 



swaps 



Reduce Antigua and 
Barbuda’s financial burden 
and achieve sustainable 
development and 
conservation goals 



A financial transaction in which the 
country’s sovereign debt may be repaid 
by a third party or forgiven in exchange 
for investments in conservation and 
other eligible impacts 



Bilaterial and with the 
Government  



New Technology 



Introduction  



Introducet new techologies 
in all sectors, electic 
vehicles, small household 
wind turbines, bio-gas, etc 



The Fund can provide grants for anone to 
experiment with the introduction of new 
technologies.  



All donors in conjunction with the 
Technology providers. 



 



THE FUNDS INSTITUTIONAL ARRANGEMENT  
For strategicresons the Fund will be embeded within the Environment protection Act (as per the OECS Comission draft Model 



legislation) and oversight by the Ministry of Finance.  The fund will channel funding through a partnership of entities which will 



include the dvelopment Bank, BNTF, GEF Small grants program, Ministry of Finance, other government agencies and private sector 



organzations and any other entity that can channel funds.   The recepients are private sector, NGOs and Government.  With 



                                                             
2 Energy-intensive desalination and water distribution accounts for the single largest use of energy in most countries of the region. 
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 4 
instruments of grants loans, equity and guarantees.  The Fund will have a board of Majority civil servants, NGOs private sector and 



observers.  



GEFA and CCCAF/CCET Fund Value Add 
The fund will be a coordinated, systematic initiative that will reduce costs in the long term. The GEFA and Fund’s design can and should  



serve many purposes. Some are listed below: 



 



Streamlining 



finance 



 



The Fund will streamline international finance and implementation processes.  In time is may act as an the National 
Implementing Entity for inernational funds. The CCCAF will reduce duplication across agencies, consolidating efforts 
while using all of the resources and people currently available in Grenada. 



Strategic, 



long-term 



approach 



Grenada cannot do much to reduce incidence of natural events, but a predictable, consistent source of financing for 
planning and contingency at the ecosystem and infrastructure level reduces vulnerability. This approach will also 
address institutional barriers and capacity issues that currently places Grenada as least recipient of climate Fund in 
te Sub-region.  The country’s institutional arrangements have not grown since Rio 1991.  Turf issues are not 
uncommon but the funds can be designed to allow each agency to clerly understand their role.  It has also been 
difficult to attract and retain talent since salaries are very low. The fund has to be allowed to address this challenge.   



Resiliency The Fund can chose to focus on various issues around resilience. For example, within the NAP, government has 
recognized the important nexus between water and energy. The IPCC have indcated that water scariciy will become 
more prevalent within the caribbean.   



Long-term  



financial 



stability 



Grendada is burdened with a high debt to GDP ratio and budgets of various ministries, including environment, 
health, and other social programs have been restrained.  Reducing public sector energy costs can provide immediate 
and long-term savings for the country.   The Government can seek to reduce its carbon foot print and save the cost 
of electricity and other resources.    



Support non-



profits 



Non-profits in Grenada have the capacity to implement their own projects, but co-financing requirements along with 
slow rates and proportions of disbursements make the process difficult. The Fund can alleviate this problem by 
leveraging and supporting the work of NGOs. 



Support to 



vulnerable 



groups  



Currently, home and building owners, farmers, fishers and other groups that are vulnerable to climate change do 
not have access to financing and technology that will help them mitigate their impacts and build resilience. The Fund 
could develop a range of solutions that will allow these groups to access financing and insurance products through 
a range of suppliers.  



National 



Partnerships  



The Fund can form strategic partnerships to support existing approved funded proposals to enhance impact and 
outreach. These include the GEF small grants program, the Grenada National Trust, BNTF, Grenada Development 
Bank etc. 



Regional and 



International 



Partnerships  



The Fund will work with selective programs in other OECS countries such as the EDA being developed with Antigua 
and Barbuda  and Dominica.  These partnerships are designed to building local capacity and to acheive scale where 
appropriate.  The Fund will build on partnerships with GIZ, UNEP and UNDP. 
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CAPITALIZATION  
The Funds Director will need to become familiar with the sources of funding and set 



ambitious funding targets to meet the for the Country’s climate and environmental programs. 



(see Targets for Box 1 to be filled out after Cabinet approves the Business Plan.) 



 



1. International & Regional Funding Agencies such as 



• Green Climate Fund 



• Adaptation Fund 



• Global Environment Facility (GEF) 



• Development Banks (Via Ministry of Finance, Grenada) 



• ADFD – (IRENA)  



• Bilateral and other sources; 



 



2. Public Private Partnerships 



The Fund can catalyze private sector financing for sound environmental business initiatives 



and ecosystem services such as: 



• Crowd Financing  



• Blue Financing; 



• Post disaster private financing  



 



3. National funding sources3  
 
The Fund may be capitalized by local levies and fees, including but not limited to:  



• Carbon tax to pay for adaptation (priority: drought / hurricanes / insurance for uninsurable areas) 



• Interest on providing small and medium loans; 



 



SUMMARY 
The CCCAF/CCET Fund serve as a major channel for receiving international funding for the environment and climate in Grenada.  It can 



provide the flexibility of ongranting that the Ministry of Finance is not able to provide and providing microfinancing to vulnerable 



groups while passsing on the concessionality (a GCF requirement) that others cannot provide and absorb risks that no other entity 



would want to face.  As  part of the GEFA it can invest in equity and gurantees if the Government so desires.    The fund can be designed 



to address key economic challenges of the Government while channeling resources for adaptation, mitigation and risk management 



solutions to support the goals of economic sustainability and climate change resilience through a coordinated partnership approach 



with the MOF, Environment Division, GDB, NGOs and the private Sector. 



 



 



                                                             
3 The feasibility seems doubtful at the initial stages of the fund. The extent of Governments Debt burden most taxes is being used towards general 
financing needs of the Government.  This however may be available in the future.   



US$  2018 – 2022 



 



Commitment Funds 



• GEF:  
• Adaptation Fund  
• Govt: ?M 
• Bilaterial  ?M 
• GCF - EDA 
• Other 



 



 



BOX 1: POTENTIAL 
FUNDING SOURCES 
FOR THE CCCAF 
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