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Introduction 
 
Regarding the Draft Instrument for the Green Climate Fund tabled by members 
from a majority of developing countries of the Transitional Committee, including 
Nicaragua, during the Second Meeting of the Committee in Tokyo in July, 2011, we 
consider  this instrument to be an excellent opportunity to focus the work of the 
Committee  within a results based approach and thus be able to fulfil the 
Transitional Committee´s Terms of Reference, adopted in the 16th COP meeting in 
Cancun, on December, 2010.  
 
The Terms of Reference of the Transitional Committee envisage in paragraph 1 
that the the Transitional Committee shall develop and recommend to the 
Conference of the Parties for its approval at its Seventeenth Session operational 
documents that address, inter alia: (a) The legal and institutional arrangements for 
the establishment and operationalisation of the Green Climate Fund; (b) The rules 
of procedure of the Green Climate Fund Board, and other governance issues 
related to the Board; etc. 
 
Nicaragua considers that to work immediately on the draft submitted will enable a 
genuine participatory drafting process open to the body of a whole of the 
Transitional Committee, and not only to a few members together with the 
Secretariat. 
 
The worst-case scenario would be for the Co-Chairs to present a document 
produced by others at the last moment on a “take it or leave it basis” that would 
introduce into the Transitional Committee process the modus operandi of COP-15 
in Copenhagen and COP-16 in Cancun. 
 
The Draft Instrument and Rules of Procedures of the Green Climate Fund 
proposed by developing countries have been formulated based on, and taking into 
consideration, the positive and negative lessons learnt from Funds and Institutions 
related not only to climate change and environmental protection such as The 
Adaptation Fund, the Multilateral Fund for the Montreal Protocol, the Global 
Environment Facility and the Climate Investment Funds, but also those related to 
other issues such as the Global Fund for HIV/AIDS, Tuberculosis and Malaria. 
They also took into account the most relevant comments and submissions of other 
Members and civil society organizations. 
 
Nicaragua requests that the following recommendations organized into the four 
Workstreams, as per the Co-Chairs workplan, be introduced as proposed 



modifications into the Draft Instrument prior to the September Geneva Meeting. 
This will allow a discussion of them in Geneva and subsequently the consideration 
of an advanced Draft in Cape Town in October. 
 



 
On Workstream I: Scope, guiding principles and cross cutting issues. 
 
On the scope and mandate of the Fund, Nicaragua considers that the provisions of 
the Convention, in particular Article 4, paragraphs 1, 3, 4, and 5, and the relevant 
decisions of the COP provide a firm foundation.  
 
Nicaragua considers that the basis, objectives and principles of the Draft 
Instrument or of any operational document that the Transitional Committee may 
recommend to the Conference of the Parties for approval; shall be the provisions of 
the Framework Convention for Climate Change that establish the legal obligations 
of the Parties, including, inter allia, Articles 11 and 4.3, 4.4, 4.5, 4.8 and 4.9; as 
well as the Bali Action Plan and relevant parts of the Cancun decision. 
 
Article 4.3 of the Convention commits the developed countries to provide new and 
additional financial resources to meet the “agreed full costs” incurred by developing 
countries in complying with their obligations to provide national communications 
related to implementation (as set out in Article 12.1), as well as to provide such 
financial resources needed to meet the “agreed full incremental costs” of 
implementing certain measures (as set out in Article 4.1).    
 
These measures include, in brief: 
 

• Formulating and implementing national and regional programmes containing 
measures to mitigate climate change and to facilitate adequate adaptation 
(Article 4.1(b)); 

• Cooperating in the development and transfer of technologies to mitigate 
climate change (Article 4.1(c)); 

• Cooperating in the conservation and enhancement of sinks and reservoirs of 
greenhouse gases including biomass, forests, oceans and other 
ecosystems (Article 4.1(d)); 

• Cooperating in preparing for adaptation to the impacts of climate change, 
develop appropriate plans for coastal zones, water and agriculture and 
protection and rehabilitation of areas affected by drought, desertification and 
floods (Article 4.1(e)).  

• Taking climate change into account in relevant policies and actions, and 
employing appropriate methods to minimizing adverse effects of projects or 
measures to mitigate or adapt to climate change (Article 4.1(f)). 

• Promoting scientific and other forms of observation etc., to improve 
understanding of climate change and the consequences of response 
strategies (Article 4(g)).  

• Exchange and communicate information and promote education, training 
and public awareness (Articles 4(h)-(j)).  

 
Article 4.4 of the Convention commits developed countries to assist developing 
countries that are particularly vulnerable to the adverse effects of climate change in 



meeting the costs of adaptation to those adverse effects.  
 
Article 4.5 of the Convention commits developed countries to take all practicable 
steps to “promote, facilitate and finance” the transfer of or access to 
environmentally sound technologies and know-how, and in the process to support 
the enhancement of endogenous capacities and technologies in developing 
countries.  
 
On eligibility one of the key principles of the Fund should be, in accordance with 
the Convention; based on its Article 4.3, that all developing countries, without 
discrimination or any form of exclusion, are eligible to receive financial resources 
from the Fund.  The public sector should be the principal recipient of funding at the 
national level, and it may in turn construct projects from both public and private of 
civil society entities. The fund should not directly deal with private or civil society 
entities within a country.    
 
One of the key principles for the operation of the Fund shall be the principle of 
equity and common, but differentiated responsibilities between developed and 
developing countries enshrined in the UNFCCC Convention in order that the 
historical responsibilities of developed countries should be the factor determining 
the distribution of the economic burden for implementing mitigation and adaptation 
actions in developing countries. 
 
Another key principle of any instrument resulting from the work of the Transitional 
Committee shall be direct access to funding by recipient developing country Parties 
to ensure expedited the entire process, reduce administrative costs, and avoid the 
challenges and difficulties that developing countries have encountered with 
implementing agencies in existing funds.   
 
It is advisable and convenient that the Fund be accountable and function under the 
guidanced authority of the Conference of the Parties, to guarantee full 
transparency, accountability, its multilateral character and the participation of all 
Parties in decision making regarding the Fund strategia.   
 
The Conference of the Parties shall decide, inter allia, the policies, programme 
priorities and funding eligibility criteria related to the Convention.  
 
As provided in the Draft Instrument tabled in the second meeting in Tokyo by a 
majority of developing countries; Nicaragua believes that access to the Fund shall 
be directly the Parties themselves or entities designated by them  or, if they so 
wish; but not directly to private sector or civil society organizations. This is due the 
facts that the Fund shall be an operating entity of the financial mechanism of the 
Convention and that the Parties to the Convention are the States that are 
responsible for their commitments and obligations under the Convention as well as 
for their implementation.   
 



This provision does not preclude the involvement and participation of private sector 
and civil society in projects at the national level under the suspension of their 
national governments. This will assure coherent national programs aligned with 
national objectives. 
 
Furthermore, direct access to the Fund by the Parties themselves or by their 
designated entities or institutions is necessary to ensure the consistency and 
coherence of any project financed by the Fund with national obligations, 
commitments, priorities and action plans.   
 
The Fund shall be country driven and demand driven and respond, inter allia, to 
the economic, climate, social, developmental and financial needs and 
circumstances of the developing countries that vary from country to country as well 
as across time. Therefore, there are no one-size solutions fits all countries and 
projects. They must be tailor made to changing national circumstances. 
 



 
On Workstream II: Governance and Institutional Arrangements 
 
Nicaragua considers that the Board; being the main body for the Parties to the 
Convention to govern, supervise, oversee and manage the Fund shall have; as 
foreseen in the Draft Instrument presented by a majority of developing countries 
Members of the Transitional Committee, the majority and several powers and 
functions of the Fund and shall be fully accountable to the Conference of the 
Parties which shall decide on its overall policies.     
 
Nicaragua also supports that the fully independent Secretariat of this new 
international Fund shall perform only support, and administrative functions for the 
Board.  The Head of the Secretariat should be approved by the Conference of 
Parties.  
 
The Secretariat of the Fund shall be staffed with professionals with experience in 
management, administration, finance, development, climate change and other 
relevant fields, but this should not circumvent compliance with the United Nations 
principle of equitable geographical distribution of staff.  
 
The observance of the principle of equitable geographical distribution of Secretariat 
staff required to avoid the replication of the current situation whereby, if not all 
international organizations and agencies, have most of the in staff is from the 
developed countries who form a minority of their membership.  
 
The non observance of that principle could have a negative impact on the 
functioning of the Fund due to a lesser understanding of the socio-economic 
conditions of developing countries, the dynamics of the developmental processes, 
climate change and environmental issues, and integration of climate 
change/environmental concerns into economic and social plans and structures, 
within the context of sustainable development and poverty eradication in 
developing countries. This sensitivity is essential for a significant part of the senior 
management and other staff of the Secretariat of the Green Climate Fund. 
 
To avoid any real, potential or apparent conflict of interest of the staff of the 
Secretariat of the Fund,  no member of the staff shall have been associated with 
the Trustee of the Fund during the last 5 years prior to the start of his/her work with 
the Fund. 
 
Nicaragua shares the opinion that the Trustee of the Fund, as proposed in the draft 
instrument by a majority of developing countries, shall have only treasury and 
fiduciary functions and administrative functions related to the same, and not any 
policy and/or decision making role regarding the Green Climate Fund, in order to 
avoid real potential and apparent conflicts of interest. This is particularly relevant in 
the case of a Trustee, like the World Bank, that has other assets and different rules 
and policies for its other banking and financial activities set by other governing 



bodies.  The trustee shall also be accountable to the Fund Board for the 
performance of the fiduciary responsibilities entrusted to it. 
 
The appointment of a permanent trustee for the Fund, should be through an open, 
transparent, equitable, accountable and competitive bidding process, to choose, 
the most suitable available institution as trustee. This should be based on 
congruence of the bid proposal with the obligation of the Green Climate Fund, the 
services offered, the money management strategy and use of funds derived there 
from, and the detailed and total cost of the foregoing; with selection following 
technical considerations, procedures and criteria developed by the Board and 
adopted by the Conference of Parties. The selection process should be completed 
before the expiry of the 3-year term of the Interim Trustee  
 



Workstream III: Operational Modalities  
 
The identification of the sources of funding should be an important element of the 
Instrument of the Fund.   
 
The study of the Fund, as agreed by the 16 COP in Cancun, is an operating entity 
of the financial mechanism of the Convention; and based on the fact that the 
Convention commits the developed countries Parties to provide the financial 
resources to assist developing countries in different-areas related to climate 
change, the moral and legal commitment and responsibility of meeting such 
commitments rests on the Parties, not on their private sectors or on their civil 
society organizations.    
 
This does not preclude that developed countries parties adopt domestic measures, 
such as tax deductions, tax exemptions, or any other incentive to encourage the 
contribution and assistance of their private sector and civil society organizations to 
meet their commitments. However, the Parties responsibility cannot be transferred 
by any provision of the Fund instrument to their own private sectors, much less to 
the private sector of developing countries.   
 
Taking into consideration the financial services sector rescue packages that 
developed countries parties applied domestically during the world financial crisis 
that begun in 2008; there is not real ground to affirm that there are no funds 
available on a long term basis for meeting climate change financial obligations, or 
to resort to risky, speculative financial market mechanisms to raise or to increase 
the funds for climate change financing.  
 
Therefore, the main source of the Fund should be public sources from the 
Developed Countries Parties and private sector contributions should only be 
considered as complementary. 
 
Neither private sector financing nor market mechanisms are predictable and 
sustainable, as the Bali Action Plan envisaged for Climate Change Financing.  
 
Furthermore, most of the activities related to climate change financing, such as 
information, education, capacity building, institutional development and adaptation 
of agriculture and human settlements, are not attractive to the private sector 
because they are not profitable financially speaking and in many cases do not even 
produce any revenue. 
  
Any instrument of the Green Climate Fund shall establish that financial resources 
shall be new and additional, predictable, adequate, sustainable, measurable, 
verifiable and reportable and non-earmarked, and also that the financial 
contributions should be principally in the form of grants or on a concessional basis, 
based on Convention provisions and relevant COP decisions. The Convention 
establishes a financial mechanism to provide financial resources on a grant or 
concessional basis.  



 
The Bali Action Plan calls for consideration of improved access to adequate, 
predictable and sustainable financial resources and financial and technical support, 
and the provision of new and additional resources, including official and 
concessional funding for developing country Parties, among other elements.   
 
The Decision of COP 16 in Cancun also decided that new, additional, adequate, 
and predictable funding shall be provided to developing countries Parties. 
 
The Bali Action Plan also links mitigation actions by developing countries and the 
provision of financing, technology and capacity building by developed countries, in 
a measurable, reportable and verifiable manner.   
 
In order to ensure that climate change funding is predictable, adequate, 
sustainable, measurable, verifiable and reportable, as well as in compliance with 
Article 4.3 of the Convention, as well as relevant decisions of the Conference of the 
Parties that the provision of financial resources shall reflect appropriate burden 
sharing among the developed country Parties through a scale of assessed 
contributions, similar to the practice adopted within the United Nations should be 
developed.  
 
On innovative mechanisms to generate public climate finance, Nicaragua believe 
that an international financial transaction tax (IFTT) should be levied on some 
financial market transactions, like foreign exchange stocks, bonds, and especially 
derivatives. This could generate annual revenues of hundreds of billions per year, 
depending on the level of the tax and the scope of transactions covered. 
 
The definition of the Windows of the Fund will be crucial in determining if this new 
Fund will make a break through difference compared with the existing Funds.  The 
Windows of the Fund should be for accessing, delivering or disbursing of the funds 
and not for receiving or allocating the contributions, which should be general, not 
earmarked and centralized.   
 
Based on the provisions of the Convention, in particular Article 4, paragraphs 1, 3, 
4, and 5, and the relevant decisions of the COP, the Fund should have, at least, 
the following thematic issues and Windows for the delivery or disbursing of the 
funds:  adaptation, mitigation, technology development and transfer, information 
and processes taken by Parties in order to implement the Convention, capacity 
building and institutional development. 
 
The use of the Windows for receiving contributions would mean the business as 
usual practice of earmarking the donor’s contributions, heading to regional, 
country, and thematic imbalances of international assistance and cooperation.  
This would contradict the country driven and demand driven approach that the 
donors and international financial institutions have committed to defend. It would 
also make difficult the consistency and coherence of financed projects with national 
priorities and action plans at the national level.  It may also make difficult the 



needed balance of the allocation of international climate change financing between 
mitigation and adaptation as mandated by COP-16 in Cancun. This is important to 
redress the current imbalance in favour of mitigation. 
Workstream IV: Monitoring and Evaluation 
 
Internationally accepted Fiduciary and financial management standards should be 
applied to the implementing entities to assure financial transparency and 
accountability.    
 
The Transitional Committee cannot endorse the Paris Declaration on Aid 
Effectiveness (PDAE) or the Accra Action Agenda (AAA) or even most of their 
content, as some developed countries have suggested, because they are 
inequitable, there is no consensus on their principles.    
 
The Paris Declaration and the Accra Action Agenda have never part of the UN 
process. Millennium Development Goals (MDG) number eight, related to North 
South relations were not included in the Paris Declaration. None of the 
Organizations of Developing countries like G 77 or African Union was represented, 
in Accra, as such, while developed countries acted together in coordination.   
 
There are also several deficiencies on the Paris Declaration and Accra Plan, 
among other the following, 
 

• The compliance tests on public financial management, budget execution 
procedures, audit monitoring and evaluation, procurement and social and 
environmental assessment are based on 12 criteria or indicators and a 
rating system developed by the exclusive club of the Development 
Assistance Committee (DAC) of the OECD. They are not based on the 
economic and social policies of the developing recipient countries. 

 
• Despite the Paris Declaration of mutual accountability between donors and 

recipient, there is not really mutual accountability.  The recipient countries 
are subject to penalties, including the suspension of aid, if they fail to 
comply with these criteria and indicators.  However, there are not penalties 
for donor countries defaults. 

 
• The Paris Declaration also comprises elements like investment policy, 

competition policy and government procurement, the so-called Singapore 
issues that were rejected by developing countries in the WTO. 

 
• Aid predictability envisaged in the Paris and Accra documents on aid look 

like positive steps.  However, there is no system in place to ensure that the 
predicted aid would actually materialize.  Besides, there are not provisions 
in case the change of government in a donor country lead to a review of an 
earlier aid commitment. 

 



• In the Accra Plan noted that South-South Cooperation was a valuable 
complement to North-South cooperation.  De facto, North-South cooperation 
is not based on the U.N. Charter and International Law but on different 
principles. 

 
In Accra, there were discussions on untying aid from the procurement of goods and 
services from the donor countries paid out of aid. Untying aid from the procurement 
of goods and services from the donor countries should also be included in the 
Instrument of this new Fund because usually the goods and services from 
developed countries are more expensive that relatively similar national goods and 
services or those from other developing countries. 
 
However, in Accra there was not discussion of untying or delinking aid from its 
economic policy prescriptions from donor countries and multilateral financial 
institutions, such as World Bank, like deregulation, privatization and fee market and 
trade.   Any and all economic policy prescriptions should be explicitly proscribed in 
the Green Climate Fund Instrument. 
 
With a view that the minimum environmental and social standards of programmes 
and projects to be funded by the Fund do not become conditionality, they should 
not be the environmental and social standards of developed countries that are 
higher than those applicable in developing countries. They are not realistic and 
viable to lower development stages.   General applicable standards should be 
adopted by the parties.   
 
Regarding auditing there should be an independent external auditor appointed by 
the Board or preferably by the COP for not more than 2 consecutive terms of 4 to 5 
years.   

The purpose is to submit to the Board and the COP an external opinion and report, 
inter alia, on the Funds accounts and financial statements, the legality and 
regularity of its operations, its financial and administrative management procedures 
and financial performance in accordance with applicable financial regulations, rules 
and standards. 

All selection processes should be based on transparency, 
professionalism/competency, competitiveness and equal opportunity to all. All 
Parties should be invited to submit a formal proposal based on pre-established 
requirements. The Board should define detailed requests for proposals to clarify 
the requirements and conditions of engagement, and clearly outline the 
documentation/information that candidates should provide in the proposal. Such 
proposals must include at least a description of the audit approach, curricula vitae 
of auditors, professional experience, number and level of staff to be involved, work 
months and audit fees, including salaries and allowances, if any, and a 
confidentiality statement.  



As a minimum requirements, the selection body should give due consideration in 
the selection process of the external auditor to the number of ongoing audit 
engagements in other international organizations and agencies by the audit 
institutions candidates; the need to diversify geographical representation of the 
audit institutions in the international organizations and agencies; ensuring rotation 
of the audit institution of the Fund; and ensuring that the country of the audit 
institution be different than the Fund and Trustee host country and/or of the country 
of the nationality of the Head of the Secretariat. 

The process of selection and appointment of external auditors by the Board or the 
COP will be by secret ballot if there is no consensus on the candidate.  

Conclusion: 

The foregoing recommendation on the four Workstreams, within the work of the 
Co-Chairs workplan, can contribute to move forward the process towards resolving 
the operational documents we need to present at COP-17 in Durban. 

The Member for Latin America and the Caribbean (Nicaragua); Dr. Paul Oquist, 
would therefore like to report that this written submission be circulated to all 
members, and that those recommendations be organized with the note of countries 
work plan, be placed within the framework of a proposed Draft Instrument tabled to 
date is that of the majority of the developing countries, including Nicaragua; I 
request that they be incorporated in that proposal. 


