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Background paper on the fifth review of the financial mechanism. 

I. Background 

1. The Conference of the Parties (COP), at its 18
th

 session, in its decision on the review of the financial 

mechanism (FM)
1
, initiated the fifth review of the FM, in accordance with the criteria contained in the 

guidelines annexed to decisions 3/CP.4 and 6/CP.13 and further guidelines that may be developed. 

2. The COP requested the Standing Committee on Finance (SCF) to further amend the guidelines for the review 

of the FM, and to provide draft updated guidelines for consideration and adoption by COP 19, with a view to 

finalizing the fifth review of the FM by COP 20.  In developing the draft updated guidelines, the SCF is to 

take into account existing guidelines and recent developments within the FM, drawing upon information 

from, inter alia, fast-start finance (FSF), the work of the Green Climate Fund (GCF), taking into account its 

early stage of operationalization, the initial review of the Adaptation Fund (AF) and the work programme on 

long-term finance (LTF). 

3. Furthermore, the COP requested the SCF to provide periodic updates on the status of its work relating to the 

fifth review of the FM to the Subsidiary Body for Implementation (SBI) for its consideration, beginning at 

SBI 38, with the aim of ensuring an inclusive and transparent process. 

4. Parties were invited to submit by 1 March 2013 for consideration by the SCF their views and 

recommendations on elements in the development of the further guidelines for the fifth review of the FM. 

5. This background paper aims at giving an overview of a possible process, content, including the development 

of guidelines, and timelines in the conduct of the 5
th

 review of FM that the SCF may wish to consider when 

preparing its work on this subject for 2013–2014.   

II. Possible outline for a process in the conduct of fifth review of the FM 

6. Two major milestones can be identified in the context of the conduct of the fifth review of the FM:  

a. The development of the updated guidelines for the conduct of the review to be achieved in 2013 by COP 

19; and, 

b. The finalization of the fifth review by COP 20 based on the guidelines adopted by COP 19. 

7. The actual conduct of the review will therefore take place in 2014 and may entail the production of potential 

technical and research papers, depending on the information needs identified by the SCF in discussing the 

additional guidelines for the review, as well as the actual technical work of the review itself. 

8. In terms of the actual process of the review, the SCF may wish to consider the option of submissions from 

Parties and other stakeholders on certain topics to facilitate and inform the conduct of its work. Should the 

SCF see need for such input, it would have to include this need in its recommendations to COP 19. 

III. Potential relevant linkages with other work of the SCF 

9. The SCF may wish to also take into account potential linkages between this task and its other activities, 

especially those that may have an influence on the conduct of the fifth review:   

a. Forum of the SCF in 2013 and 2014, which could be used as a useful tool for the SCF to exchange 

information and views from a wide set of stakeholders, both internal, as well as external to the 

Convention to potentially be used by the SCF in the conduct of the review; 

b. First biennial assessment in 2014 and overview of climate finance flows; 
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c. Discussions related to the development of operational guidance to the operating entities of the financial 

mechanism of the Convention in 2013 and 2014. 

10. In addition, the SCF may wish to consider other sources of information, including among others: 

a. Information on the provision of financial resources recorded in the NAMA registry; 

b. National communications by developed and developing countries;  

c. Information available from other entities providing climate change finance, including MDBs, multilateral 

organisations, specialised NGOs, think-tanks, etc. 

IV. Background and scope for the fifth review of the FM 

IV.1 Previous COP decisions on guidelines for the review 

11. At this point in time, the COP has reviewed the FM four times, in the process of which it has established 

guidelines for the reviews in the form of two separate decisions.  Decision 3/CP.4 outlines the objective, 

methodology and criteria of the review of the FM and in decision 6/CP.13, the COP established additional 

guidelines in terms of objectives and methodology.  

Summary of decision 3/CP.4 and decision 6/CP.13 

Objectives The two decisions outline that the review should consider whether the FM is in conformity 

with the relevant provisions of the Convention and the COP guidance and whether it is 

effective in its activities and the provision of funding.  Additionally, objective of the review 

is to examine how to facilitate consistency in financing activities and how to improve the 

complementarity of the FM with other sources of investment and financial flows. 

Methodology The review is to draw upon a wide range of sources of information, including, inter alia, 

information provided by Parties, the operating entities, external stakeholders such as bilateral 

and multilateral funding institutions, intergovernmental and non-governmental organizations, 

as well as information prepared by the secretariat upon request by the COP 

Criteria The effectiveness of the FM will be assessed taking into account various factors, including 

the transparency of decision-making processes, the adequacy, predictability and timely 

disbursement of funds for activities in developing country Parties, the responsiveness and 

efficiency of the project cycle and expedited procedures of the GEF, the amount of resources 

provided to developing country Parties, the amount of finance leveraged, and the 

sustainability of funded projects 

 IV.2 Elements for potential amendment to the guidelines  

12. On the basis of recent developments in the financial mechanism of the Convention, the SCF may wish to take 

into account the following key elements in developing further guidelines for the review: 

a. Emergence of a new and additional operating entity of the financial mechanism, the GCF, and how to 

promote coherence between the two operating entities; 

b. Effectiveness of the financial mechanism vis-à-vis the needs of developing country Parties for financial 

resources to address climate change and its adverse effects; 

c. Information provided by developed country Parties on FSF and any lessons learned through that process; 

d. Outcomes of the initial review of the Adaptation Fund; 

e. Relevant inputs stemming from the work programme on long term finance (LTF) concluded at COP 18 

and any further relevant inputs generated in the extended LTF programme and the lead up to COP 19; 
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f. Potential linkages and implications in the context of the Ad Hoc Working Group on the Durban Platform 

for Enhanced Action (ADP) and the review of the adequacy of the long-term global goal referred to in 

decision 1/CP.16, paragraph 4; 

g. Other relevant information, including the proceedings and outcome of the sixth replenishment of the 

GEF. 

13. Further, SCF members may wish to consider the inputs provided by Parties following invitation for 

submissions made by COP 18 and as referenced in the annotated agenda under this item. 

IV.3 Working modalities 

14. The SCF may also wish to establish a working group, subcommittee or task force, consisting of SCF 

members, in relation to its work on the fifth review of the FM during its third meeting, allowing for a more 

focused, in-depth work, both intra- as well as inter-sessionally. 

15. Should the SCF wish to seek external expertise in relation to the conduct of the fifth review in general, it may 

decide so as soon as possible and develop terms of reference for such potential external support in order to 

allow for the secretariat to conclude the selection process in a timely manner. 

16. The SCF way also wish to consider, in which form it will provide the periodic status updates to the SBI, 

starting with SBI 38. 
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V. Possible timeline and key milestones 2013–2014  

 2013 2014 

 Mar Apr May Jun Jul Aug Sept Oct Nov Dec Jan Feb Mar Apr May Jun Jul Aug Sept Oct Nov 

Establishment of SCF working group X                     

Update to SBI 38    X                  

Preparation of the updated guidelines X X X X X X X X              
Update to SBI 39         X             
Recommendations on updated guidelines 

to COP 19 
        X             

Potential submissions             X         
Update to SBI 40                X      
Preparation of 

technical/research/background papers, etc. 
          X X X X X X      

Conduct of the technical work of the fifth 

review 
          X X X X X X X X X   

Recommendations to COP 20 on the 

outcome of the fifth review 
                   X  

Update to SBI 41                     X 
Finalization of the  5

th
 review by COP 20                     X 

 
 

     


