UNIES
i - Distr.
Convention cad_re sgr les CENERALE
INFCCC 8 _changements climatiques
] FCCC/KP/CMP/2008/2

20 novembre 2008

FRANCAIS
Original: ANGLAIS

CONFERENCE DESPARTIES AGISSANT
COMME REUNION DES PARTIES

AU PROTOCOLE DEKYQOTO

Quatriéme session

Poznan, 1¥-12 décembr e 2008

Point 8 del’ordre du jour provisoire

Rapport du Conseil du Fonds pour I’adaptation

Rapport du Conseil du Fonds pour I'adaptation

Note du Président du Conseil du Fonds pour I’ adaptation’

Résumé

Le présent rapport a été établi comme suite a la décision 1/CMP.3, qui priait le Conseil du Fonds
pour I’adaptation de faire rapport sur ses activités a chaque session de la Conférence des Parties agissant
comme réunion des Parties au Protocole de Kyoto, et porte sur la période allant de mars a
septembre 2008. Il présente des informations sur les progrés accomplis par le Fonds pour I’adaptation,
en particulier sur la réalisation des taches décrites dans le plan de travail du Conseil du Fonds pour
I’adaptation, et recommande les mesures que la CMP devrait prendre le cas échéant. Ce rapport contient,
entre autres, des projets de documents établis pour approbation par la CMP conformément a la décision
1/CMP.3, ainsi que des documents, des décisions et des descriptions de mesures prises par le Conseil du
Fonds pour I’adaptation dont la CMP devrait prendre note.

" Le présent document a été soumis tardivement en raison de la date a laquelle la troisiéme réunion du Conseil du
Fonds pour I’adaptation a eu lieu.
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. Introduction

A. Mandat

1. A sa septiéme session, la Conférence des Parties est convenue de créer le Fonds pour I’adaptation’.
Pour sa part, la Conférence des Parties agissant comme réunion des Parties au Protocole de Kyoto (CMP)
a décidé, a sa troisiéme session, que I’entité chargée d’assurer le fonctionnement du Fonds serait le
Conseil du Fonds pour I’adaptation, appuyé par un secrétariat et un administrateur.

2. Dans sa décision 1/CMP.3, la CMP a prié le Conseil du Fonds pour I’adaptation de faire rapport sur
ses activités a chaque session de la CMP. Elle a en outre invité le Fonds pour I’environnement mondial &
fournir des services de secrétariat au Conseil du Fonds pour I’adaptation et la Banque mondiale a remplir
les fonctions d’administrateur du Fonds pour I’adaptation, dans les deux cas a titre provisoire.

B. Objet dela présente note

3. La présente note contient des informations sur les progres accomplis par le Fonds pour
I’adaptation, en particulier la réalisation des taches décrites dans le plan de travail du Conseil du Fonds
pour I’adaptation, et recommande les mesures que la CMP devrait prendre le cas échéant. Elle porte sur la
période allant de mars a septembre 2008 (la période considérée).

C. Mesuresque pourrait prendrela Conférence des Parties agissant
commeréunion des Parties au Protocole de Kyoto

4, La CMP pourrait prendre note des informations contenues dans ce rapport et approuver les projets
de documents suivants:

a) «Draft rules of procedure of the Adaptation Fund Board», établi conformément a I’alinéa e
du paragraphe 5 de la décision 1/CMP.3 et reproduit dans I’annexe I;

b)  «Projet d’instrument juridique applicable au secrétariat du Fonds pour I’adaptation»,
y compris le projet de mémorandum d’accord entre la Conférence des Parties agissant comme réunion des
Parties au Protocole de Kyoto et le Conseil du Fonds pour I’environnement mondial concernant les
services de secrétariat a I’appui du Conseil du Fonds pour I’adaptation, établi conformément a I’alinéa
du paragraphe 5 et au paragraphe 31 de la décision 1/CMP.3 et reproduit dans I’annexe II;

c) «Projet d’instrument juridigue entre la Conférence des Parties agissant comme réunion des
Parties au Protocole de Kyoto et la Banque internationale pour la reconstruction et le développement
(Banque mondiale) concernant les services a fournir par I’administrateur du Fonds pour I’adaptation»,

y compris le projet de clauses applicables aux services a fournir par la Bangue internationale pour la
reconstruction et le développement en sa qualité d’administrateur du Fonds pour I’adaptation, établi
conformément a I’alinéa j du paragraphe 5 et au paragraphe 31 de la décision 1/CMP.3, et reproduit dans
I’annexe I11;

d)  «Draft strategic priorities, policies and guidelines of the Adaptation Fund», établi
conformément a I’alinéa a du paragraphe 5 de la décision 1/CMP.3 et reproduit dans I’annexe 1V.

! Décision 10/CP.7.
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5. La CMP souhaitera peut-&tre aussi procéder a I’examen et prendre note du document intitulé
«Reimbursement of funds to Parties for their contribution pursuant to paragraph 27 of decision
1/CMP.3», qui est reproduit dans I’annexe V, et approuver la décision recommandée par le Conseil du
Fonds pour I’adaptation.

I1. Décisions ou mesuresprises par le Conseil du Fonds pour
I”adaptation dont la Conférence des Parties agissant
commeréunion des Partiesau Protocole de Kyoto
pourrait prendre note a sa quatriéme session

6. Le Conseil du Fonds pour I’adaptation invite la CMP a prendre note des principales mesures et
décisions ci-aprés, prises pendant la période considérée conformément a I’alinéa mdu paragraphe 5 de la
décision 1/CMP.3:

a)  Discussionsrelatives aux politiques et aux dir ectives opérationnelles. Conformément a
I’alinéa b du paragraphe 5 de la décision 1/CMP.3, le Conseil du Fonds pour I’adaptation a eu des
discussions initiales sur certaines politiques et directives opérationnelles, en particulier des orientations
sur la programmation et des directives de gestion administrative et financiére, et compte achever la mise
au point de ces politiques et directives a sa réunion de décembre 2008;

b) Etablissement de critéresrelatifs aux capacités des entités char gées de I’ exécution.
Conformément a I’alinéa c du paragraphe 5 de la décision 1/CMP.3, les politiques et directives
opérationnelles visées a I’alinéa a ci-dessus serviront de base pour la mise au point des modalités du
fonctionnement du Fonds pour I’adaptation afin que les entités chargées de I’exécution soient capables
d’appliquer les directives du Fonds pour I’adaptation en matiére de gestion administrative et financiére;

c) Monétisation des unités de réduction certifiée des émissions. Conformément a I’alinéa k
du paragraphe 5 de la décision 1/CMP.3, le Conseil du Fonds pour I’adaptation s’attend a ce que le
programme de monétisation commence a fonctionner dés que possible aprés la conclusion d’un accord
entre la CMP et I’administrateur en ce qui concerne les services que ce dernier doit fournir au Fonds pour
I’adaptation au cours du premier trimestre 2009;

d) Elabor ation des dispositions juridiques nécessair es au fonctionnement du Fonds pour
I’adaptation. Le Conseil du Fonds pour I’adaptation est convenu qu’il faut examiner de facon plus
approfondie la possibilité de doter le Fonds pour I’adaptation d’un statut juridique a déterminer et a
décidé de faire réaliser une étude de faisabilité a ce sujet. Conscient que cette facon de procéder prendra
probablement beaucoup de temps, le Conseil envisage aussi de recourir a une autre méthode, qui
assurerait la gestion du risque fiduciaire par des entités juridiques créées ou déja en place au niveau
national, afin de permettre un accés direct aux ressources. A cette fin, le Conseil est convenu d’élaborer
des criteres et des directives pour I’accréditation de ces entités juridiques, de fagon qu’elles puissent
appliquer des normes fiduciaires internationales pour I’exécution des programmes et des projets
approuveés par le Conseil.
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[I1. Travaux entreprisau coursdelapériode considérée
7. Depuis sa création, le Conseil du Fonds pour I’adaptation a tenu trois réunions, qui ont toutes eu
lieu au cours de la période considérée (en mars, juin et septembre 2008) a Bonn (Allemagne). Les ordres
du jour annotés (ainsi que les documents de référence relatifs aux points des ordres du jour) et des
rapports détaillés sur ces réunions ont été publiés sur le site Web du Fonds pour I’adaptation.

8. Les sections suivantes décrivent les principales activités entreprises par le Conseil au cours de la
période considérée.

1. Election du président et du vice-président du Conseil du Fonds pour I’adaptation

9. Conformément au paragraphe 13 de la décision 1/CMP.3, le Conseil du Fonds pour I’adaptation a

élu par consensus, a sa premiere réunion, M. Richard Muyungi (République-Unie de Tanzanie) Président
et M™ Marita Steinke (Allemagne) Vice-Présidente du Conseil du Fonds pour I’adaptation. A la suite de
la démission de M™ Steinke, appelée a un poste dans le Gouvernement de son pays, le Conseil a élu par

consensus, a sa deuxiéme réunion, M. Naoya Tsukamoto (Japon) Vice-Président du Conseil.

2. Calendrier de réunions du Conseil du Fonds pour I’adaptation en 2008

10.  Au cours de la réunion inaugurale du Conseil du Fonds pour I’adaptation, tenue a Bonn du 26 au
28 mars, le Conseil a adopté un calendrier de réunions pour 2008 (voir tableau 1). A sa deuxiéme réunion,
tenue a Bonn du 16 au 19 juin, le Conseil a décidé qu’il était nécessaire de tenir une réunion
supplémentaire.

Tableau 1. Calendrier deréunionsdu Conseil du Fonds pour I'adaptation en 2008

Dates Lieu
26 au 28 mars Bonn (Allemagne)
16 au 19 juin Bonn
15 au 18 septembre Bonn
15 au 17 décembre Bonn

3. Plan de travail du Conseil du Fonds pour I’adaptation

11.  En vertu de I’alinéa mdu paragraphe 5 de la décision 1/CMP.3, le Conseil du Fonds pour
I’adaptation est tenu d’inclure dans son plan de travail pour la période allant jusqu’a la quatrieme session
de la CMP, entre autres, les fonctions énumérées aux alinéas a, b, c, €, j et k du paragraphe 5 de la
décision 1.CMP.3, afin que la CMP les adopte ou en prenne note.

12. A sa premiére réunion, le Conseil a adopté le document intitulé «Projet de programme 2008 des
réunions du Conseil du Fonds pour I’adaptation». A sa deuxiéme réunion, le Conseil a adopté le
document intitulé «Projet de plan de travail 2008 du Conseil du Fonds pour I’adaptations, qui a modifié le
plan de réunions adopté a la premiére réunion.

2 http://www.adaptation-fund.org.
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4. Budget du Conseil du Fonds pour I’adaptation et secrétariat

13.  Au cours de ses trois premiéres réunions, le Conseil du Fonds pour I’adaptation a examiné et
approuve les ressources nécessaires pour les travaux du Conseil et du secrétariat du Fonds pour
I’adaptation jusqu’au 31 décembre 2008.

5. Fonctions et attributions du Conseil du Fonds pour I’adaptation

14. A sadeuxiéme réunion, le Conseil du Fonds pour I’adaptation a adopté le document intitulé «Draft
role and responsibilities of the Adaptation Fund Board», qui est reproduit dans I’annexe VI.

6. Réglement intérieur du Conseil du Fonds pour I’adaptation

15. Envertu de I’alinéa e du paragraphe 5 de la décision 1/CMP.3, le Conseil du Fonds pour
I’adaptation doit élaborer et approuver des dispositions additionnelles au réglement intérieur établi dans
cette décision et en recommander I’adoption par la CMP.

16. Conformément a ses fonctions et attributions, le Conseil a approuve, a sa troisiéme réunion, le
document intitulé «Draft rules of procedure of the Adaptation Fund Board» et a recommandé qu’il soit
approuveé par la CMP a sa quatriéme session.

7. Fonctions et attributions du secrétariat du Fonds pour I’adaptation

17. A sa premiére réunion, le Conseil du Fonds pour I’adaptation a adopté le document intitulé «Draft
role and responsibilities of the Adaptation Fund secretariat», qui est reproduit dans I’annexe VII.

8. Instrument juridique applicable au secrétariat du Fonds pour I’adaptation

18. Envertu de I’alinéa j du paragraphe 5 de la décision 1/CMP.3, le Conseil du Fonds pour
I’adaptation est chargé d’élaborer et d’adopter des dispositions juridiques et administratives provisoires
pour les services de secrétariat pour approbation par la CMP.

19. A sa deuxiéme réunion, le Conseil a approuvé le document intitulé «Projet d’instruments juridiques
applicable au secrétariat du Fonds pour I’adaptation», qui comprend un projet de mémorandum d’accord
entre la Conférence des Parties agissant comme réunion des Parties au Protocole de Kyoto et le Conseil
du Fonds pour I’environnement mondial concernant les services de secrétariat a I’appui du Fonds pour
I’adaptation et du Conseil du Fonds pour I’adaptation, et a recommandé que ce document soit approuvé
par la CMP a sa quatrieme session.

9. Fonctions et attributions de I’administrateur du Fonds pour I’adaptation

20. A satroisiéme réunion, le Conseil du Fonds pour I’adaptation a commencé I’examen du document
intitulé «Fonctions et attributions de I’administrateur du Fonds pour I’adaptation (projet)»>. Le Conseil est
convenu de poursuivre I’examen de cette question a sa réunion de décembre 2008.

10. Instrument juridigue relatif a I’administrateur du Fonds pour I’adaptation

21.  Envertu de I’alinéa j du paragraphe 5 de la décision 1/CMP.3, le Conseil du Fonds pour
I’adaptation est tenu d’élaborer et d’adopter des dispositions juridiques et administratives provisoires pour
I’administrateur pour que la CMP les approuve.

3 Document publié sous la cote AFB/B.3/3 et disponible & I’adresse
http://www.adaptation-fund.org/images/AFB.B.3.3 Draft Role and Responsibilities of the AF Trustee.pdf.
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22. A satroisiéme réunion, le Conseil a approuvé le document intitulé «Projet d’instrument juridique
entre la Conférence des Parties agissant comme réunion des Parties au Protocole de Kyoto et la Banque
internationale pour la reconstruction et le développement (Bangque mondiale): services a fournir par
I’administrateur du Fonds pour I’adaptation» et a recommandé que ce document soit approuve par la
CMP a sa quatrieme session.

11. Monétisation des unités de réduction certifiée des émissions

23.  Envertu de I’alinéa k du paragraphe 5 de la décision 1/CMP.3, le Conseil du Fonds pour
I’adaptation est tenu de procéder a la monétisation des unités de réduction certifiée des émissions (URCE)
délivrées par le Conseil exécutif du mécanisme pour un développement propre (MDP) et transmises au
Fonds pour I’adaptation, et de faire rapport chaque année a la CMP sur la monétisation des URCE.

24. A la premiére réunion du Conseil, I’administrateur invité a expliqué qu’il est difficile de fixer le
prix des URCE, étant donné que le marché de ces dernieres est limité. Au mois de mars 2008, seulement
130 millions d’URCE avaient été délivrées, alors que 2,1 milliards d’URCE pourraient étre délivrées d’ici
a 2012. Par conséquent, un total estimé a 40 millions d’URCE pourrait avoir été porté au crédit du compte
du MDP auprés du Fonds pour I’adaptation d’ici a 2012. L’administrateur a proposé de commencer de
monétiser les URCE du Fonds pour I’adaptation une fois que I’infrastructure du marché sera pleinement
développée.

25. A la deuxiéme réunion du Conseil, I’administrateur invité a présenté le document intitulé
«Monétisation des unités de réduction certifiée des émissions pour le Fonds pour I’adaptation»” et a
présenté une méthode de monétisation des URCE. La discussion a porté sur un grand nombre de
questions, en particulier le réle du Conseil; les principales regles applicables au programme de
monétisation, y compris les mesures a prendre pour assurer des rentrées prévisibles, optimiser les recettes
tout en limitant les risques financiers, améliorer la transparence et le rapport colt-efficacité; le caractére
nouveau et évolutif des marchés des URCE; la nécessité de lancer le programme de monétisation dés que
possible; et la propriété des URCE. On a également soulevé la question de I’opportunité de confier le rble
d’administrateur et la responsabilité de la monétisation a une entité unique comme le paragraphe 22 de la
décision 1/CMP.3 semble le suggérer.

26. Le Conseil a pris note du rapport sur la monétisation des URCE. Constatant qu’il est urgent de
monétiser les URCE, il a décidé de créer un comité de la monétisation chargé d’examiner et de proposer
au Conseil, a sa réunion suivante, des options envisageables pour accélérer le processus de monétisation
des URCE, avec le concours de I’administrateur invité. L’annexe VIII contient le compte rendu de la
réunion du comité de la monétisation, tenue le 4 septembre 2008.

27. A satroisiéme réunion, le Conseil est convenu que la mise en ceuvre du programme de
monétisation devrait commencer dés que possible, en principe au premier trimestre 2009, en application
des directives relatives a la monétisation, qui sont conformes au paragraphe 28 de la décision 1/CMP.3.
Le Conseil a prié I’administrateur de planifier une premiére transaction ouverte a tous les acheteurs
remplissant les conditions requises et exécutée par des intermédiaires au prix d’équilibre du marché. Il a
également prié I’administrateur d’élaborer une stratégie de communication pour la premiére transaction,
en concertation avec le comité de la monétisation et avec le concours du secrétariat du Fonds pour
I’adaptation, en prévoyant notamment une conférence de presse et une séance de questions-réponses qui
devront avoir lieu lors de la quatriéme session de la CMP.

4 http://www.adaptation-fund.org/images/ AFBB2-9-Monetization.pdf.
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12. Questions juridiques relatives au passage du fonds
pour I’adaptation au stade opérationnel

28. Le Conseil du Fonds pour I’adaptation a examiné plusieurs options qui permettent de se conformer
aux dispositions des paragraphes 29 et 30 de la décision 1/CMP.3, en vertu desquelles les Parties
remplissant les critéres d’admissibilité et les entités autorisées doivent avoir un acces direct aux
ressources du Fonds pour I’adaptation. Le secrétariat du Fonds pour I’adaptation, I’administrateur invité
et le secrétariat de la Convention ont fait établir un rapport sur les questions juridiques a résoudre pour
traduire dans les faits cet accés au financement, en vue d’éclairer les discussions du Conseil. Ce rapport a
proposé les options suivantes:

a) Maintenir le statu quo;

b)  Conférer au Conseil du Fonds pour I’adaptation la capacité de conclure certains accords
juridiques;

C) Doter le Fonds pour I’adaptation de la personnalité juridique.

29. Apres avoir examiné ces options, le Conseil est convenu, en principe, que pour conférer au Fonds
un statut juridique déterminé, il convient d’étudier la question de facon plus approfondie et a décidé de
faire établir une étude de faisabilité a cet égard.

30. Conscient que cette facon de procéder prendra probablement un temps considérable, le Conseil a
décidé d’envisager entre-temps une autre démarche, qui consiste a confier une mission de surveillance de
la gestion du risque fiduciaire a des entités juridiques déja en place au niveau national, afin de permettre
aux Parties d’avoir un acceés direct aux ressources. A cette fin, le Conseil a décidé de mettre au point des
criteres et des directives pour I’accréditation de ces entités juridiques, de telle facon qu’elles puissent
appliquer des normes fiduciaires internationales aux programmes et projets d’adaptation approuvés par le
Conseil.

31. La CMP est priée de prendre note de la démarche présentée au paragraphe 29 ci-dessus.

13. Priorités, politiques et modalités stratégiques du Fonds pour I’adaptation

32. Conformément a I’alinéa a du paragraphe 5 de la décision 1/CMP.3, le Conseil du Fonds pour
I’adaptation a approuvé, a sa troisieme réunion, le document intitulé «Priorités, politiques et modalités
stratégiques du Fonds pour I’adaptation (projet)» et a recommandé qu’il soit approuvé par la CMP a sa
guatriéme session.

14. Politigues et modalités opérationnelles provisoires régissant I’accés
des Parties aux ressources du Fonds pour |’adaptation

33. Conformément a I’alinéa b du paragraphe 5 de la décision 1/CMP.3, le Conseil du Fonds pour
I’adaptation a eu, a sa troisieme réunion, des discussions initiales concernant le document intitulé
«Politiques et modalités opérationnelles provisoires régissant I’acces des Parties aux ressources du Fonds
pour I’adaptation»°, qui décrit des politiques et modalités opérationnelles précises, y compris des
orientations de programmation et des directives de gestion administrative et financiére, conformes aux
dispositions de la décision 5/CMP.2. Le Conseil compte poursuivre ces discussions et achever ce
document & sa réunion de décembre 2008.

® Disponible a I’adresse http://www.adaptation-fund.org/images/AFB.B.3.8_Operational_Policies_and_Guidelines
08.26.08_-_revised.1.pdf.
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15. Fonctions et attributions des institutions et établissements d’exécution

34.  Aux termes du paragraphe 29 de la décision 1/CMP.3, «les Parties remplissant les criteres
d’admissibilité pourront soumettre leurs propositions de projet directement au Conseil du Fonds pour
I’adaptation et les entités chargées de leur mise en ceuvre ou de leur exécution, choisies par les
gouvernements, qui sont en mesures d’exécuter les projets financés par le Fonds pour I’adaptation
pourront également solliciter directement le Conseil du Fonds pour I’adaptation».

35. Dans ce contexte, le Conseil a approuvé, a sa deuxieme réunion, le document intitulé «Draft roles
and responsibilities of implementing and executing entities», étant entendu qu’il le réexaminera apres
avoir choisi une option visant a faciliter I’accés direct des entités juridiques au Fonds pour I’adaptation.

16. Remboursements des contributions des Parties

36. A satroisiéme réunion, le Conseil du Fonds pour I’adaptation a discuté du document intitulé
«Remboursement des contributions des Parties conformément au paragraphe 27 de la décision 1/CMP.3»
et a recommandé qu’il soit approuvé par la CMP a sa quatriéme session.

17. Création de comités du Conseil du Fonds pour I’adaptation

37.  Aladeuxiéme réunion du Conseil du Fonds pour I’adaptation, le Président a distribué une
proposition qui présentait le projet de mandat et de modalités de fonctionnement en vue de la création de
comités du Conseil. Ce dernier s’est félicité de cette initiative prise par le Président conformément a la
décision 1/CMP.3.

38. Le Conseil a décidé que le Président entreprendrait, avec le concours du secrétariat du Fonds pour
I’adaptation, des consultations sur cette question avec les membres et les membres suppléants, en vue de
son examen a la troisiéme réunion du Conseil. Aprés avoir discuté de la nécessité de ces comités et défini
les grandes lignes du projet de mandat de ces derniers a sa troisiéme réunion, le Conseil a décidé de
différer sa décision jusqu’a sa réunion suivante. Entre-temps, le comité spécial de la monétisation et du
budget déja créé continuera d’aider le Conseil en ce qui concerne les questions relatives aux comités.

V. Succeset difficultés

39. A satroisiéme session, la CMP a prié le Conseil du Fonds pour I’adaptation de mettre au point des
mécanismes et des propositions pour permettre au Fonds pour I’adaptation de commencer a fonctionner.
Le Conseil a accompli des progres appréciables dans I’accomplissement des taches que la CMP lui avait
confiées et il a estimé que, dans le temps limité disponible, il avait mis en place I’infrastructure
institutionnelle nécessaire pour que le Fonds pour I’adaptation soit prét a fonctionner en 20009, si les
propositions du Conseil sont adoptées par la CMP a sa quatriéme session.

40. Le Conseil s’est félicité du soutien financier fourni en temps opportun par I’ Australie, la Finlande,
la France, la Norvege, le Royaume-Uni de Grande-Bretagne et d’Irlande du Nord et la Suisse, et des
récentes annonces de soutien financier du Danemark, de la France, du Japon et du Programme des
Nations Unies pour I’environnement, qui ont permis au Conseil de commencer rapidement ses travaux.

41. Le Conseil a également exprimé sa gratitude pour I’appui fourni par le secrétariat du Fonds pour
I’adaptation, I’administrateur invité et le secrétariat de la Conférence. Il tient a rendre hommage a ce
dernier, qui a actuellement la qualité d’observateur, pour le r6le crucial qu’il a joué dans le passage du
Fonds pour I’adaptation a la phase opérationnelle, en coopération avec le secrétariat du Fonds pour
I’adaptation et de I’administrateur invité. En particulier, son aide relative aux aspects juridiques de la
création du Fonds pour I’adaptation et au passage de celui-ci a sa phase opérationnelle a été précieuse.
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1. Succes

42. Le Conseil du Fonds pour I’adaptation a adopté sur un plan de travail ambitieux pour 2008, a mis
celui-ci en ceuvre, a approuvé des budgets pour soutenir son exécution, a créé un comité chargé de
monétiser les URCE et a mis en place I’architecture institutionnelle de base du Fonds pour I’adaptation,
gui comprend:

a) Les fonctions et attributions du Conseil du Fonds pour I’adaptation, du secrétariat du Fonds
pour I’adaptation et de I’administrateur;

b) Le réglement intérieur du Conseil du Fonds pour I’adaptation;

C) L’instrument juridique applicable au secrétariat du Fonds pour I’adaptation, y compris le
projet de mémorandum d’accord entre la Conférence des Parties agissant comme réunion des Parties au
Protocole de Kyoto et le Conseil du Fonds pour I’environnement mondial concernant les services de
secrétariat a I’appui du Fonds pour I’adaptation et du Conseil du Fonds pour I’adaptation;

d)  L’instrument juridique entre la Conférence des Parties agissant comme réunion des Parties
au Protocole de Kyoto et la Banque internationale pour la reconstruction et le développement (Banque
mondiale) concernant les services qui doivent étre fournis par I’administrateur du Fonds pour
I’adaptation.

43.  Afin de fournir les ressources nécessaires pour permettre aux pays en développement parties
d’entreprendre des activités d’adaptation concreétes, le Conseil s’est également employé a faire passer le
Fonds a sa phase opérationnelle, en se mettant d’accord et en prenant des mesures sur les points suivants:

a) Les questions juridiques relatives au passage du Fonds pour I’adaptation a la phase
opérationnelle;

b) Les priorités, politiques et modalités stratégiques du Fonds pour I’adaptation;
C) Les fonctions et attributions des entités de mise en ceuvre et d’exécution;

d) Les politiques et directives opérationnelles régissant I’acces des Parties aux ressources du
Fonds pour I’adaptation;

e) La monétisation des URCE.

44.  Conformément a la décision 1/CMP.3, plusieurs décisions prises par le Conseil sont actuellement
en cours de mise en ceuvre, tandis qu’il a été recommandé a la CMP d’en approuver d’autres.

2. Difficultés

45.  L’une des difficultés immédiates auxquelles le Conseil du Fonds pour I’adaptation doit faire face a
trait a la disponibilité des ressources nécessaires a I’accomplissement de ses travaux. Le passage du Fonds
a sa phase opérationnelle entraine des dépenses considérables, liées a la rémunération du personnel et des
consultants, aux voyages, etc. Le soutien financier fourni par certaines Parties en début de processus a été
crucial pour I’organisation des trois premiéres réunions du Conseil et les travaux du secrétariat du Fonds
pour I’adaptation. En I’absence de ressources financiéres supplémentaires, le secrétariat aura du mal a
recruter du personnel compétent pour soutenir les travaux du Conseil et organiser des réunions au début
de 2009 pour achever le processus de monétisation.
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46. Le Président a demandé I’appui de toutes les Parties pour que les membres et membres suppléants
disposent d’un soutien financier suffisant de la part des Parties dont ils relevent afin de pouvoir participer
pleinement aux travaux du Conseil.

47. Enoutre, le Conseil doit faire passer le Fonds pour I’adaptation a sa phase opérationnelle tout en
limitant autant que possible les frais de transaction qu’entraine la fourniture de ressources aux Parties qui
répondent aux criteres d’admissibilité.

V. Gouvernance

48. En vertu des regles actuellement applicables au Conseil du Fonds pour I’adaptation, relatives
notamment au remplacement des membres et membres suppléants qui démissionnent, le mandat de tous
les membres et membres suppléants du Conseil s’achéve en méme temps (au bout de deux ans). Comme
il est essentiel d’assurer une certaine continuité dans la mémoire institutionnelle du Conseil, les Parties
devraient étudier d’autres options, par exemple I’institution de mandats décalés pour les membres et
membres suppléants.

VI. Plan detravail et budget pour 2009

49.  Aprés avoir mis en place I’architecture juridique, institutionnelle et de politique générale de base
en 2008, le Fonds devra rendre opérationnels en 2009 les mécanismes qui permettront aux Parties
remplissant les critéres d’admissibilité d’élaborer et de soumettre des propositions de financement pour
examen par le Conseil.

1. Plan de travail

50. Le Conseil du Fonds pour I’adaptation a I’intention de tenir une réunion en décembre 2008 a Bonn
(Allemagne) a la fin de la quatriéme session de la CMP. Lors de cette réunion, il devrait approuver le plan
de travail pour 2009, destiné a étre mis en ceuvre au cours des quatre réunions qui devront étre
programmeées en 2009. Les principaux éléments du plan de travail sont les suivants:

a) La conclusion d’instruments juridiques avec le secrétariat du Fonds pour I’adaptation et
I’administrateur, apres approbation de la CMP a sa quatriéme session;

b)  La monétisation des URCE en 2009, afin de financer le Fonds pour I’adaptation;

C) La mise en ceuvre d’un cycle de projets relevant du Fonds pour I’adaptation, y compris le
suivi et I’évaluation, conformément aux priorités, politiques et modalités stratégiques, et a des politiques
et directives opérationnelles;

d)  L’accréditation par le Conseil d’entités juridiques appelées a s’acquitter de fonctions de mise
en ceuvre et d’exécution, en vue d’aider les Parties a élaborer et a mettre en ceuvre des activités
d’adaptation concrétes;

e) La prise de mesures en vue d’améliorer les capacités des entités d’exécution, y compris en
matiére d’acces direct;

f) L’examen et I’approbation de propositions de projets élaborées par les Parties remplissant les
critéres d’admissibilité, en vue d’un soutien financier du Fonds pour I’adaptation pour la réalisation
d’activités d’adaptation concreétes.
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2. Calendrier des réunions du Conseil du Fonds pour I’adaptation

51. Le tableau suivant présente le calendrier des réunions du Conseil du Fonds pour I’adaptation
en 2009.

Tableau 2. Calendrier desréunionsdu Conseil du Fonds pour I’adaptation en 2009

Mois Lieu
Mars Bonn (Allemagne)
Juin Bonn
Septembre Bonn
Décembre Copenhague (Danemark)
3. Budget

52.  Les prévisions budgétaires pour I’année civile 2009 s’élevent a 2,5 millions de dollars des
Etats-Unis. Le Conseil du Fonds pour I’adaptation examinera une proposition détaillée de budget en
décembre 2008 en vue de déterminer la disponibilité de ressources dans le fonds d’affectation spéciale
administratif.

VII. Modalitésde participation d’ observateurs aux réunions
du Conseil du Fonds pour I’adaptation

53.  Les organisations non gouvernementales (ONG) qui avaient la qualité d’observateurs a la deuxiéme
réunion du Conseil du Fonds pour I’adaptation ont adressé une communication au Président et au
responsable du secrétariat du Fonds pour I’environnement mondial (FEM). Ces observateurs ont remercié
le Conseil et le secrétariat de les avoir autorisés a participer a cette réunion et a dialoguer avec les
membres du Conseil, mais ont présenté les suggestions suivantes pour que les réunions futures soient
pleinement transparentes et permettent aux ONG ayant la qualité d’observateurs de suivre les
délibérations®:

a) Diffuser les réunions du Conseil sur le Web;
b)  Etablir et approuver un communiqué de presse a la fin de chaque réunion du Conseil;
c)  Autoriser les ONG qui ont la qualité d’observateurs a fournir des contributions:

i) En créant une procédure qui permette aux ONG (et a d’autres entités) de présenter des
observations ou des informations au Conseil (par exemple via le site Web du Fonds
pour I’adaptation);

ii)  Endonnant aux ONG ayant la qualité d’observateurs qui participent aux réunions du
Conseil un traitement préférentiel par rapport a celles qui n’y participent pas, en les
autorisant a faire des interventions (lors de certaines séances) ou a présenter de bréves
déclarations (d’une durée de trois minutes, par exemple) au cours de la séance
pléniére.

® Le texte qui suit est extrait de la communication adressée le 20 juin 2008 par M. Sven Harmeling, de
Germanwatch, au nom des ONG ayant la qualité d’observateurs, a M. Richard Muyungi, Président du Conseil du
Fonds pour I’adaptation, et 8 M™ Monique Barbut, responsable du secrétariat.
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54. Le Président du Conseil et le responsable du secrétariat ont réagi positivement aux suggestions
formulées par les ONG ayant la qualité d’observateurs et ont par la suite pris les mesures suivantes:

a) A compter de la troisiéme réunion du Conseil, en septembre 2008, les réunions du Conseil
seront diffusées sur les sites Web du Fonds pour I’adaptation et de la Conférence;

b) Une déclaration sera transmise a la presse a partir de la troisieme réunion du Conseil;
c) Le reglement intérieur du Conseil prévoit maintenant que les observateurs peuvent présenter

des observations ou des informations, et que le Président peut inviter les observateurs a faire des
interventions.
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Annexe |
[ENGLISH ONLY]
Draft Rules of Procedure of the Adaptation Fund Board
. Scope
1. These rules of procedure shall apply to the conduct of the business of the Adaptation Fund Board,

in accordance with Decision 1/CMP.3 of the Third Conference of the Parties serving as the meeting of the
Parties to the Kyoto Protocol. These rules become effective on their adoption by the Conference of the
Parties serving as the meeting of the Parties to the Kyoto Protocol. Until then, it is proposed that the
Board follow these rules on an interim basis.

1. Definitions

2. For the purpose of these rules:

(@)

(b)

(©)

(d)

(€)
(f)

(9)

(h)

(i)
@)

“Fund” means the Adaptation Fund pursuant to Decision 10/CP.7 of the Seventh
Conference of the Parties to the United Nations Framework Convention on Climate
Change.

“Board” means the Adaptation Fund Board, established by Decision 1/CMP.3 of the
Conference of the Parties serving as the meeting of the Parties to the Kyoto Protocol as
the Operating Entity of the Adaptation Fund with the mandate to supervise and manage
the Adaptation Fund under the authority and guidance of the Conference of the Parties
serving as the meeting of the Parties to the Kyoto Protocol.

“Member” means a representative elected by the Conference of the Parties serving as the
meeting of the Parties to the Kyoto Protocol as a Member of the Adaptation Fund Board,
accorded the right to vote.

“Alternate” means a representative elected by the Conference of the Parties serving as the
meeting of the Parties to the Kyoto Protocol as an Alternate for each Member.

“Meeting” means any meeting of the Adaptation Fund Board.

“Chair” means the Board Member elected Chair of the Adaptation Fund Board,
according to paragraph 10 of these rules.

“Vice-Chair” means the Board Member elected Vice-Chair of the Adaptation Fund
Board, according to paragraph 10 of these rules.

“Secretariat” is a body appointed by the Conference of the Parties serving as the meeting
of the Parties to the Kyoto Protocol to provide secretariat services to the Board and to the
Fund, consistent with paragraphs 3, 18, 19 and 31 of Decision 1/CMP.3

“Trustee” means the Trustee for the Adaptation Fund.

“Implementing Entities” means the organizations that have been identified ex-ante by the
Board as meeting the criteria adopted by the Board, in accordance with Decision
1/CMP.3 (5)(c), to access funding to implement concrete adaptation projects and
programs supported by the Fund.
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(k) “Executing Entities” are organizations that meet the criteria set by the Board, to access
funding to implement concrete adaptation projects and programs supported by the Fund,
subject to such audit mechanisms and due diligence criteria as established by the Board.

() “UNFCCC” means the United Nations Framework Convention on Climate Change.

(m) “Protocol” means the Kyoto Protocol to the United Nations Framework Convention on
Climate Change.

(n) “Parties” means Parties to the Protocol.

(0) “Annex | Parties” means a Party included in Annex | to the Convention, as may be

amended, or a Party which has made a notification under Article 4, paragraph 2 (g), of
the Convention.

(p) “Non-Annex | Parties” means Parties not included in Annex | of the UNFCCC.

(o) “Secretary” means the person in charge of providing support services and logistics to the
Adaptation Fund Board meetings
n “Head of Secretariat” means the Head of the entity responsible for rendering secretariat
services to the Adaptation Fund Board.
1. Board
3. The Board shall comprise 16 Members representing Parties, formally elected by a Conference of

the Parties serving as the meeting of the Parties to the Kyoto Protocol on the Adaptation Fund as follows:
@) Two representatives from each of the five United Nations Regional Groups.
(b) One representative of the Small Island Developing States.
(c) One representative of the Least Developed Country Parties.
(d) Two other representatives from Annex | Parties.
(e) Two other representatives from non-Annex | Parties.

4, The election of each Member is to be accompanied by the election of an Alternate following the
same principles as set out in paragraph 3 above.

5. The Member and Alternate shall each serve for a term of two calendar years and shall be eligible
to serve a maximum of two consecutive terms.

6. In the absence of a Member, or when requested by a Member in writing, his or her Alternate will
act for the Member, including by voting in the Member’s stead.

7. If a Member or an Alternate resigns or is otherwise unable to complete the assigned term of office
or to perform the functions of that office, a new Member or Alternate shall be elected in accordance with
paragraph 8 of Decision 1/CMP.3.

8. Notwithstanding paragraph 7, if a Member or an Alternate resigns or is otherwise unable to
complete the assigned term of office or to perform the functions of that office, the Adaptation Fund Board
may decide, bearing in mind the proximity of the next session of the Conference of the Parties serving as
the meeting of the Parties to the Kyoto Protocol, to appoint another Member, or an Alternate Member,
from the same group to replace the said Member for the remainder of that Member’s mandate. The



FCCC/KP/CMP/2008/2
page 16

Adaptation Fund Board shall request the relevant group to nominate the new Member, or the new
Alternate.

9. Except as may be expressly provided otherwise in these rules, any reference in these rules to a
Member shall be deemed to include his/her Alternate, when such Alternate acts for such Member.

V. Officers
10. The Board shall elect the Chair and Vice-Chair from among its Members, with one being from an

Annex | Party and other being from a non-Annex | Party. The term of office of the Chair and Vice-Chair
shall be one calendar year. The office of Chair and Vice-Chair shall alternate annually between a
Member from an Annex | Party and a Member from a non-Annex | Party.

11. If the Chair is temporarily unable to fulfill the obligations of the office, the Vice-Chair shall in
the interim assume the obligations and authorities of the Chair. In the absence of the Chair and the Vice-
Chair at a particular meeting, any other Member designated by the Board shall temporarily serve as the
Chair of that meeting.

12. If the Chair or Vice-Chair is unable to complete the term of office, the Board shall elect a
replacement to complete the term of office.

13. The Chair shall, inter alia, declare the opening and closing of the meeting, ensure the observance
of these rules, accord the right to speak, put questions to the vote and announce decisions. The Chair
shall rule on points of order and, subject to these rules, shall have complete control of the proceedings and
over the maintenance of order, including adjournment or suspension.

14. The Chair shall propose to the Board chairs and vice-chairs from among the Members and
Alternates for specific working groups and committees, as necessary.

15. The Chair, or any Member designated by the Chair, shall report to the Conference of the Parties
serving as the meeting of the Parties to the Kyoto Protocol on behalf of the Board.

16. The Chair shall advocate and seek support for the Fund and the work of the Board. The Chair
shall represent the Board at external meetings and shall report back to the Board on those meetings.

V. Secretariat

17. The Secretariat, being a dedicated team of officials to render secretariat services to the Adaptation
Fund Board shall:

@) Make the necessary arrangements for the meetings of the Board, including ensuring that
announcements of the meetings are posted on the Adaptation Fund and UNFCCC
websites, issuing invitations, preparing meeting documents and the final report, which
will include decisions of the meeting, and shall post all documents on the website of the
Adaptation Fund;

(b) Designate a member of the dedicated team of officials to serve as Secretary of the
Adaptation Fund Board meetings to provide support services and logistics.

(©) Keep meeting records and arrange for the custody and preservation of documents of the
meetings in the archives of the entity designated as the Secretariat of the Fund; and

(d) Generally perform all other functions that the Board may request.
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VI. Meetings

18. The Board shall meet at least twice every year or as frequently as necessary to enable it to
discharge its responsibilities. The meetings of the Board shall take place in the country of the seat of the
UNFCCC Secretariat, except when meeting in conjunction with sessions of the Conference of the Parties
serving as the meeting of the Parties to the Kyoto Protocol or with the sessions of subsidiary bodies under
the UNFCCC, in which case the Board meeting may take place in the country/at the venue of the relevant
UNFCCC meeting.

19. Unless the Board decides otherwise in accordance with paragraph 20, meetings shall be open to
Members, Alternates, and Observers as referred to in paragraphs 31-32. Observers shall inform the
Secretariat of the composition of their delegation four weeks prior to the first day of any scheduled
meeting.

20. The Board may declare any of its meetings, or segments thereof, closed; these shall then be open
to Members, Alternates and the representatives of the Secretariat and the Trustee. The Board may invite
any of the representatives referred to in paragraphs 31-32 to attend such meetings.

21. At each meeting, the Board shall set the date and duration for the next meeting.

22. The Secretariat shall notify all Members, Alternates and Observers of the dates and venue of the
meetings and circulate a formal invitation and provisional agenda for any meeting at least 6 weeks before
the first day of the meeting.

23. A simple majority of the Members of the Board must be present at a meeting to constitute a
guorum. Quorum shall be verified by the Chair at the beginning of the meeting and at the time of the
adoption of the decision.

24, Before the end of each meeting, the Chair shall present a draft Report of the Meeting containing
draft conclusions and decisions of the meeting for consideration and approval by the Board. The Chair
shall ascertain the existence of a quorum before adopting the draft Report of the Meeting on the
understanding that the Chair would finalize the text, taking into account the amendments proposed during
the meeting.

25. Any written records of the Board or recordings of proceedings shall be kept by the Secretariat on
behalf of the Board in accordance with paragraph 17 (c) and applicable rules and regulations. The
Secretariat shall make available to any Board Member or Alternate, at their request, copies of any records
or recordings kept by the Secretariat on behalf of the Board.

VII. Confidentiality and conflict of interest

26. Information obtained from Adaptation Fund project participants marked as proprietary and/or
confidential shall not be disclosed without the written consent of the provider of the information, except
as required by national law.

217. Members and Alternates have a duty not to disclose such confidential and/or proprietary
information, unless required by applicable national law. This duty remains an obligation after the
Member’s term expires.

28. Each member and alternate member shall take and agree to respect a written oath of service
before assuming his or her service. The oath of service witnessed by the head of the Adaptation Fund
Secretariat, or his/her authorized representative shall read as follows:

“l solemnly declare that | will perform my duties and exercise my authority as Member or
Alternate of the Adaptation Fund Board honourably, faithfully, impartially and conscientiously.
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“I further solemnly declare that, subject to my responsibilities within the Adaptation Fund, | shall
not disclose, even after the termination of my functions, any information marked confidential
coming to my knowledge by reason of my duties in the Adaptation Fund.

“I shall disclose immediately to the Chair of the Adaptation Fund any interest in any matter under
discussion before the Adaptation Fund Board which may constitute a conflict of interest or which
might be incompatible with the requirements of independence and impartiality expected of a
Member or Alternate of the Adaptation Fund and | shall refrain from participating in the work of
the Adaptation Fund in relation to such matter.”

29. At each meeting, Members and Alternates must declare any conflicts of interest they may have in
relation to any items on the agenda.

30. Members and Alternates shall be bound by the rules of procedure of the Board, and shall recuse
themselves for all related deliberations and decision-making should any personal and/or financial interest
arise in any aspect of a project activity or a body representing a project for approval to the Board.
Members and Alternates have an obligation to promptly disclose any such situation.

VIIl. Observers

31. Except where otherwise decided by the Board, meetings shall be open for attendance as
Observers to representatives of UNFCCC Parties, the UNFCCC secretariat and UNFCCC accredited
observers. Such Observers may attend without the right to vote.

32. The Secretariat shall, upon the request of the Board, notify any individual or entity, whether
national or international, governmental or non-governmental, qualified in the field related to the work of
the Fund, of any meeting so that it may be represented by an observer.

33. Observers may, upon the invitation of the Chair and if there is no objection from any of the
Members present, participate without the right to vote in the proceedings of any meeting in matters of
direct concern to the body or agency which they represent.

34. Observers may, upon invitation of the Chair and if there is no objection from the Member
present, make presentations relating to matters under consideration by the Board.

I X. Proceduresfor public communication

35. The Secretariat shall acknowledge receipt of unsolicited communications addressed to the Chair
and make them available to the Chair and the Board via email or fax. The Chair, with the support of the
Secretary of the Board, shall initiate action, including consultation with the Board, as needed, and answer
unsolicited communications on behalf of the Board, as appropriate.

36. Unsolicited communications may be taken into consideration at the Board’s next meeting if
received before the document submission deadline (four weeks prior to the meeting). Any unsolicited
communication received after this deadline would normally be considered at a subsequent meeting. At
the discretion of the Chair, a communication may be brought forward to the Board.

37. If a Member or Alternate of the Board, in that capacity, receives an unsolicited communication,
he/she shall forward it to the Secretariat, copying the sender of the unsolicited communication, for
processing as per the above. The same shall apply for submissions received by members of panels,
committees or working groups.
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X. Agenda

38. The Chair, assisted by the Secretariat, shall draft the provisional agenda for each regular meeting

. The Secretariat shall indicate the administrative and financial implications of all substantive agenda
items submitted to the meeting. The provisional agenda, together with the notice of the meeting and other
relevant documents, shall be transmitted to all those invited to the meeting in accordance with paragraphs
22 and 43 of these rules.

39. The Board shall, at the beginning of each meeting, adopt the agenda for the meeting.

40. Any item on the agenda of any meeting, consideration of which has not been completed at the
meeting, shall automatically be included in the agenda of the next meeting unless otherwise decided by
the Board.

XI. Travd

41. As soon as the Trust Fund for the Adaptation Fund is established, eligible Members and
Alternates of the Board shall have their full costs of travel and DSA, including full transit costs, at the
standard UN DSA rate, as provided under the budget of the Board and Secretariat.

42, As soon as the Trust Fund for the Adaptation Fund is established, travel for Board Members and
Alternates shall be arranged according to United Nations rules.

XIl. Transmittal of Documents

43. The Secretariat shall transmit the documentation related to items on the provisional agenda to all
those invited to the meeting at least four weeks before the first day of the meeting scheduled. In
exceptional circumstances, the Chair may instruct the Secretariat to transmit a document after the
deadline.

X1I1. Decision-making and voting
44, Decisions of the Board shall be taken by consensus whenever possible.

45, If all efforts at reaching a consensus have been exhausted and no agreement has been reached,
decisions shall be taken by a two-thirds majority of the Members present at the meeting on the basis of
one member, one vote.

46. An Alternate may cast a vote only if acting for the Member in accordance with paragraph 6.

47, The Chair shall ascertain whether consensus has been reached. The Chair shall declare that a
consensus does not exist if there is a stated objection to the proposed decision under consideration by a
Member or Alternate acting for a Member.

48. After ascertaining the existence of a quorum, the Chair shall announce the start of voting, after
which no one shall be permitted to intervene until the results of the vote have been announced, unless an
issue is raised in connection with the process of voting.

49, Voting shall be by roll-call, which shall be taken in alphabetical order of the names of the
Members, beginning with the Member whose name is drawn by lot by the Chair.

50. The name of each Member shall be called in all roll-calls, and he/she shall indicate the vote
(“yes” or “no”) or abstention.

51. Votes cast by each Member participating in a roll-call shall be recorded in the report of the
meeting.
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X1V. Termination of Board Membership

52. The Adaptation Fund Board may propose to the Conference of the Parties serving as the meeting
of the Parties to the Kyoto Protocol the termination of the membership of any Member or Alternate for
cause including, inter alia, breach of the conflict of interest provision, breach of the confidentiality
provisions, or failure to attend two consecutive meetings of the Board without proper justification.

53. The Adaptation Fund shall recommend to the Conference of the Parties serving as the meeting of
the Parties to the Kyoto Protocol the termination of the membership of a Member or an Alternate only
after the Member or Alternate has been given the opportunity of a hearing by the Board in a meeting.

54. Any motion calling for the termination of the membership of a Member or Alternate shall be
decided in accordance with the voting rules in section XIIl. When the motion concerns the termination of
the Chair, the Vice-Chair shall act as Chair until the voting has been conducted and its result announced.

XV. Committeesand Working Groups

55. The Board may establish committees, panels and working groups, if required, to provide, inter
alia, expert advice, to assist the Adaptation Fund Board in the performance of its functions.

XVI. Intersessional decisions

56. Decisions without meeting may occur on an extraordinary basis when, in the judgment of the
Chair and Vice-Chair, a decision must be taken by the Board that should not be postponed until the next
meeting of the Board. The Secretariat, with the approval of the Chair, shall transmit to each Member and
Alternate a proposed decision with an invitation to approve the decision on a no-objection basis.

57. Each Member’s comments on the proposed decision shall be sent to the Secretariat during such
period as the Secretariat may prescribe, provided that such period is no less than two weeks.

58. At the expiration of the period prescribed for comments, the decision shall be approved unless
there is an objection. If a proposed decision has financial implications, approval of the decision will
require replies from at least two-thirds of the Members. If there is an objection raised by any Member to
any proposed decision that cannot be resolved, the Chair shall include consideration of the proposed
decision as an item in the agenda for the next meeting.

59. The Secretariat shall inform Member and Alternates about the decision and post all intersessional
decisions on the Adaptation Fund website.

XVII. Languages

60. The working language for the Board shall be English. Simultaneous interpretation shall be
provided during the meeting in all of the UN official languages that correspond to the actual language
requirements of the Members and Alternates present at that meeting.

61. Late meetings, committees and working groups will be held in English when interpretation is not
available.

62. Documents for the meetings will be provided in English only.

63. The full text of all reports including decisions taken by the Board shall be made publicly

available via the Adaptation Fund website in all the six official languages of the United Nations.
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XVIII. Amendmentsto Rules of Procedure

64. These rules of procedure may be amended according to paragraphs 44-51 above and, to be

effective, must be formally approved by the Conference of the Parties serving as the meeting of the
Parties to the Kyoto Protocol.

X1X. Overriding authority of the Kyoto Protocol

In the event of any conflict between any provisions of these rules and any provisions of the Kyoto
Protocol, the Kyoto Protocol shall prevail.
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Annexe |l

Projet d’instrument juridique applicable au secr éariat
du Fonds pour |'adaptation

I ntroduction

1. L’article 12 du Protocole de Kyoto a la Convention-cadre des Nations Unies sur les changements
climatiques (CCNUCC) établit le Mécanisme pour un développement propre et dispose que la réunion
des Parties «veille a ce qu’une part des fonds provenant d’activités certifiées soit utilisée pour couvrir les
dépenses administratives et aider les pays en développement parties qui sont particuliérement vulnérables
aux effets défavorables des changements climatiques a financer le codt de I’adaptation.». Par ailleurs, la
décision 10/CP.7 de la Conférence des Parties a la CCNUCC établit le Fonds pour I’adaptation, chargé de
«financer des projets et programmes concrets d’adaptation dans les pays en développement parties qui
sont parties au Protocole [...]».

2. La décision 1/CMP.3 de la Conférence des Parties agissant comme réunion des Parties au Protocole
de Kyoto fait du Conseil du Fonds pour I’adaptation I’entité chargée d’assurer le fonctionnement de ce
mécanisme. Le paragraphe 19 de cette décision «invite le Fonds pour I’environnement mondial a fournir
provisoirement des services de secrétariat au Conseil du Fonds pour I’adaptation».

3. On trouvera a I’annexe | le projet de mémorandum d’accord entre la Conférence des Parties
agissant comme réunion des Parties au Protocole de Kyoto et le Conseil du Fonds pour I’environnement
mondial concernant les services de secrétariat que le FEM fournira au Conseil du Fonds pour
I’adaptation.

4, La formule retenue est celle d’un mémorandum d’accord, un instrument habituellement utilisé pour
marquer un engagement ferme mais juridiqguement non contraignant entre deux ou plusieurs
organisations. Les dispositions du mémorandum deviennent applicables une fois approuvées par la
Conférence des Parties agissant comme réunion des Parties au Protocole de Kyoto et par le Conseil du
FEM. Le projet de mémorandum sera également soumis pour avis au Conseil du FEM a sa prochaine
session, en novembre 2008.

5. Il sera adopté sous sa forme définitive une fois approuvé d’un commun accord par la Conférence
des Parties agissant comme réunion des Parties au Protocole de Kyoto et par le Conseil du FEM.
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Projet

M émorandum d’accor d entre la Conférence des Parties agissant comme
réunion des Parties au Protocole de Kyoto et le Conseil du Fonds
pour I’environnement mondial: services de secrétariat al’appui

du Fonds pour |'adaptation et du Conseil
du Fonds pour |’ adaptation

Préambule

La Conférence des Parties a la Convention-cadre des Nations Unies sur les changements
climatiques (ci-aprés dénommée «la Conférence des Parties») agissant comme réunion des Parties au
Protocole de Kyoto (ci-apres dénommée «la réunion des Parties»), ayant décidé (décision 5/CMP.2)
d’établir le Fonds pour I’adaptation du Protocole de Kyoto (ci-apres dénommé «le Fonds»), ayant
également décidé (décision 1/CMP.3) que I’entité chargée d’assurer le fonctionnement du Fonds, de le
superviser et de le gérer serait le Conseil du Fonds pour I’adaptation (ci-apres dénommé «le Conseil»), et
gue le Conseil doit élaborer et adopter des dispositions juridiques et administratives provisoires pour les
services de secrétariat et I’ Administrateur, a soumettre a la réunion des Parties pour qu’elle les approuve
(décision 1/CMP. 3, par. 5j)), et ayant invité le Fonds pour I’environnement mondial (ci-aprés dénommé
«le FEM») a fournir provisoirement des services de secrétariat au Conseil,

Prenant acte de la volonté du FEM de fournir des services de secrétariat (ci-apres dénommé
«le secrétariat») au Fonds pour I’adaptation a titre provisoire;

En consultation avec le Conseil du FEM et eu égard aux éléments constitutifs pertinents de leur
structure de gouvernance définie dans leurs actes constitutifs respectifs;

La réunion des Parties et le Conseil du FEM sont convenus de ce qui suit conformément a la
recommandation du Conseil du Fonds pour I’adaptation:

1.  Objet

Le présent Mémorandum d’accord a pour objet d’arréter les modalités régissant les relations entre
la réunion des Parties et le Conseil du FEM et de donner suite aux dispositions de I’article 12 du
Protocole de Kyoto et de la décision 1/CMP.3 en ce qui concerne les services de secrétariat a I’appui du
Conseil du Fonds pour I’adaptation.
[1l.  Services de secrétariat

Le secrétariat:

1. Constitue une équipe spécialement chargée de fournir des services de secrétariat au Conseil
du Fonds pour I’adaptation de maniére indépendante et efficace;

2. Administre les opérations courantes du Fonds pour I’adaptation et rend compte au Conseil du
Fonds pour I’adaptation;

3. Aide le Conseil a élaborer les stratégies, politiques et modalités applicables au Fonds pour
I’adaptation;

4, Veille a I’application rapide des décisions du Conseil;
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5. Assure la liaison entre le Conseil, d’une part, et les Parties et les institutions et
établissements d’exécution, d’autre part, aux fins du bon déroulement des opérations courantes du Fonds;

6. Prend les dispositions nécessaires a la tenue des réunions du Conseil, dont I’envoi des
invitations et la préparation des documents de séance et des rapports de réunions, et met un secrétaire de
séance a la disposition du Conseil;

7. Elabore le programme de travail et le budget administratif annuel du Fonds pour I’adaptation
et les soumet au Conseil pour approbation;

8. Veille a la mise en ceuvre des politiques et modalités opérationnelles du Fonds pour
I’adaptation adoptées par le Conseil, en définissant notamment un cycle de projets fondé sur des criteres
définis par le Conseil;

9. Rend opérationnel le cycle des projets; a cette fin, le secrétariat:

. Soumet les projets a un examen et un contrdle initial pour s’assurer gu’ils cadrent avec
les modalités approuvées par le Conseil;

. Soumet les projets au Conseil pour approbation;
. Suit la progression des projets;
. Rend périodiquement compte au Conseil de la performance du portefeuille;

10.  Coordonne I’élaboration des projets et en supervise la mise en ceuvre, assurant au besoin la
liaison avec d’autres entités;

11. Le cas échéant, assure la liaison avec les secrétariats des autres organismes internationaux
compétents;

12.  Fournit a I’Administrateur toute information nécessaire a I’exercice de ses fonctions, dans le
respect de la décision 1/CMP.3 et des décisions du Conseil;

13.  Fournit des services visant a garantir et a faciliter la communication avec les Parties;

14.  Remplit toute autre fonction que pourrait lui assigner le Conseil.

Le responsable du secrétariat rend compte au Conseil du Fonds pour I’adaptation.
IV.  Modifications

Toute modification au présent Mémorandum est approuvée d’un commun accord par la réunion des
Parties et le Conseil du FEM. Le Conseil peut recommander a la réunion des Parties d’approuver toute
modification du présent Mémorandum d’accord.
V.  Interprétation

En cas de différend touchant a I’interprétation du présent Mémorandum, le Conseil du FEM et la

réunion des Parties ou, selon le cas, le Conseil du Fonds pour I’adaptation, se concertent pour arréter une
solution d’un commun accord.
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VI.  Entréeenvigueur

Le présent Mémorandum d’accord entre en vigueur une fois approuvé par la réunion des Parties au
Protocole de Kyoto et par le Conseil du FEM. Une Partie peut a tout moment dénoncer le Mémorandum
d’accord par voie de notification adressée a I’autre Partie. La dénonciation prend effet a I’expiration d’un
délai de six mois a compter de la date de notification.

VII. Réexamen

Le paragraphe 32 de la décision 1/CMP.3 dispose que les mécanismes institutionnels provisoires
seront réexaminés au terme d’une période de trois ans, a I’occasion de la sixiéme session de la réunion
des Parties. Cette décision s’applique au présent Mémorandum d’accord qui pourra étre modifié a I’issue
de cet exercice conformément a toute décision arrétée d’un commun accord par la réunion des Parties et
le Conseil du FEM.
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Annexe Il

Projet d'instrument juridique entrela Conférence des Parties
agissant comme r éunion des Parties au Protocole de Kyoto et
la Banque inter nationale pour lareconstruction et le
développement (Banque mondiale) concer nant les
services qui doivent étrefournis par
I’ Administrateur du Fonds
pour |’adaptation

1. La Conférence des Parties agissant comme réunion des Parties au Protocole de Kyoto, au
paragraphe 31 de sa décision 1/CMP.3, invite le Conseil du Fonds pour I’adaptation a élaborer et a lui
soumettre pour adoption I’instrument juridique nécessaire a arréter d’un commun accord avec

I’ Administrateur fournissant des services au Fonds pour I’adaptation.

2. Pour donner suite a cette décision, le projet de clauses applicables aux services a fournir par la
Banque internationale pour la reconstruction et le développement (la Banque mondiale) en qualité
d’administrateur provisoire du Fonds pour I’adaptation (la Banque mondiale es qualités, I’ Administrateur)
(les Clauses), faisant I’objet de I’annexe 1, est présenté au Conseil du Fonds pour I’adaptation pour
examen.

3. Il est recommandé que, en application des dispositions du paragraphe 31 de la décision 1/CMP.3,
le Conseil du Fonds pour I’adaptation i) approuve le projet de Clauses; ii) recommande a la CMP a sa
guatriéme session de conclure I’instrument juridigue entre la CMP et la Banque mondiale en approuvant
et en acceptant les Clauses, sous réserve de I’approbation et de I’acceptation desdites Clauses par la
Banque mondiale; et iii) invite la Banque mondiale a prendre toute disposition nécessaire pour accepter
I’invitation a faire office d’ Administrateur, notamment en demandant aux Administrateurs de la Banque
mondiale d’approuver les Clauses, aprés approbation et acceptation desdites Clauses par la CMP.
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[ENGLISH ONLY]

DRAFT TERMSAND CONDITIONS OF SERVICESTO BE PROVIDED BY THE
INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT ASTRUSTEE
FOR THE ADAPTATION FUND

RECITALS

(A) A clean development mechanism (the CDM) was established under Article 12 of the Kyoto
Protocol to the United Nations Framework Convention on Climate Change (the Convention) (the Kyoto
Protocol)

(B) The Conference of the Parties to the Convention decided in its decision 10/CP.7 that an adaptation
fund (the Adaptation Fund) shall be established to finance concrete adaptation projects and programmes
in developing country Parties that are Parties to the Kyoto Protocol, as well as activities identified in
paragraph 8 of decision 5/CP.7.

(C) The decision was further endorsed by the Conference of the Parties serving as the meeting of the
Parties to the Kyoto Protocol through its decision 28/CMP.1.

(D) Indecision 1/CMP.3, the Conference of the Parties serving as the meeting of the Parties to the
Kyoto Protocol decided that the Adaptation Fund shall finance concrete adaptation projects and
programmes that are country driven and are based on the needs, views and priorities of eligible Parties,
and that the Adaptation Fund Board shall be established as the operating entity of the Adaptation Fund.

(E) The Conference of the Parties serving as the meeting of the Parties to the Kyoto Protocol, in its
decision 1/CMP.3, invited the International Bank for Reconstruction and Development (the World Bank)
to serve as the trustee for the Adaptation Fund (the World Bank in such capacity, the Trustee) on an
interim basis, and requested the Adaptation Fund Board to present the necessary legal arrangements to be
concluded between the Conference of the Parties serving as the meeting of the Parties to the Kyoto
Protocol and the Trustee, for adoption by the Conference of the Parties serving as the meeting of the
Parties to the Kyoto Protocol at its fourth session.

(F) The Conference of the Parties serving as the meeting of the Parties to the Kyoto Protocol and the
World Bank wish to conclude the legal arrangements necessary for the World Bank to serve as Trustee on
an interim basis by way of adopting and accepting the terms and conditions of services to be provided by
the Trustee on an interim basis (the Terms and Conditions) in the manner set forth below.
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TERMSAND CONDITIONS
Role and Responsibilities of the Trustee

1. The World Bank shall act as the Trustee on an interim basis in accordance with the Terms and
Conditions set forth herein.

2. The Trustee shall comply with the principles and modalities for operations stipulated in the
relevant decisions of the Conference of the Parties serving as the meeting of the Parties to the Kyoto
Protocol and decisions of the Adaptation Fund Board. The Trustee shall be closely consulted in the
development of decisions taken by the Conference of the Parties serving as the meeting of the Parties to
the Kyoto Protocol or the Adaptation Fund Board after the effective date of the Terms and Conditions
relating in any way to the functions of the Trustee performed or to be performed, and the Terms and
Conditions stipulated below shall be applicable. The Trustee shall perform its functions under the Terms
and Conditions in accordance with the applicable provisions of the World Bank’s Articles of Agreement,
by-laws, policies and procedures.

3. The Conference of the Parties serving as the meeting of the Parties to the Kyoto Protocol hereby
(i) confirms its designation, under its decision 1/CMP.3, of the Adaptation Fund Board as its designee and
delegatee in respect of the Adaptation Fund, acting under the authority and guidance of the Conference of
the Parties serving as the meeting of the Parties to the Kyoto Protocol, and (ii) imbues the Adaptation
Fund Board with the capacity, power and authority to render decisions and provide instructions,
directions and guidance to the Trustee hereunder and to cause to be effectuated the sale of certified
emission reductions (CERS) collected as the share of proceeds for the Adaptation Fund pursuant to
paragraphs 24, 25, 26, 27 and 28 below.

4. The Trustee, in the performance of its functions under the Terms and Conditions, shall be
accountable to the Adaptation Fund Board.

5. Without prejudice to any other provisions of the Terms and Conditions, the Trustee shall, in
performing its functions under the Terms and Conditions, act upon decisions, instructions, directions or
guidance of the Conference of the Parties serving as the meeting of the Parties to the Kyoto Protocol or
the Adaptation Fund Board (or such other person designated in writing by the Adaptation Fund Board for
that purpose (Authorized Designee)), only if such decisions, instructions, directions or guidance are
provided to the Trustee in writing. The Trustee shall not be responsible for inquiring or investigating if
any decisions, instructions, directions or guidance of the Adaptation Fund Board or, as the case may be,
any Authorized Designees, do not contravene an existing decision or act of the Conference of the Parties
serving as the meeting of the Parties to the Kyoto Protocol, and shall have no liability for relying in good
faith on any written decision, instruction, direction or guidance of the Conference of the Parties serving as
the meeting of the Parties to the Kyoto Protocol, Adaptation Fund Board or any Authorized Designees,
without further inquiry or investigation on its part or otherwise for any actions taken, or omitted to be
taken, in good faith.

6. The Conference of the Parties serving as the meeting of the Parties to the Kyoto Protocol
acknowledges that the Trustee may disclose information obtained by it in connection with its functions
under the Terms and Conditions, if such disclosure is required, or otherwise necessary in carrying out the
services and activities set out herein, in accordance with the World Bank's policies and procedures.

7. The Trustee shall establish a trust fund for the Adaptation Fund (the Trust Fund), and shall hold
in trust, as a legal owner, and administer the funds, assets and receipts, which constitute the Trust Fund,
on behalf of the Adaptation Fund supervised and managed by the Adaptation Fund Board.
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8. For the purpose of the monetization of CERs for the Adaptation Fund, the Trustee, in its capacity
as agent of the Conference of the Parties serving as the meeting of the Parties to the Kyoto Protocol, is
hereby authorized by the Conference of the Parties serving as the meeting of the Parties to the Kyoto
Protocol to administer sales of CERs under the instructions, direction and guidance of the Adaptation
Fund Board consistent with its responsibility for the monetization of CERs, pursuant to paragraphs 24,
25, 26, 27 and 28 below.

9. The Trustee shall be responsible only for performing those duties and responsibilities specifically
and expressly set forth in the Terms and Conditions and shall not be subject to any other duties or
responsibilities (express or implied), including, without limitation, any duties or obligations that might
otherwise apply to a fiduciary or trustee under general principles of equity, trust or fiduciary obligations
and/or any other legal or equitable principles. To the extent that sales of CERs are conducted by the
Trustee pursuant to paragraphs 24, 25, 26, 27 and 28 below, the Trustee shall not be responsible for the
legality, validity or enforceability of any such sales of CERs, the value obtained from such sales of CERs
(including any reduction in the value of the CERs from the time they are credited to the CDM Account
(as defined in paragraph 24 below) to the time such sales are consummated) or any expenses or liabilities
incurred in connection with such sales.

10. The Trustee shall not be liable for any failure to carry out its obligations under the Terms and
Conditions where such failure is a result of a Force Majeure Event, and, for so long as such circumstances
continue, shall be relieved of its obligations under the Terms and Conditions which it has been prevented
from fulfilling as a result of that Force Majeure Event without liability; provided that the Trustee shall,
notwithstanding that it is relieved from its obligations hereunder, take all reasonable and practical steps to
minimize any loss and/or disruption resulting from any such Force Majeure Event. For the purpose of
this paragraph, “Force Majeure Event” means any event beyond the reasonable control of the person
affected including, without limitation, labor dispute, act of God, war, act or circumstance of terrorism,
riot, civil commotion, malicious damage, accident, breakdown of essential computer software, hardware
or system failure, fire, flood and/or storm and other unforeseen circumstances materially and adversely
effecting the performance of the functions of the Trustee under the Terms and Conditions.

11. The Conference of the Parties serving as the meeting of the Parties to the Kyoto Protocol
acknowledges that the World Bank shall have the right to engage in any of the types of activities
described in the Terms and Conditions for its own account or for the account of clients other than the
Adaptation Fund whether acting as trustee, adviser or in any other capacity vis-a-vis such clients. The
Conference of the Parties serving as the meeting of the Parties to the Kyoto Protocol agrees that the
World Bank, in carrying out such activities for its own account or for the account of others, may decide to
adopt approaches and courses of actions, which differ from the approaches and courses of action that the
Trustee decides to take in performing the services for the Adaptation Fund described in the Terms and
Conditions. In engaging in such activities for its own account or for the account of others, the World
Bank will put in place measures designed to avoid or mitigate conflicts of interest arising from its
functions under the Terms and Conditions relating to the sale of CERs for the Adaptation Fund.

12. If a decision by the Conference of the Parties serving as the meeting of the Parties to the Kyoto
Protocol or the Adaptation Fund Board after the effective date of the Terms and Conditions relates in any
way to the functions of the Trustee performed or to be performed under the Terms and Conditions, such
decision shall be developed in close consultation with the Trustee. Absent such consultation with and the
agreement of the Trustee, the Trustee shall not be bound by any decision of the Conference of the Parties
serving as the meeting of the Parties to the Kyoto Protocol or the Adaptation Fund Board, to the extent
that such decision relates in any way to the functions of the Trustee performed or to be performed under
the Terms and Conditions.
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13. The Conference of the Parties serving as the meeting of the Parties to the Kyoto Protocol agrees
that the Trustee shall be fully indemnified, out of the assets held for the Adaptation Fund, including the
Trust Fund resources, for any liabilities, claims, losses, costs and expenses, including attorneys’ fees and
expenses, incurred by the Trustee in connection with or in any way arising out of its activities as Trustee,
including but not limited to any activities of the Trustee in connection with the sale or the facilitation of
the sale of the CERs. Such indemnity shall not include any liabilities, claims, losses, costs or expenses
incurred by the Trustee as a direct result of its own gross negligence or willful misconduct.

14. The privileges and immunities accorded to the World Bank shall apply to the property, assets,
archives, operations and transactions of the Trust Fund. Nothing in the Terms and Conditions shall be
considered a waiver of any privileges or immunities of the World Bank under its Articles of Agreement or
any applicable law, all of which are expressly reserved.

15. The Conference of the Parties serving as the meeting of the Parties to the Kyoto Protocol agrees
that the Trustee shall be reimbursed annually from the assets held for the Adaptation Fund, including the
Trust Fund resources, the fees, costs and expenses incurred by it in connection with performing its
functions under the Terms and Conditions, including, without limitation, the costs and expenses incurred
in connection with the establishment and administration of the Trust Fund, the sales of CERs, and any and
all services provided hereunder, including attorneys’ fees and expenses and external auditors’ costs, costs
of insurance policies and relevant service providers’ fees. For this purpose, the Trustee shall submit to
the Adaptation Fund Board a proposal for mutual agreement for the services and activities to be provided
by the Trustee and estimated fees, costs and expenses to carry out such services and activities for the
initial and/or upcoming fiscal year, as applicable. Upon approval by the Adaptation Fund Board of such
proposal, the Trustee shall deduct and transfer the amount of the estimated fees, costs and expenses to its
own account from the Trust Fund resources or such other assets held for the Adaptation Fund; provided
that the amount of the fees, costs and expenses transferred shall be subject to an end of year adjustment
based on actual costs and expenses incurred.

16. In order to enable the Trustee to carry out its functions enumerated in the Terms and Conditions,
the Trustee shall be entitled to attend any meetings of the Adaptation Fund Board, and, as an observer,
any meetings of the Conference of the Parties serving as the meeting of the Parties to the Kyoto Protocol,
which may concern operations and activities of the Adaptation Fund. Further, the Conference of the
Parties serving as the meeting of the Parties to the Kyoto Protocol hereby requests the secretariat
servicing the Adaptation Fund Board and the Adaptation Fund in accordance with decision 1/CMP.3 and
the secretariat of the Convention (the UNFCCC Secretariat) to cooperate fully with the Trustee.

Administration of the Trust Fund

17. The Trustee shall receive and hold in the Trust Fund any proceeds from sales of the CERs
conducted pursuant to paragraphs 24, 25, 26, 27 and 28 below. If requested by the Adaptation Fund
Board, the Trustee may accept, on terms mutually agreed between the Trustee and the Adaptation Fund
Board, contributions from donors to support the operations of the Adaptation Fund. For the avoidance of
doubt, no CERs shall be held in the Trust Fund.

18. Subject to paragraphs 2 and 12 above, the Trustee shall administer the funds, assets and receipts
of the Trust Fund only for the purpose of, and in accordance with, the Terms and Conditions and the
relevant decisions of the Conference of the Parties serving as the meeting of the Parties to the Kyoto
Protocol and the Adaptation Fund Board.

19. In accordance with paragraph 21 of decision 1/CMP.3, and in conformity with the administrative
and investment arrangements of the Trustee, the Trustee shall hold the funds, assets and receipts that
constitute the Trust Fund separate and apart from the funds of the World Bank. The Trustee shall
establish and maintain separate records and accounts to identify the resources of the Trust Fund, the
commitments financed out of the Trust Fund, and the receipts and transfers of funds in the Trust Fund.
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20. The Trustee shall invest the funds held in the Trust Fund, pending their transfer under paragraphs
15 and 22, in accordance with the Trustee’s policies and procedures for the investment of trust funds
administered by the World Bank, including commingling of the resources of the Trust Fund for
administrative and investment purposes with other trust fund assets maintained by the World Bank. The
commingling of Trust Fund resources for administrative and investment purposes should not affect the
amount of resources from proceeds of CER monetization available in the Trust Fund for transfer of funds
for Adaptation Fund operations, activities, projects and programs. The Trustee shall credit all income
from such investment to the Trust Fund to be used for the same purposes as other funds held in the Trust
Fund. The Conference of the Parties serving as the meeting of the Parties to the Kyoto Protocol
acknowledges that no warranty is given by the Trustee as to the performance or profitability of the
investment of the funds held in the Trust Fund.

21. The funds held in the Trust Fund may be freely exchanged by the Trustee into other currencies as
may facilitate their administration and transfer.

22. The Trustee shall, subject to the availability of resources held in the Trust Fund, record
commitments and make transfers of funds from the Trust Fund in the manner agreed between the Trustee
and the Adaptation Fund Board, and only at, and in accordance with the written direction provided to the
Trustee by the Adaptation Fund Board or any Authorized Designee. Upon the transfer of funds, the
Trustee shall not have any responsibility for the use of the Trust Fund funds transferred and activities
carried out therewith, including but not limited to any responsibility with respect to supervising,
monitoring, reporting on or verifying activities carried out with the Trust Fund funds transferred by the
Trustee herein.

23. The Trustee shall prepare and furnish the Adaptation Fund Board with financial reports of the
Trust Fund annually (or at such other frequency as the Trustee and the Adaptation Fund Board may
agree), and cause records and accounts of the Trust Fund to be audited by its external auditors annually
(or at such other frequency as the Trustee and the Adaptation Fund Board may agree), in accordance with
the policies and procedures of the Trustee. Further, the Trustee shall prepare and furnish the Adaptation
Fund Board with reports on sales of the CERs for the Adaptation Fund and status of commitments and
transfers of Trust Fund funds annually (or at such other frequency as the Trustee and the Adaptation Fund
Board may agree).

Salesof CERs

24, The Conference of the Parties serving as the meeting of the Parties to the Kyoto Protocol hereby
authorizes the sale of the CERs from the account established and maintained at the CDM registry for the
Adaptation Fund to hold and transfer CERs collected as the share of proceeds to assist in meeting costs of
adaptation in accordance with Article 12, paragraph 8 of the Kyoto Protocol (the CDM Account) in the
manner set forth hereunder.

25. The sale of CERs from the CDM Account shall be administered under the instructions, direction
and guidance of the Adaptation Fund Board consistent with its responsibility to supervise and manage the
Adaptation Fund and for the monetization of the CERs.

26. Pursuant to the authority provided under paragraph 3 above, the Adaptation Fund Board may
cause to be entered into any and all contracts necessary for the sale of the CERs from the CDM Account
by granting to the Trustee any necessary power of attorney on behalf of the Conference of the Parties
serving as the meeting of the Parties to the Kyoto Protocol, so that the Trustee may execute contracts of
sale with the relevant third party CER purchasers and such other contracts necessary in connection with
the sale or the facilitation of the sale of the CERsS, at the direction of the Adaptation Fund Board pursuant
to paragraph 28 below.
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217. Pursuant to the authority provided under paragraph 8 above, and in furtherance of paragraphs 24,
25 and 26 above, the Trustee may, at the direction of the Adaptation Fund Board pursuant to paragraph 28
below, (i) cause the transfer of title to the CERs to the relevant third party purchasers upon receipt of
payment in respect of the same, (ii) enter into arrangements with the CDM registry administrator to
effectuate such transfers of the CERs, (iii) engage with relevant service providers for the purposes of
execution, clearance, settlement and such other logistic matters in connection with the sale or the
facilitation of the sale of the CERs, and (iv) take such other actions as are necessary to effectuate sales of
the CERs for the benefit of the Adaptation Fund.

28. Sales of the CERs and transfers of title in respect of the same pursuant to paragraphs 24, 25, 26
and 27 above shall be effected by the Trustee only in accordance with the guidelines agreed in writing
between the Trustee and the Adaptation Fund Board.

Dispute Resolution; Notices

29. The Conference of the Parties serving as the meeting of the Parties to the Kyoto Protocol and the
Trustee shall, to the extent possible, strive to resolve promptly and amicably questions of interpretation
and application of the Terms and Conditions and settle any disputes, controversy, or claim arising out of
or relating to the Terms and Conditions.

30. Any dispute, controversy, or claim arising out of or relating to the Terms and Conditions, which
has not been settled by agreement of the Conference of the Parties serving as the meeting of the Parties to
the Kyoto Protocol and the Trustee, shall be submitted to arbitration in accordance with the Arbitration
Rules of the United Nations Commission on International Trade Law (UNCITRAL) in force on the
effective date of the Terms and Conditions, and the following provisions: (a) the appointing authority
shall be the Secretary-General of the Permanent Court of Arbitration; and (b) the language of the arbitral
proceedings shall be English.

31. Any arbitral award under paragraph 30 above shall be final and binding upon the Conference of
the Parties serving as the meeting of the Parties to the Kyoto Protocol and the Trustee. The provisions set
forth in paragraphs 29 and 30 above shall be in lieu of any other procedure for the settlement of disputes
between the Conference of the Parties serving as the meeting of the Parties to the Kyoto Protocol and the
Trustee.

32. Any notice or request required or permitted to be given or made under the Terms and Conditions
and any other agreement between any of the parties contemplated by the Terms and Conditions shall be in
writing. Such notice or request shall be deemed to have been duly given or made when it shall be
delivered by hand or by mail, facsimile or, if so designated by the parties, other electronic means, to the
World Bank or the UNFCCC Secretariat, in case of the Conference of Parties serving as the meeting of
the Parties to the Kyoto Protocol, to which it is required or permitted to be given or made at such party’s
address designated by notice to the World Bank or the UNFCCC Secretariat, in case of the Conference of
Parties serving as the meeting of the Parties to the Kyoto Protocol, giving such notice or making such
request. Deliveries made by facsimile or other electronic transmission shall also be confirmed by mail.

Amendment and Termination

33. Any amendment to the Terms and Conditions shall become effective only upon approval and
acceptance by the Conference of the Parties serving as the meeting of the Parties to the Kyoto Protocol
and the World Bank.

34. The Trustee’s role as trustee servicing the Adaptation Fund under the Terms and Conditions shall
be automatically terminated three months after the sixth session of the Conference of the Parties serving
as the meeting of the Parties to the Kyoto Protocol, unless the Conference of the Parties serving as the
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meeting of the Parties to the Kyoto Protocol and the Trustee affirmatively agree in writing to extend the
term of Trustee’s services under the Terms and Conditions beyond such date.

35. Notwithstanding paragraph 34 above, the Conference of the Parties serving as the meeting of the
Parties to the Kyoto Protocol may at any time terminate the appointment of the Trustee as trustee
servicing the Adaptation Fund under the Terms and Conditions. The Trustee’s role as trustee servicing
the Adaptation Fund shall be terminated three months after receipt by the Trustee of the notice in writing
of the termination of the appointment of the Trustee.

36. Notwithstanding paragraph 34 above, the Trustee may at any time terminate its role as trustee
servicing the Adaptation Fund, after giving the Conference of the Parties serving as the meeting of the
Parties to the Kyoto Protocol a notice in writing no less than three months prior to any session of the
Conference of the Parties serving as the meeting of the Parties to the Kyoto Protocol. The Trustee’s role
as trustee servicing the Adaptation Fund shall be terminated immediately after the session of the
Conference of the Parties serving as the meeting of the Parties to the Kyoto Protocol immediately
following notice by the Trustee. In the event that no session of the Conference of the Parties serving as
the meeting of the Parties to the Kyoto Protocol is held within twelve months after the notice by the
Trustee, however, the Trustee’s role shall be terminated twelve months after the notice by the Trustee.

37. Following termination of the Trustee’s role as trustee servicing the Adaptation Fund pursuant to
paragraphs 34, 35 or 36 above, the Trustee shall carry on no business for the Adaptation Fund except for
the purpose of winding up its affairs. The Trustee shall take all necessary action for winding up its affairs
in an expeditious manner, and for meeting the commitments already made by the Trustee and the transfer
of any remaining funds, assets and receipts in the Trust Fund, as directed by the Adaptation Fund Board.
The Conference of the Parties serving as the meeting of the Parties to the Kyoto Protocol hereby
mandates that in such circumstances the Adaptation Fund Board shall provide such direction to the
Trustee without undue delay. All of the powers and rights of the Trustee under the Terms and
Conditions, including the right to be reimbursed for the fees, costs and expenses incurred under paragraph
15 above, shall continue until the affairs of the Trustee shall have been wound up.

Effectiveness

38. The Terms and Conditions shall become effective and constitute agreement between the
Conference of the Parties serving as the meeting of the Parties to the Kyoto Protocol and the World Bank,
upon decisions by the Conference of the Parties serving as the meeting of the Parties to the Kyoto
Protocol and the World Bank adopting and accepting the Terms and Conditions.
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Annexe IV
[ENGLISH ONLY]
Draft Strategic Priorities, Policiesand Guidelines
of the Adaptation Fund
BACKGROUND

1. The Conference of the Parties to the United Nations Framework Convention on Climate Change
(UNFCCC) decided in its decision 10/CP.7 that an adaptation fund (the Adaptation Fund) shall be
established to finance concrete adaptation projects and programmes in developing country Parties that are
Parties to the Kyoto Protocol to the Convention (the Kyoto Protocol), as well as activities identified
decision 5/CP.7, paragraph 8. The decision was further endorsed by the Conference of the Parties serving
as the meeting of the Parties to the Kyoto Protocol (CMP) through its decision 28/CMP.1.

2. Indecision 5/CMP.2, Parties agreed on guiding principles and modalities. Parties further agreed in
decision 1/CMP.3, that the Adaptation Fund Board shall be established as the operating entity of the
Adaptation Fund.

3. This document sets out the strategic priorities, policies and guidelines for the Adaptation Fund,
developed by the Adaptation Fund Board as requested by Parties in decision 1/CMP.3, paragraph 5 (a).

4. The strategic priorities, policies and guidelines set out in this document form the basis, upon which
the operational policies and guidelines shall be developed to enable eligible Parties to access resources
from the Adaptation Fund.

STRATEGIC PRIORITIES
5. Inaccordance with decision 1/CMP.3 paragraphs 1 and 2, the Adaptation Fund shall:

@ Assist developing country Parties to the Kyoto Protocol that are particularly vulnerable to
the adverse effects of climate change in meeting the costs of adaptation; and

(b) Finance concrete adaptation projects and programmes that are country driven and are
based on the needs, views and priorities of eligible Parties.

6. Inaccordance with decision 5/CMP.2 paragraph 2 (c), projects and programmes funded under the
Adaptation Fund should also take into account, inter alia, national sustainable development strategies,
poverty reduction strategies, national communications and national adaptation programmes of action and
other relevant instruments, where they exist.

7. Indeveloping projects and programmes to be funded under the Adaptation Fund, eligible Parties
should consider the guidance provided in decision 5/CP.7, paragraph 8 and, where necessary, further
information included in reports from the Intergovernmental Panel on Climate Change and information
generated under the UNFCCC Nairobi work programme.

8. Indeveloping projects and programmes, special attention shall be given by eligible Parties to the
particular needs of the most vulnerable communities.
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STRATEGIC POLICIESAND GUIDELINES

9. The operational principles and modalities that shall guide the provision of assistance by the
Adaptation Fund to eligible Parties shall be consistent with decision 5/CMP.2, paragraphs 1 and 2.

10. Eligible Parties to receive funding from the Adaptation are understood as developing country Parties
to the Kyoto Protocol that are particularly vulnerable to the adverse effects of climate change including
low-lying and other small island countries, countries with low-lying coastal, arid and semi-arid areas or
areas liable to floods, drought and desertification, and developing countries with fragile mountainous
ecosystems.

11. Eligible Parties can submit project proposals directly to the Adaptation Fund Board and implementing
or executing entities chosen by governments that are able to implement the projects funded under the
Adaptation Fund can approach the Adaptation Fund Board directly.

12. Funding for projects and programmes will be on a full adaptation cost basis to address the adverse
effects of climate change.

13. Funding for projects and programmes will be available for projects and programmes at national,
regional and community levels.

14. Short and efficient project development and approval cycles and expedited processing of eligible
activities shall be developed.

15. In assessing project and programme proposals, the Adaptation Fund Board shall give particular
attention to:

@) Consistence with national sustainable development strategies, including, where
appropriate, national development plans, poverty reduction strategies, national
communications and national adaptation programmes of action and other relevant
instruments, where they exist;

(b) Economic, social and environmental benefits from the projects;

(c) Meet national technical standards, where applicable

(d) Cost effectiveness of projects and programmes;

(e) Arrangements for management, including for financial and risk management;
(f Arrangements for monitoring and evaluation and impact assessment;

(9) Duplication with other funding sources for adaptation for the same project activity should
be avoided; and

(h) Moving towards a Programmatic Approach in adaptation is desirable.

16. The decision for the allocation of resources of the Adaptation Fund among eligible Parties shall take
into account:

@) Level of vulnerability;
(b) Level of urgency and risks of delay;
(c) Ensuring access to the fund in a balanced and equitable manner;

(d) Lessons learned in project and programme design and implementation to be captured:;
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(e) Securing regional co-benefits to the extent possible, where applicable;
)] Maximizing multi-sectoral or cross-sectoral benefits; and
(9) Capacity to adapt to the adverse effects of climate change.

17. The Adaptation Fund Board may wish to review elements of this strategic priority based on lessons
learned.

18. The above strategic policies and guidelines will be further elaborated in the paper on “Provisional
operational policies and guidelines for Parties to access resources from the Adaptation Fund”.
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Annexe V
[ENGLISH ONLY]

Reimbursements of Fundsto Partiesfor Their Contributions
Pursuant to Paragraph 27 of Decision /CMP.3

1. The Conference of Parties serving as the meeting of the Parties to the Kyoto Protocol (CMP), in
paragraph 27 of Decision 1/CMP.3, (i) invited Parties to finance the administrative expenses for operating
the Adaptation Fund (the AF) in an interim phase, until the monetization of the share of proceeds of
certified emission reductions (CERs) to meet the costs of adaptation is operational, by making
contributions for the AF, and (ii) decided that such contributions shall be reimbursed, if requested, from
the monetization of the share of proceeds of CERs, in accordance with procedures and a timetable to be
determined by the CMP upon the recommendation of the AF Board.

2. As of 17 November 2008, the governments of Australia, Finland, Norway, Switzerland and the
United Kingdom have paid in contributions in the total amount of USD 1,717,357 and additionally,
Denmark, France, Japan Sweden and UNEP have pledged USD 1,395,946 to cover the administrative
costs and expenses of the AF Board and the AF Secretariat in an interim phase. Among those donors,
Australia, the United Kingdom and UNEP have requested to be reimbursed for their contributions.
Details of the status of the contributions are provided in the table below.

Table: Status of Contributionsat 17 November 2008

Donor Currency | Amount US Equivalent? Reimbur sement
Fully paid

Australia AUD 200 000 191340 | a/ Yes*
Finland EUR 100 000 155340 | a/ No
Norway NOK 1 000 000 201726 | af No
Switzerland CHF 200 000 178651 | a/ No
United Kingdom GBP 500 000 990300 | af Yes*
Total fully paid 1717 357

Pledged

Denmark DKK 3000 000 504202 | b/ No
France UsD 150 000 118 750 No

Japan ushD 13093 13093 To be discussed
Sweden SEK 2 100 000 259 901

UNEP uUsD 500 000 500 000 Yes*
Total pledged 1395 946

TOTAL 3113303

! As of 17 November 2008, draft administration agreements with Denmark, France, Japan and Sweden are in the
process of being finalized.

2al represents actual United States dollars purchased after payment by the donor.
b/ represents United States dollar equivalent using exchange rates available as of 17 November 2008.
The governments of Australia and the United Kingdom and UNEP have requested that the reimbursements of their
contributions to the Adaptation Fund be contributed to a climate change fund under the UNFCCC.
The governments of Australia and the United Kingdom and UNEP have requested that the reimbursements of their
contributions to the Adaptation Fund be contributed to a climate change fund under the UNFCCC.
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3. As of 11 August 2008, 180.2 million CERSs® have been issued, and 3.6 million CERs" are held in
the AF account in the CDM registry (the AF CDM Account).” As a reference, the current price of CER
futures contracts with the December 2008 maturity is around $19 per ton. If the market for spot CERs
develops as expected, and if the spot CER price in 2009 is in line with its current futures level, it should
be possible to execute sales in line with the liquidity of the market which would provide the Adaptation
Fund with the amount needed to reimburse contributions within six months after the start of monetization.
If the liquidity on the exchanges is not sufficient, an over-the-counter spot transaction could be executed.®

4, Accordingly, it is suggested that the AF Board recommend to the CMP that the contributions
made by the Parties and requested to be reimbursed pursuant to paragraph 27 of Decision 1/CMP.3 shall,
be reimbursed as follows:

Subject to the availability of funds, as determined by the Adaptation Fund Board based on the
advice of the Trustee, the contributions shall be reimbursed to the relevant Parties within six
months of the commencement of CER monetization for the Adaptation Fund.

Should available funds not be sufficient, the Adaptation Fund Board will determine the
subsequent timeline for reimbursement.

% http://cdm.unfccc.int/Issuance/cers_iss.html, retrieved August 11, 2008.

* http://cdm.unfccc.int/Issuance/SOPByProjectsTable.html, retrieved 11 August 2008.

® See paragraph 32 of AFB/B.2/9, which provides the estimated total possible amount of CERs to be issued by the
CDM would be in the region of 2.5 billion tons to 1.5 billion tons by 2012. The estimated amount of CERs to be
allocated to the AF would therefore be around 32 million CERs, which would be spread over the 2008-2012
period.

® See paragraph 53 of AFB/B.2/9.
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Annexe VI

[ENGLISH ONLY]

Role and Responsibilities of the Adaptation Fund Board

1. The Adaptation Fund Board (the Board) is the operating entity of the Adaptation Fund; it shall be
responsible for the supervision and management of the Adaptation Fund, and shall be fully
accountable to the Conference of the Parties serving as the meeting of the Parties to the Kyoto
Protocol.

2. The Board shall act in a manner that is consistent with the functions assigned to it by the Conference
of the Parties serving as the meeting of the Parties to the Kyoto Protocol.

3. The Board shall develop strategic priorities, policies and guidelines, and recommend their adoption to
the Conference of the Parties serving as the meeting of the Parties to the Kyoto Protocol;

4. The Board shall develop and decide on specific operational polices and guidelines, including
programming guidance and administrative and financial management guidelines, in accordance with
decision 5/CMP.2, and report to the Conference of the Parties serving as the meeting of the Parties to
the Kyoto Protocol;

5. The Board shall approve the Adaptation Fund project cycle, including guidelines for the preparation
of project proposals and eligibility criteria for implementation of such projects.

6. The Board shall develop and periodically review operational criteria based on the key principles listed
in Decision 5/CMP.2 to ensure that:

@) A share of the proceeds from certified project activities is used to cover the
administrative expenses, as well as to assist developing country Parties that are
particularly vulnerable to the adverse effects of climate change to meet the costs of
adaptation;

(b) Access to the Fund is in a balanced and equitable manner for eligible countries;
(c) Transparency and openness exists in the governance of the Fund;

(d) Funding is on full adaptation cost basis of projects and programmes to address the
adverse effects of climate change;

(e) The Adaptation Fund operates under the authority and guidance of and is accountable to
the Conference of the Parties serving as the meeting of the Parties to the Kyoto Protocol,
which shall decide on its overall policies;

0) There is accountability in the management, operation, and use of funds;
(0)] There is no duplication with other sources of funding for adaptation; and

(h) There is efficiency and effectiveness in the management, operation, and governance of
the fund.

7. The Board shall develop and periodically review operational modalities for the Fund, consistent with
the following modalities, as provided in Decision 5/CMP.2:

@) Funding for eligible Parties will be available for national, regional and community level
activities;
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(b) Facilitative procedures for accessing funds, including short and efficient project
development and approval cycles and expedited processing of eligible activities;

(c) Projects should be country driven and should clearly be based on needs, views and
priorities of the eligible Parties, taking into account, inter alia, national sustainable
development strategies, poverty reduction strategies, national communications and
national adaptation programmes of action and other relevant instruments, where they
exist;

(d) Funding shall be available for concrete adaptation projects and programmes in eligible
countries;

(e) Ability to receive contributions from other sources of funding;

(f Competency in adaptation and financial management;

(0)] Sound financial management, including the use of international fiduciary standards;

(h) Clearly defined responsibilities for quality assurance, management and implementation;
(i) Independent monitoring, evaluation and financial audits; and

() Learning by doing.

8. The Board shall ensure that projects receiving assistance from the Adaptation Fund Board are
designed to achieve sustainable development objectives in accordance with applicable national
criteria.

9. The Board shall develop criteria based on principles and modalities listed in Decision 5/CMP.2 to
ensure that the executing entities have the capacity to implement the administrative and financial
management guidelines of the Adaptation Fund,;

10. The Board shall decide on projects, including the allocation of funds, in line with the Adaptation
Fund principles, criteria, modalities, policies and programmes, in accordance with decision 5/CMP.2;

11. The Board shall develop and agree on rules of procedure for the Board that are additional to those
included in Decision 1/CMP.3 and recommend them for adoption by the Conference of the Parties
serving as the meeting of the Parties to the Kyoto Protocol;

12. The Board shall monitor and review implementation of the operations of the Adaptation Fund,
including its administrative arrangements and expenditures incurred under the Adaptation Fund, and
recommend decisions, as may be appropriate, for adoption by the Conference of the Parties serving as
the meeting of the Parties to the Kyoto Protocol;

13. The Board shall establish committees, panels and working groups, if required, to provide, inter-alia,
expert advice, to assist the Adaptation Fund Board in the performance of its functions;

14. The Board shall draw upon and make use of the expertise that the Adaptation Fund Board may
require to perform its functions;

15. The Board shall regularly review performance reports on implementation and ensure independent
evaluation and auditing of activities supported by the Adaptation Fund;

16. The Board shall develop and approve the role and responsibilities of the Secretariat.
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The Board shall review and approve the administrative budget of the Secretariat and request periodic
financial and performance audits of the Secretariat and of the implementing and executing entities
with regard to activities supported by the Fund;

The Board shall develop and approve draft legal and administrative arrangements for secretariat
services and the trustee for approval by the Conference of the Parties serving as the meeting of the
Parties to the Kyoto Protocol,;

The Board shall provide guidance to the Trustee for the discharge of its role and responsibilities in
accordance with the terms and conditions set out in the legal arrangements concluded between the
Conference of the Parties serving as the meeting of the Parties to the Kyoto Protocol and the Trustee.

The Board shall be responsible for the monetization of certified emission reductions issued by the
Executive Board of the Clean Development Mechanism and forwarded to the Adaptation Fund to
assist developing country Parties that are particularly vulnerable to the adverse effects of climate
change to meet the costs of adaptation, in order to:

@) Ensure a predictable revenue flow for the Adaptation Fund;
(b) Optimize revenue for the Adaptation Fund while limiting financial risks;

(c) Be transparent and monetize the share of the proceeds in the most cost-effective manner,
utilizing appropriate expertise for this task; and

(d) Report annually to the CMP on the monetization of CERs.

The Board shall report on its activities at each session of the Conference of the Parties serving as the
meeting of the Parties to the Kyoto Protocol;

The Board shall ensure that appropriate legal agreements are in place with the Implementing Entities
and Executing Agencies, as necessary.

The Board shall include in its work plan for the period up to the fourth session of the Conference of
the Parties serving as the meeting of the Parties to the Kyoto Protocol, inter alia, those functions
identified in paragraphs 3, 4, 9, 11, 18 and 20 above in order for the Conference of the Parties serving
as the meeting of the Parties to the Kyoto Protocol to adopt or take note thereof.

The Board shall revise this document, as may be necessary, in order to reflect any new roles or
responsibilities assigned to the Board by the Conference of the Parties serving as the meeting of the
Parties to the Kyoto Protocol.

The Board shall meet pursuant to the rules of procedure of the Board, approved by the Conference of
the Parties meeting as the Parties to the Kyoto Protocol.
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Annexe VII
[ENGLISH ONLY]
Role and Responsibilities of the Adaptation Fund Secr etariat
1. Secretariat services shall be provided to the Adaptation Fund Board in order to support and
facilitate its activities.
2. Decision 1/CMP.3 invited the GEF Secretariat to provide secretariat services to the Adaptation
Fund Board on an interim basis.
3. The Secretariat shall:
@) As a dedicated team of officials, provide secretariat services to the Adaptation Fund

Board in a functionally independent and effective manner;

(b) Manage the daily operations of the Fund and report to the Adaptation Fund Board;

(c) Assist the Board in developing strategies, policies and guidelines for the Fund;

(d) Ensure timely implementation of the decisions of the Board;

(e) With respect to the day to day functioning of the Fund, act as liaison between the Board
and Parties and implementing and executing entities;

(f Make arrangements for the meetings of the Board, including issuance of invitations and
preparation of documents and reports of meetings and provide a Secretary of the Board
meeting;

(9) Develop the work programme and annual administrative budget of the Fund and submit
them for approval by the Board,;

(h) Ensure the implementation of Adaptation Fund operational policies and guidelines
developed by the Board through, inter alia, the development of a project cycle based on
criteria to be adopted by the Board,;

(i) Operationalize the project cycle by:

Q) undertaking initial review and screening of project proposals to assess
conformity with guidelines approved by the Board,
(i) presenting project proposals for Board approval,
(iii) monitoring implementation of progress, and
(iv) periodically reporting to the Board on portfolio performance;

() (Coordinate the formulation and monitor the implementation of projects, ensuring liaison
with other bodies as required;

(k) Liaise as appropriate, with the secretariats of other relevant international bodies;

() Provide the Trustee with all relevant information to enable it to carry out its

responsibilities, consistent with the decision 1/CMP.3 and the decisions of the Board;

(m) Provide services to ensure and facilitate proper communication with parties;
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(n) Perform any other functions assigned to it by the Board.

4, The head of the secretariat responsible for rendering the services shall be accountable to the
Adaptation Fund Board.
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Annexe VIII

[ENGLISH ONLY]

Summary of the Meeting of the Monetization Committee
Summary:

The Meeting of the Monetization Committee took place on 4 September 2008. The meeting was attended
by: Richard Muyungi (Chair), Anton Hilber, Merlyn VVan Voore, Brennan Van Dyke, Susan McAdams,
Jonathan Caldicott and Johannes Kiess.*

The call focused on the options to be Presented to the Adaptation Fund Board regarding monetization of
CERs. The following conclusions were reached:

1. Two Step Approach: In general, the participants agreed on Presenting a two step monetization
approach to the Adaptation Fund Board at its Third Meeting: First, the trustee would explore
arranging an over-the-counter sale with either Annex | Parties or a broader range of buyers
through dealers. This one-time event would signal that the Adaptation Fund monetization
program has been launched. Second, after this launch event, the trustee would monetize the
Adaptation Fund’s CERs according to guidelines expected to be approved by the Adaptation
Fund Board at its next meeting.

2. Transactions Costs: Further to discussion of this issue during the August 28, 2008 conference
call, the invited Trustee confirmed that a precise estimate of transactions costs would be difficult
to provide. In general, over-the-counter sales via dealers might attract higher transaction costs as
compared to sales to Annex | Parties, but would offer broader participation.

3. Scopeof initial CER monetization: The Board would need to agree whether or not to extend
the inaugural sale of AF CERs beyond Annex | Parties. Approval would also be sought on the
amount of CERs to be monetized during the initial exercise. The Trustee indicated that
monetizing the large majority of CERs in the AF account might be advisable reserving an amount
of 5-10% of CERs in the account to facilitate subsequent sales.

4. Next Steps: The invited Trustee will prepare a Presentation for the upcoming Board meeting
outlining to the Board the two-step approach discussed.

! Ermira Fida, Luis Paz Castro, Amjad Abdulla, Farrukh Khan and Alejandro Nieto were available at the time of the
teleconference, but absent due to technical and other difficulties.
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Annexe IX

[ENGLISH ONLY]

Roles and Responsibilities of |mplementing and Executing Entities
BACKGROUND

1. In accordance with Decision 1/CMP.3, paragraphs 3 and 4, the Conference of the Parties serving as
the Meeting of the Parties to the Kyoto Protocol decided that the Adaptation Fund Board would be the
operating entity of the Adaptation Fund. The Board was established to supervise and manage the
Adaptation Fund and to decide on its overall policies. In this context, this document provides
clarification of the terms implementing and executing entities, and identifies the roles and responsibilities
of these entities.

DEFINITIONS

2. Implementing Entities are organizations that are designated ex ante by the Board as eligible to
assist Parties to prepare and implement projects and programs receiving assistance from the Fund. Such
entities must have organizational structures and systems competent to adhere to Board-approved fiduciary
and other standards.

3. Executing entities are legal entities chosen by an eligible Party to prepare and implement projects
receiving assistance from the Fund. Executing Entities can access Fund resources directly or through an
Implementing Entity.

PROJECT PREPARATION AND SUBMISSION

4, Implementing and Executing Entities shall assist eligible developing country Parties that are
particularly vulnerable to the adverse effects of climate change with the identification, preparation, and
implementation of concrete adaptation projects and programs that are country driven and based on the
needs, views and priorities of eligible Parties to adapt to the adverse effects of climate change.

5. In accordance with paragraph 29 of Decision 1/CMP.3, any project and/or program proposal must
be submitted by an eligible Party, either through a legal entity identified as an Executing Entity by the
Party, or through an organization designated as an Implementing Entity by the Adaptation Fund Board,
and must meet the criteria and follow the procedures set out in the operational policies and guidelines
adopted by the Adaptation Fund Board.

6. All project and program proposals submitted to the Fund shall be endorsed by the relevant
UNFCCC national focal points.

PROJECT EXECUTION
7. Implementing and Executing Entities shall ensure quality in their operations and are responsible for
preparing and implementing projects and programs according to the principles and modalities applied to

the operations of the Adaptation Fund, as established by the Board.

8.  The Implementing and Executing Entities shall adhere to all modalities and formats required by the
Secretariat to operationalize the decisions of the Adaptation Fund Board.

9.  The Implementing and Executing Entities are responsible for the management, operation, and use
of funds for projects and programs approved by the Adaptation Fund Board.
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10. The Implementing and Executing Entities shall ensure appropriate monitoring and independent
evaluation of all activities related to projects and programs funded by the Adaptation Fund, and shall
provide the necessary financial information to enable independent financial auditing as referred to in
paragraph 12.

11. Implementing and Executing Entities shall submit to the Secretariat annual progress reports on all
Adaptation Fund financed activities approved by the Board and under their implementation.

ACCOUNTABILITY

12.  Implementing and Executing Entities will be accountable to the Adaptation Fund Board and
projects and programs under their supervision will be subject to performance management and
supervisory systems, based on fiduciary standards to be established by the Adaptation Fund Board,
including independent financial audits.

13.  If an Executing Entity works through an Implementing Entity, then the Implementing Entity is
accountable to the Board for meeting the Board-approved fiduciary and other standards.

14. If an Executing Entity accesses Fund resources directly, then the Executing Entity is directly
accountable to the Board for meeting the Board-approved fiduciary and other standards, and, therefore,
will be subject to performance management and supervisory systems to be established by the Board.*

! For example, at the Global Fund to Fight AIDS, Malaria and Tuberculosis, Local Fund Agents located in countries
or in the region, selected through a competitive bidding process, provide to the Fund a range of independent
program performance and supervisory services to monitor grant recipients. These include: (i) upstream review to
assess the potential grant recipient’s capacity to implement the grant; (ii) site visits to monitor implementation
performance and verify results; (iii) inputs for decisions regarding continuation of grant; (iv) review at grant closure;
and (v) ad-hoc assignments, including investigations related to suspected misuse of funds.



