Climare INvesTMENT Funds

SREP/SC.16/4
December 5, 2016

Meeting of the SREP Sub-Committee

Washington D.C.
Tuesday, December 6, 2016

Agenda 4

PIPELINE MANAGEMENT PoLicy FOR SCF PROGRAMS

(SREP)



PROPOSED DECISION

The SREP Sub-Committee reviewed document, SREP/SC.16/4, Pipeline Management Policy for
SCF Programs, and approves the proposal for effectively managing the pipeline under the
Scaling up Renewable Energy Program in Low Income Countries.



1. Introduction

1. Atits meetingin June 2016, the SCF Sub-Committees expressed concern over slow
progress in the implementation of investment plans, projects and related disbursements
and requested the CIF Administrative Unit to include detailed information on the reasons
for such slow progress in subsequent semi-annual operational reports.

2. The Sub-Committees encouraged the Multilateral Development Banks (MDBs) and the SCF
pilot countries to take all possible measures to expedite the implementation of projects
and the disbursement of funds. In this context, the SCF Sub-Committees requested the CIF
Administrative Unit, working with MDBs and the Trustee, to prepare a pipeline
management and cancellation policy for the SCF Programs, taking into account the nature
of the SCF projects and programs.

3. This policy paper is prepared in response to the Sub-Committee’s request and proposes a
number of measures for SCF pipeline management, and cancellation of resources. This
document will apply to all three SCF Programs in order to ensure a harmonized policy and
operational framework across SCF. Program-specific details that reflect the unique nature
and requirements of each SCF program are provided as Annexes.

2. Background and Context

4. Under the three targeted programs of the Strategic Climate Fund (SCF) — Forest Investment
Program (FIP), Pilot Program for Climate Resilience (PPCR) and Scaling-up Renewable
Energy Program in Low-Income Countries (SREP) - Investment Plans! are submitted by
governments, with the assistance of MDBs working in the country, and endorsed by the
appropriate Sub-Committee as a basis for the further development of proposals. Project
and program proposals are submitted to the CIF Sub-Committee for approval of CIF
funding at the pre-appraisal stage.

5. The Sub-Committees for FIP, PPCR and SREP have agreed on principles for the allocation of
resources to the selected pilot countries taking into account, among other things, the
pledges per targeted program. The allocation of resources to the initial round? of pilot
countries is expressed through a range with an upper and lower ceiling, recognizing that
actual funding decisions are to be made on the basis of project and program proposals.
The Sub-Committees have underscored that the quality of the proposed activities will be a
significant factor in the funding to be approved when project proposals are submitted for
approval of SCF funding.

L lnvestment Plans for FIP and SREP; Strategic Programs for Climate Resilience (SPCR) for PPCR
2 Some of the recently selected pilot countries into the SCF programs will not have guaranteed funding



6. Asinvestment plans continue to be prepared, with resource constraints, it is timely to
agree upon a strategy for actively managing the project and program pipeline in a manner
that maximizes the efficient and effective use of available resources over time.

7. In November 2011, the SCF Trust Fund Committee approved a pipeline management policy
for targeted programs under the SCF3. The document defined a strategy for actively
managing the project and program pipeline in a manner that maximizes the efficient and
effective use of available resources over time. The policy document further outlined the
approach and principles that have defined SCF pipeline management. The pipeline
management system proposed in the existing document has served as a tool in ensuring
that projects and programs submitted to the Sub-Committees for approval of SCF funding
do not exceed available resources in the Trust Fund. The tool also serves as a tracking
platform not only for pledges but also for allocation updates and pipeline related
information including analyses.

8. This updated policy paper will provide a framework for the implementation of the existing
SCF policy, and to enhance pipeline management and prioritization of the SCF portfolio.
This will contribute to the effective and efficient oversight of the SCF programs by
providing the Sub-Committee members and country teams responsible for preparing
investment frameworks, with predictability and confidence in the management of the
funds.

3. CIF Programming Cycle

9. The programming cycle of SCF programs broadly comprise the stages depicted in Figure 1
below:

Figure 1: MDB Supported CIF Programming Cycle
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3 Pipeline Management of the Targeted Programs under the Strategic Climate Fund.



https://www-cif.climateinvestmentfunds.org/sites/default/files/meeting-documents/scf_4_pipeline_management_november_0.pdf

10. The proposed procedures for pipeline management targets the periods between:

e Country acceptance into the CIF and endorsement of an Investment Plan (Stages 2
to 4);

e |P endorsement and funding approval (Stages 4 to 5); and

e Funding approval by the Sub-Committee and MDB Board Approval (Stages 5 to 6).

11. Following MDB Board Approval of a project, the MDB’s own cancellation policies will be
applied during project implementation. Changes to the investment plan deemed to be
strategic by the country or MDBs should be presented to the SCF Sub-Committees for
review and endorsement in line with the procedures outlined in the document Pipeline
Management of the Targeted Programs under the Strategic Climate Fund as restated in
Section 5 below. Progress on development of IPs and projects will be reported in the CIF
periodic operational reports.

4. Elements for Pipeline Management in the SCF

12. In this section, details of the proposed pipeline management for identified stages will be
presented. The pipeline management procedures prior to endorsement of investment
plans focus primarily on the public sector.

4.1 Pipeline management Prior to Endorsement of Investment Plans*

13. The following procedures are proposed to define pipeline management procedures prior to
endorsement of investment plans:

e New pilot countries accepted into the SCF programs should submit their investment
plans for endorsement within a 24-month (2-year) timeframe from the date of
acceptance into the SCF, or as directed by the Sub-Committee.

e Should any of the pilot countries be unable to submit their Investment Plan (IP)° for
endorsement within the two year period, these countries may request an extension
using templates included in this document. This will be presented to the relevant
SCF Sub-Committee who will determine if an extension can be granted and if so, for
what timeframe.

4.2 Pipeline management after IP endorsement®
14. The CIF Administrative Unit, and the relevant MDB Committees, will continue to prepare a

project submission calendar for all the projects in the pipeline, to be presented to the
relevant Sub-Committees through the CIF operational reports.

4 This section does not apply to SREP. Please refer to the SREP Annex for the proposed measures for SREP.
5 Investment Plans for FIP and SREP; Strategic Programs for Climate Resilience (SPCR) for PPCR
6 This section does not apply to SREP. Please refer to the SREP Annex for the proposed measures for SREP.



15. Project and program readiness will continue to be considered as the primary criterion for
the commitment of SCF resources to IPs. Resources should only be committed for projects
or programs that are ready to move forward to final approval and implementation so that
SCF resources are effectively and efficiently used for on-the-ground activities. Hence,
programming projections should be as realistic as possible with regard to the timing of
project or program processing and should include information on the expected timeline for
committing resources. Private sector programs encompassing an envelope of funding for a
number of projects should be presented to the respective Sub-Committee for approval
only when projects utilizing at least one third of the program’s resources have been
identified and are mandate-ready. Public sector projects and programs will be presented to
the respective Sub-Committees for approval before appraisal and negotiations of the
investment terms.

16. For projects and programs entering the SCF program pipelines following the endorsement
of the investment plans’, the following timeframes and measures are proposed to enhance
pipeline management:

e Projects and programs must be submitted to the relevant Sub-Committee for
funding approval within 24 months of IP or concept endorsement. Alternative
submission timeline (in months) may be proposed for specific projects in the
endorsed Investment Plan, with a justification for a longer timeframe. Upon
endorsement of the IP the approved timelines will apply.

e This policy will take effect on January 1, 2017. For existing projects and programs
that have already exceeded the 24 month deadline, this policy will take effect on
September 30th, 2017.

e In exceptional circumstances, the MDBs, in conjunction with the countries may
submit to the relevant Sub-Committee a request for an extension of the deadline for
approval.

e Projects and programs for which an application for extension is not requested, or
whose application is declined by the Sub-Committee will be dropped from the
pipeline, as outlined in Section 6.

4.3 Pipeline management after Sub-Committee approval

17. Following Sub-Committee approval, projects advance to the next stage of the CIF
programming cycle and obtain MDB Board approval. The proposed procedures to manage
the pipeline of SCF programs at this stage are:

e Unless project proposals approved by the relevant Sub-Committee specify different
timeframes, MDB Board approval must be obtained within 9 months after Sub-
Committee approval for public sector projects. For private sector stand-alone
projects or programs (i.e., without sub-projects), 24 months to reach MDB Board

7 Or endorsement of concepts for dedicated private sector windows such as the Private Sector Set-Asides (PSSA),



approval. For private sector programs with sub-projects, 36 months to reach MDB
board approval for all sub-projects.

e This policy will take effect on January 1, 2017. For existing projects and programs
that have already exceeded the applicable deadline, this policy will take effect on
September 30t 2017.

e MDBs may submit a request for an extension of the deadline for funding approval by
the MDB to the relevant Sub-Committee.

e [f a project fails to meet the above applicable timeframe, the project funds will be
released.

5. Managing Pipeline Changes — IP Update and Changes

18. The proposed procedure for managing pipeline changes, are restated from the Pipeline
Management of the Targeted Programs under the Strategic Climate Fund®, approved in
November, 2011.

19. Based on experience gained in managing the CIF pipeline, it is apparent that project
development and expectations are constantly evolving for many reasons. In some cases,
modifications to the original investment plans endorsed by the Sub-Committee may be
proposed. In other cases, project and program development may be delayed. Some
projects or programs originally identified in an investment plan may be dropped or
cancelled due to changes, among other things, in country priorities, financing structure of
the project, or new information that becomes available.

20. Any investment plan should be considered a dynamic document, with the flexibility to
consider changing circumstances and new opportunities. Experience from the CIF
programming process has shown that there is need for a transparent communication to
the Trust Fund Committee and/or Sub-Committees in the event of changes in the sector
selected, or requested increases in the resource envelope. The proposal below regarding
updating investment plans and managing pipeline changes builds on the experience from
the CTF pipeline management approach.

21. Itis proposed that any change to the investment plan deemed to be strategic by the
country or the MDBs should be presented to the relevant Sub-Committee for review and
endorsement. In particular, guidance and endorsement from the Sub-Committee will be
sought, through a decision by mail, for the following types of change to an investment
plan:

8 Pipeline Management of the Targeted Programs under the Strategic Climate Fund



http://www-cif.climateinvestmentfunds.org/sites/default/files/meeting-documents/scf_4_pipeline_management_november_0.pdf

22.

23.

24.

25.

a) increasing the resource envelope for the investment plan;
b) adding, dropping, or shifting resources between

e PPCR: specific sectors or sub-sectors by more than 15 percent of the funding
envelope of the investment plan or by more than US$10 million;

e FIP: drivers of deforestation and forest degradation by more than 15 percent of
the funding envelope of the investment plan or by more than US$ 8 million;

e SREP: projects that adopt different renewable energy technologies by more
than 15 percent of the funding envelope of the investment plan or by more
than USS 5 million;

c) shifting resources between the private and the public sector.?

Any other amendments to the investment plans will be notified to the relevant Sub-
Committee through the semi-annual update of the SCF pipeline, which will include
information on the status of each of the projects and programs in the pipeline.

When the proposed changes to an investment plan require endorsement by the relevant
Sub-Committee, a request to the Sub-Committee should be submitted to the CIF
Administrative Unit for review. Such a request should include the following:

a) review of the status of the implementation of the original investment plan;

b) explanation of the circumstances and rationale for revising the investment plan and
making changes to the projects or programs included;

c) description of the proposed changes; and

d) assessment of the potential impact of the proposed changes on achieving the
objectives and targets of the original investment plan.

The Sub-Committee will review the revised investment plan and consider whether or not
to endorse the proposed changes. If the proposed changes are endorsed by the Sub-
Committee, the pipeline will be updated accordingly. For new projects introduced in the
revised investment plan, the pipeline management timelines will restart for only the
applicable projects that underwent changes.

If the proposed changes are not endorsed, the Sub-Committee may propose an alternative
way forward in consultation with the concerned country and MDBs. Such proposals will
indicate whether the projects and programs concerned will be removed from the pipeline,
whether the associated resources will be released from the funding allocation to the
investment plan, and, in the case of funding being released, how the released resources
may be used.

% Projects implemented by the private sector arms of the MDBs are classified as private sector projects, whereas
those implemented by the public sector arms of the MDBs are classified as public sector projects. It is recognized
that projects implemented by the public sector arms of the MDBs may also engage the private sector through on-
lending and/or other schemes.



6. Procedures for Implementation of the Pipeline Management Policy
26. To facilitate the procedure for application of this policy, the following is proposed:

e The MDB Committees and the CIF AU will conduct periodic review of the pipeline to
ensure that resources are only being committed for projects or programs that are
ready to move forward to final approval and implementation so that SCF resources
are effectively and efficiently used for on-the-ground activities, in line with the
readiness criteria.

e A notification system will be initiated by the CIF AU to advise the pilot country
involved, MDBs and the Sub-Committee six months in advance of an impending
deadline;

e An extension of a deadline may be requested by the pilot country and MDB using
the templates provided as Attachments A-D.

e Applications for extension should specify the reasons for delay and describe next
steps to ensure approval by the proposed date.

e Special consideration may be given to force majeure cases, such as extreme events,
due to the risks faced by countries and MDBs in the programmatic approach.

e This extension must be submitted to the Sub-Committee through the CIF Admin Unit
for consideration via e-mail no later than three months before the deadline.

e The Sub-Committee can take a decision by email or may decide to defer the
discussion to the next Sub-Committee meeting.

e Options for the Sub-Committee include:

a) Provide an extension to the submission deadline in line with an acceptable
action plan, where necessary, including the provision for additional progress
updates to the Sub-Committee.

b) Where extension to the submission deadline is not granted, the Sub-Committee
may propose an alternative way forward in consultation with the concerned
country and MDB. Such proposals will indicate whether the project concerned
will be removed from the pipeline and how any funds released may be used.

e With the approval of this SCF Pipeline Management Policy, the Trustee will be
authorized to de-commit the cancelled or dropped resources based upon the
information provided to the Trustee by the MDBs pursuant to this policy10.

e When the process for preparing an IP or a project is suspended, in recognition that
funds may have already been committed by the Trustee for IP or project
preparation, and that work has been carried out, there will be no attempt to recover
any amounts related to IP Preparation Grants, Project Preparation Grants, or
country programming budget. In practice, it is acknowledged that these funds will
have been used to improve stakeholder engagement and support the country’s
climate goals.

10 Unless the IP preparation grant or Project Preparation Grant has already been approved by the respective MDB,
in which case MDB cancellation policies will apply.



Annex 1: SREP-Specific Guidance on Pipeline Management and Cancellation
of Resources

I. Background

1. Atits meetingin June 2016, the SREP Sub-Committee requested the CIF Administrative
Unit, working with MDBs and the Trustee, to prepare a pipeline management policy for
the SREP, taking into account the circumstances of SREP pilot countries. The pipeline
management policy should consider, inter alia, issues related to readiness criteria, over-
programming, cancellation, and SREP results targets.

2.  Established in 2010, SREP focuses on expanding energy access as its primary objective,
aiming to address a daunting challenge closely linked with poverty reduction and
economic development. It also aims to help countries initiate transformative change to
low-carbon development pathways by adopting renewable energy solutions, which are
still relatively new and expensive in these countries. SREP supports comprehensive
solutions to the most challenging countries and markets, including investments, policy
support, advisory services, and capacity building that are necessary to break down the
barriers. Hence, the development of investment plans, projects and programs within the
SREP and the timelines necessary for well-developed proposals should be viewed in this
context

3.  In October 2013, the SREP Sub-Committee approved a Proposal for Enhancing SREP
Pipeline Management'!, which included measures related to readiness-based pipeline
management and over-programming.

4. The SREP MDB Committee and the CIF Administrative Unit have followed the principle of
readiness-based pipeline management and update and review the SREP pipeline on a
semi-annual basis. Instead of an annual projected approval calendar, pipeline update has
been untaken for the entire SREP pipeline comprised of all projects identified in the
endorsed investment plans that have not been approved by the Sub-Committee.
Readiness continues to be considered as the primary criterion for the commitment of
SREP resources.

5.  With respect to over-programming, the SREP Sub-Committee agreed that up to 30
percent over-programming may be applied to the SREP, recognizing the need to
safeguard the minimum allocation agreed for the pilot countries, in particular least
developed countries and fragile states.

11 https://www-cif.climateinvestmentfunds.org/sites/default/files/meeting-
documents/srep_sc.10_6_proposal_for_enhancing_pipeline_management.pdf
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Il. Potential investment plans pending endorsement

6. Among the 27 SREP countries that have been selected by the SREP Sub-Committee, eight
have not submitted their investment plans for endorsement.'? Benin, Lesotho,
Madagascar, Malawi, Sierra Leone and Zambia are in the process of preparing their
investment plans and are expected to submit them for endorsement at the June and
November 2017 Sub-Committee meetings. Kiribati has not yet identified a lead MDB
(ADB or World Bank) to support them to develop a SREP investment plan. The World
Bank continues to suspend missions to Yemen, and therefore preparation of the SREP
investment plan remains on hold.

7.  Atits meeting in June 2016, the SREP Sub-Committee requested the CIF Administrative
Unit to present an assessment as to whether and how Project Preparation Grants (PPGs)
could be provided for endorsed investment plans for which implementation funding may
not be available.

8.  Total PPGs for SREP projects (approved projects + projects in the pipeline) approved by
the Sub-Committee so far total USD 27.9 million, with a median of USD 0.7 million per
project or USD 1.5 million per country. About half of projects under the endorsed
investment plans have requested PPGs.

9.  Assuming similar figures for the remaining new countries (excluding Yemen), estimated
PPG needs would total about USD 10 million. If all countries request PPGs for every
project, then total funding needs for PPGs would amount to about USD 20 million.

lll. Proposed Measures for SREP

10. In light of the current funding situation of the SREP and the pipeline management
measures that have been approved by the SREP Sub-Committee, including over-
programming, the following measures are proposed for the SREP with respect to new
investment plans that have not been submitted to the Sub-Committee for endorsement
and pipeline management prior to funding approval by the Sub-Committee.

Endorsement of new investment plans

11. For the remaining SREP pilot countries, the SREP Sub-Committee may endorse their
investment plans after they have been fully developed and submitted by the
governments, with the support of the MDBs. Given that the current SREP pipeline has
reached its programming limit (including over-programming), the projects and programs
identified in these investment plans will be put on a reserve list. Only when sufficient
new resources become available will the projects on the reserve list be allowed to enter
the SREP pipeline, on a first-come, first-served basis. Projects on the reserve list are

12 Indicative allocations for these countries are: USD 50 million for Madagascar and Malawi; USD 40 million for
Benin, Sierra Leone, Zambia and Yemen; USD 30 million for Lesotho; USD 5 million for Kiribati.

11



12.

13.

14.

encouraged to seek funding from other sources.

To encourage the countries and MDBs to complete the development of the investment
plans for the remaining SREP pilot countries, it is proposed that project preparation
grants (PPGs) be made available to these countries upon request once the investment
plans are endorsed, provided that there will be equal or greater amount of resources
available from new contributions, cancellation of approved SREP funding, or removal of
projects from the current SREP pipeline. In other words, there will be no net increase of
the SREP pipeline and over-programming.

Pipeline management prior to funding approval by the Sub-Committee

It should be recognized that over-programming has been agreed by the Sub-Committee
for the SREP, as a way to encourage completion and efficient use of limited resources.
Based on the experience of the CTF, it is proposed that the CIF Administrative Unit and
the MDB Committee agree to a “sealed pipeline” based on the expected project
submission dates (i.e., readiness) and the available resources for funding commitment.
Available funding will be prioritized to the projects in the sealed pipeline. The sealed
pipeline will be updated on a quarterly basis (or more frequently depending on resource
availability). If a project in the sealed pipeline fails to be submitted to the Sub-
Committee for funding approval as scheduled, it will lose its priority, and a new sealed
pipeline will be agreed by the MDB Committee during quarterly pipeline updates.

For projects that have remained in the SREP pipeline for over 24 months, the MDBs and
countries will continue to be required to provide updates and detailed reasons for
delays, if applicable, to the Sub-Committee through semi-annual operational reports and
country portfolio reports.

12



Attachments: Templates to request extension of cancellation deadline

Template A - Request for an Extension of IP/SPCR Endorsement Date

1. Country Name

2. Source of Funding | OO FIP O PPCR 0 SREP
3. Lead MDB 4. Name of Lead

MDB Focal

Point:

5. Partner MDBs

6. Country Focal
Point

7. Date of Country
Acceptance in the
SCF Program

8. Date of IPPG

Approval
9. Date of Scoping 10. Date of Joint
Mission Missions
First:
Second:
11. Date of IP/SPCR Original: Proposed:
Approval

Current Status of IP/SPCR Preparation
(describe in details activities and consultations conducted during the SPCR preparation process
and other relevant information related to finalizing the IP/SPCR)

Next Steps to Justify Request for an Extension and Ensure Approval by the Proposed Target Date
(describe all activities to be completed during the extension)

13



Template B - Request for an Extension of deadline for Project/Program Approval by the

Subcommittee

1. Country/Region:

2. CIF Project ID#:

Source of Funding:

O FIP O PPCR

O SREP

Project/Program Title:

Type of CIF Investment:

O Public | O Private

| O Mixed

o k| w

USD equivalent:

Funding Request in million

Grant:

Non-Grant:

Implementing MDB(s):

National Implementing
Agency:

9. MDB Focal Point and
Project/Program Task
Team Leader (TTL):

Headquarters- Focal Point:

TTL:

10. Date of Project Approval

Original Approval date:

Proposed extended approval
date:

11. Project/Program Description (including proposed objectives and expected outcomes):

12. Update on Project Preparation
(describe in detail activities and consultations conducted during the SPCR preparation process
and other relevant information related to finalizing the project design):

13. Next Steps to Justify Request for an Extension and Ensure Approval by the New Target Date
(describe all activities to be completed during the extension)
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Template C - Request for an Extension of deadline for Project/Program Approval by the MDB

1. Country/Region: 2. CIF Project
ID#:
Source of Funding: O FIP O PPCR O SREP
4. Project/Program Title:
5. Type of CIF O Public O Private O Mixed
Investment:
6. Funding Request in Grant: Non-Grant:
million USD
equivalent:
7. Implementing MDB(s):
8. National
Implementing Agency:
9. MDB Focal Point and Headquarters- Focal Point: TTL:
Project/Program Task
Team Leader (TTL):
10. Date of Date:
Project/Program
approval by Sub-
Committee
11. Date of Project Original: Proposed:

Approval by MDB
Board

12.

Project/Program Description (including proposed objectives and expected outcomes):

13.

Reason/s for Delay in MDB Approval

14.

Next Steps to Justify Request for an Extension and Ensure Approval by the Proposed

Target Date

(describe all activities to be completed during the extension)
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Template D - Investment Plan Update - Coversheet

1. Country/Region:

2. Source of Funding: O FIp O PPCR O SREP

Investment Plan Title:

4. |Initial IP Endorsed Grant: Non-Grant:
amount (million, USD
equivalent):

5. Revised IP amount Grant: Non-Grant:
(million, USD
equivalent)

6. Date of IP Approval

7. Implementing MDB(s):

8. National
Implementing Agency:
9. MDB Focal Point and Headquarters- Focal Point: TTL:

Project/Program Task
Team Leader (TTL):

10. Proposed changes to Investment Plan

11. Revised project timelines and implementation arrangements




