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Background

1. At its twenty-fifth meeting held on 9—10 April 2015, the Adaptation Fund Board (the Board)
requested that the Adaptation Fund Board secretariat (the secretariat), in collaboration with the
Accreditation Panel (the Panel), develop measures to enhance the efficiency and effectiveness
of the accreditation process integrating any relevant recommendations or observations from the
overall evaluation (decision B.25/5). In accordance with decision B.25/5, the secretariat, in
collaboration with the Panel, prepared and presented to the seventeenth meeting of the Ethics
and Finance Committee (EFC) the document Proposal for Effectiveness and Efficiency of the
Accreditation Process (AFB/EFC.17/4). At its twenty-sixth meeting, the Board decided to request
the Panel and the secretariat to consider the relevant findings of the evaluation, finalize their work
and present a draft for consideration by the EFC at its eighteenth meeting (Decision B.26/31).

2. Following the seventeenth meeting of the EFC, the secretariat and the Panel finalized the
proposal integrating the relevant findings of the evaluation.* The proposal contained in document
AFB/EFC.18/4, presented for consideration by the EFC, consists of:

- Introductory part summarizing the scope of the work undertaken, including enhancements
already introduced in the process;

- Annex I: Accreditation Timeline Checklist: designed to reducing the period of time taken
for Panel's review of the accreditation application without compromising the overall quality
of the assessment; and

- Annex Il: Guidance for Accreditation Process to improve the accreditation procedurally
and substantively. It aims to serve as improved guidance for applicants in demonstrating
their compliance with fiduciary standards and the environmental and social policy (ESP),
including gender equality by providing guidance, in the form of checklists. Two additional
schedules on environmental and social policy (ESP) and gender equality will be submitted
to the Board intersessionally.

Procedural and substantive enhancement already put in place

3. The evaluation found that the Adaptation Fund has developed thorough and reasonable
accreditation requirements and continues to improve its process.? As part of the continued efforts,
the Panel and secretariat have formulated better working methods without compromising quality.
The following steps were mentioned in the proposal document (AFB/EFC. 17/4): some have
already been put into practice and contained in the proposal document while the current document
introduces a newly established accreditation timeline checklist® and guidance for accreditation
process* which has been improved and further streamlined based on the lessons learned from
the Fund’s accreditation process history. The steps which have already been adopted and
contained in the previous document are as follows:

1 Evaluation of the Fund (Stage 1), AFB/EFC.17/3, available at https://www.adaptation-fund.org/wp-
content/uploads/2015/09/AFB.EFC_.17.3-Evaluation-of-the-Fund-stage-11.pdf.

21d., p.36.

3 See infra Annex I.

4 See infra Annex Il.
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(i) Assignment of two main Panel reviewers for each new application, with the presentation
of final assessment to the Panel as a whole for consideration and recommendation. This working
method prevents duplication of review among the Panel members compared to previous practices
of all Panel members reviewing the application simultaneously. The current working method is a
more efficient mean of safeguarding the quality and consistency of the review. For the
reaccreditation, a single Panel member prepares and presents the final assessment to the Panel
as a whole for their review. This approach ensures more efficient review of cases where the scope
of the review is limited to updates of the organization.

(i) An Internal follow-up action matrix with assignments of Panel reviewers and indicative
deadlines. The matrix has proved contributory to effective accreditation process and will function
more efficiently with accreditation timeline checklist contained in the Annex | to this document;

(iif) Improved communication of the accreditation process and the required accreditation
standards to applicants. This guidance is aimed to support the applicants understanding and
focus on demonstrating the required standards. In addition, where possible, this would help
reduction of in the volume of documents to be submitted by the applicant without compromising
the integrity of the accreditation standards.

(iv) Review of the legal capacity of the applicant at screening stage. At the screening
stage of a new application a legal review will be finalized by mean of a legal memo to the Panel
for their consideration in order to identify legal eligibility issues at the early stage of the
accreditation process.

Adherence to accreditation timeline/workflow

4, The purpose of a more streamlined accreditation timeline/workflow is to introduce better
time management to the accreditation review process®. The accreditation timeline checklist
indicates the approximate time period to complete each stage of the accreditation process. The
secretariat will track and monitor the timeline checklist, and would revisit with the lessons learnt
from its implementation over time.

5. The accreditation timeline checklist is contained in the Annex | to this document. The
objective is to streamline accreditation process in a consistent and coherent way thereby reducing
the period of time for accreditation review process.

Guidance notes to clarify standards

6. The guidance notes aim to improve understanding of the accreditation standards. These
guidance notes have been prepared in the form of a checklist to facilitate their use by applicants.

7. The following guidance notes are available and included in the Annex Il to this document.
The guidance consists of: (i) Requirements for Legal Personality; (ii) Guidance on the typical

5 The key reasons reported earlier for the current delays are (i) the extended time the Applicant needs to
prepare supplementary information or documents following the initial Panel review; (ii) arriving at a
common understanding of the Panel needs and what the applicant is capable of delivering; (iii) the
applicant setting and meeting realistic goals agreed with the Panel Reviewers; (iii) delayed responses
from the applicant when asked for additional information. Proposal for Effectiveness and Efficiency of the
Accreditation Process, AFB/EFC.17/4, p.2.
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functions of an Audit Committee; (iii) Guidance on an Internal Control Framework; (iv) Typical
elements of an annual Internal Control Statement; (v) Typical elements of Quality-at-Entry
Review; (vi) Guidance on a project risk assessment; (vii) Typical elements of an Anti-fraud Policy
and Procedures;

8. The guidance covers required standards of the accreditation application where applicants
may be uncertain of the expectations of the Accreditation Panel when reviewing an application.

Recommendation

9. The Ethics and Finance Committee (EFC) may want to consider recommending the Board
to:

(@) Approve the proposal to enhance effectiveness and efficiency of the accreditation process
as contained in document AFB/EFC.18/4 and

(b) Request the secretariat to publish the accreditation timeline checklist and guidance for the
accreditation process on the Fund’s website.



Annex |: Accreditation Timeline Checklist

Applicant (e.g., NIEXX, Name of entity, country):
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sent to applicant)
* legal capacity review conducted by sec.

questions & additional required information are

Steps Timeline (start & | Mark® | Finalized

end) in (n.of
Date days)

1. Submission of application (by applicant)

2. Screening by secretariat (check 3 weeks”’

completeness) and send complete application to

Panel

3. Initial Review by Panel (report with list of 4 weeks

4. First call with Applicant

1 week (after
delivering initial
review)

5. Applicant’s response to Panel's Qs

4 weeks (after
receiving the initial
review)

6. Panel’s subsequent follow-up Qs, if
necessary

2 weeks (after
receiving Applicant’s
response)

7. Second call with applicant, if necessary

1 week (after
delivering follow up

Qs)

8. Applicant’s response to Panel's Qs

3 weeks (after
receiving Panel's Qs)

9. Panel’s Final Report

3 weeks (after
receiving all requested
info)

10. Panel’s Recommendation on
accreditation (at AP meeting or
intersessionally)

2 weeks (after Panels’
review on
recommendation for 2
weeks)

meeting or intersessionally)

11. AFB decision on accreditation (at AFB

2 weeks, if
intersessionally®

6 Mark “V” if completed, “V” if in the process.

7 See Operational Policies and Guidelines for Parties to Access Resources from the Adaptation Fund,

para. 35.

8 See Rule of Procedure of Adaptation Fund Board (AFB), paras. 56-59. The intersessional decision is

made after two weeks of review by the AFB on a non-objection basis.
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Annex Il

Guidance for the Accreditation Process
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Guidance for the Accreditation Process

Schedule 1 Requirements for Legal Personality

Schedule 2 Guidance on Typical Functions of an Audit Committee
Schedule 3 Guidance on an Internal Control Framework

Schedule 4 Typical elements of an Annual Internal Control Statement
Schedule 5 Typical Elements of Quality-at-Entry Review

Schedule 6 Guidance on a Project Risk Assessment

Schedule 7 Typical Elements of an Anti-Fraud Policy and Procedures

These guides cover areas of the accreditation application where applicants may be uncertain of
the expectations of the Accreditation Panel when reviewing an application.
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Schedule 1

Requirements for Legal Personality

This checklist explains what the Accreditation Panel expects to see when it reviews the Legal Status
of an organization that applies for accreditation as an Implementing Entity (IE).

The applicant will provide supporting documents to demonstrate their legal personality, capacity, and
authority, as well as the ability to directly receive funding.

1. Questions that will help to determine the extent of the applicant’s legal personality status
a. Can the applicant enter into contracts with international agencies, directly accept gifts,
funds, and legacies (among others)?
b. Can the applicant directly receive, administer, and disburse funds, grants or
endowment?
c. Can the applicant take actions and defend itself in a Court of law?

2. Demonstration of legal personality
a. A copy of constitution or articles of incorporation document, by-laws and other relevant
documents that demonstrate the applicant’s lawful incorporation and legal personality.
b. Applicable legal authority which may affect the Entity (i.e. Laws, Decrees, Act or
Regulation).
c. A description of structure if applicant is a unit, a division or department within the
Government.

3. Demonstration of legal capacity/authority
a. Evidence to enter into contracts with international organizations (i.e. previous agreement
or contracts with international organizations)
b. Evidence to take action and defend itself in a Court of law.
c. Evidence to enforce obligations by contracting parties.

4. Demonstration of ability to directly receive funds
a. Evidence of authority to directly receive, administer, disburse funds, grants, donations,
gifts or endowments.
b. Evidence of authority to open and maintain bank accounts including who authorizes that.
c. List or web site reference of significant foreign loans or donor funds handled over the
last 3 years to execute projects.
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Schedule 2

Guidance on the Typical Functions of an Audit Committee

This checklist describes the typical functions of an audit committee for organizations that implement or
execute projects financed by donors and multilateral banks. Organizations that apply for accreditation as
an IE and do not have an audit committee can use this checklist to establish one and define its terms of
reference. The Accreditation Panel would accept a similar oversight committee based on industry or
government practices in which an applicant operates. The suggested scope in this guide is fairly wide
and includes tasks related to projects. An applicant may have a number of the tasks, such as those
related to projects, covered by other oversight bodies.

The function of an Audit Committee is to advise the Chief Executive Officer and the Board of Directors
by answering the following questions:

1. The annual financial statements and the external audit thereof:

a. Isthere a well-established process in place to produce annual financial statements?

b. Are the financial statements in accordance with internationally recognized accounting
standards?

c. Isthe external audit adequate, efficient and effective, and is it in accordance with internationally
recognized auditing standards?

d. Have the observations from the external auditor been adequately addressed?

e. Are the financial statements accurate and submitted in a timely manner?

2. The Internal control framework, including internal audit and risk management:

a. Are authorities within the organization, including those for contracting and disbursement
functions, well understood through implicit or explicit policies, procedures, and practices?

b. Are there proper procedures and a system of internal controls in place to ensure that assets are
safeguarded, and organizational objectives are achieved?

c. Do the organization’s policies, procedures, and practices comply with applicable legal and
regulatory provisions?

d. Isthere an adequate independent internal audit function?

e. Isthere a periodic, independent review of the organization and its operations through the internal
audit function or through an outside expert?

f.  Are the recommendations of such reviews and of internal audit adequately addressed?

g. Is the organization aware of risks, including those related to projects, and does it take adequate
actions to mitigate and monitor such risks?

h. Does the organization have a code of conduct and an anti-fraud policy that enforce zero
tolerance for fraud as well as an effective mechanism to receive complaints, conduct
investigations and follow-up on them regardless of whether the allegations relate to internal staffs
or outsiders who directly or indirectly affect its operation or projects?

i. Does the internal control framework provide oversight of the ethics and investigative functions?

3. The project activities:
a. Is there an adequate project management system in place, including financial and other
reporting; projects at risk are identified; and corrective action is taken when needed?
b. Are projects subject to the social and environmental policies of the donors, and is there an
effective mechanism in place to deal with related complaints from third parties?
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Schedule 3

Guidance on an Internal Control Framework
This guidance explains what the Accreditation Panel looks for to determine if an organization that
applies for accreditation as an IE has an appropriate internal control framework.® The annual internal
control statement is strongly encouraged, and the system of payments and disbursements including
controls of such function needs to be demonstrated.

The fiduciary standards require the “demonstration of use of an internal control framework that is
documented with clearly defined roles for management, internal auditors, the governing body and other
personnel.” As supporting documents, it requires a “policy or other published document that outlines
the entity’s control framework.” The Accreditation Panel considers that an adequate internal control
framework is demonstrated by the submission of a complete accreditation application including the
supporting documents that demonstrate that the fiduciary standards (relating to financial management,
the project cycle, and the mechanism to fight fraud and corruption) and the environmental and social
policy requirements are met. Therefore, no additional documentation is required to demonstrate an
adequate internal control framework, but the following elements require elaboration.

1. Accountability:
The Panel strongly encourages the issuance of an annual public statement signed by Chief
Executive Officer and the Chief Accountant of the IE, which confirms that the internal control
framework is operating satisfactorily.1® This representation should be supported by periodic review
of the effectiveness of these internal control elements, i.e., internal control reviews carried out by
management or by the internal and external auditors. Schedule 4 is a guideline on the possible
content of such a statement.

2. Payment and Disbursements:
The application and supporting documents should include a demonstration of the organization’s
capability to ensure that all payments and disbursements, with a particular reference to projects,
are properly checked and made only for bona-fide/ approved purposes. Required basic documents
and information are as follows:

a. A description of the disbursement system and procedures such as procedures manual that
could include flow charts describing the most important steps in processing payments for both
projects and other expenditures;

b. A description of authorized signatories in the payment and disbursement system; and

c. Evidence of a recent audit, or similar review, related to the disbursements and payments
function of projects.

°® The Accreditation Panel encourages an ICF based on a widely known methodology such as that of the
Committee of Sponsoring Organizations of the Treadway Commission (COSO).

10 The annual public statement should not be confused with the ‘annual letter of representation’ which
may be requested by the external auditors.
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Schedule 4

Typical elements of an annual Internal Control Statement

This is a list of the elements that could be included in an annual internal control statement. It can be
used as a guide when an applicant designs an annual internal control statement for the first time. There
are many variations for such a statement depending on the type and nature of the organization. The
Accreditation Panel would accept any format, provided that the Chief Executive explains the major
controls and the extent to which they have been effective.

1. Originator and timing :

a. A typical internal control statement is issued by the Chief Executive Officer and the Chief
Accountant — in cases where the Board is closely involved in the operations, the Chairman
of the Board may be a signatory; and

b. It is normally issued together with the financial statements or the annual statement of
expenditure if it is a government organization.

In most organizations the audit committee reviews the letter, and the external auditor often expresses an
opinion on the internal control statement.

2. Content:

a. The internal control statement briefly describes the major governance, policies and
procedures, control systems, internal and external reporting and other mechanisms in place
to give reasonable assurance that the organizational objectives are met through the
programmes and projects, and concludes whether:

i. The operations are in compliance with statutory, legal, and other requirements;

ii. Transactions comply with managerial policies and authority;

iii. Assets are protected against material damage or unauthorized acquisition, use, or
disposition;

iv.  All transactions, including payments and disbursements, are properly authorized
and recorded,;

V. Environmental, organizational, accounting, and other risks are systematically and
regularly identified;

Vi. Actions to mitigate risks are identified, and outstanding risks are monitored and
reported,;

Vii. Projects are monitored for time limits, budget allocations, results, and project risks,
including those of a social and environmental nature; and

viii. Corrective measures are taken when projects are experiencing undue risk to realize

the objective within the time limits and budget allocations.
b. The internal control statement may also list the major initiatives planned for the next year to

strengthen the governance and internal controls of the organization.

10
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Schedule 5

Typical Elements of a Quality-at-Entry Review

This guidance explains what the Accreditation Panel evaluates to determine if an organization that
applies for accreditation as an IE meets the requirements for a “Quality-at-Entry Review” (QAR).

What is a QAR? A quality-at entry review (QAR) is a managerial review to ensure that planned projects
have the required elements, and where these are insufficient, corrective action will be taken. A QAR is
defined by an organization and can include such elements as:
e A supervisory review of the project quality during the design, appraisal, and pre-
implementation stages with respect to the key areas of the project;
e Identify areas that are missing or need improvement and define the appropriate course and
type of corrective action required; and
e Review the corrective actions taken.

Coverage: The review should be documented and cover amongst others the following:
a. Strategic relevance of the project for the IE and donor(s);

b. Clarity of the project's objectives and the likelihood of the project meeting the key objectives;

c. Adequacy of the project documents in line with the IE policies and directives and including
the needed elements such as a logframe with timelines and budgets and a risk analysis that
can be used for monitoring during execution;

d. Adequate consideration during the preparation of the project of: Sustainability of benefits
and outcomes including an assessment of likely impacts (environmental, social, economic,
technical, legal, etc.); the technical feasibility of the proposed approach and methodology
including an assessment of alternative methods; and the economic analysis of the project;

e. The completeness of the monitoring and evaluation (M&E) plan, including arrangements with
clear responsibilities for undertaking monitoring, reporting, and evaluating progress along
with responsibilities for taking appropriate action based on the M&E reports;

f. The M&E plan should include: progress compared to the logframe in terms of budget,
timeline, and scope; legal and contractual compliance; the mitigation of risks including social
and environmental aspects;

g. Organizational and financial capability of the executing entities have or will be appropriately
assessed,;

h. The capability of the IE in terms of the project’s financial management systems, project staff,
procurement systems and oversight including audits thereof; and

i. The clarity of the roles and responsibilities of the staff of the executing and implementing
entities.

Suggested Matrix: To undertake such a review an entity could use a matrix shown in this table.

Key Areas for Review Areas Specific Actions Status
— which Planned/Approved
— need
— corrective
action

11
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Schedule 6

Guidance for Project!! Risk Assessment

This guidance explains how the Accreditation Panel determines if an organization that applies for
accreditation as an |IE adequately manages project and programme risks.

What is risk management as it relates to projects? Risk assessment is a systematic process for
identifying, evaluating, and managing potential events that could occur and adversely affect the
achievement of an IE's project or objectives or result in unintended or undesirable negative
consequences.

Fiduciary requirement: The specific capability required is to demonstrate the capability or access
resources to:
i. Undertake assessment of project/programme risks including: (a) financial, economic, political

risks, and (b) environmental and social risks, https://www.adaptation-
fund.org/content/environmental-and-social-policy-approved-november-2013 and
http://www.adaptation-fund.org/wp-content/uploads/2015/06/ESP-Guidance-document 0.pdf
(all referred to as project risks); and to

ii. Integrate mitigating strategies and environmental and social risk management plans into the
project document.

Approach: The Accreditation Panel accepts any reasonable approach to meeting this fiduciary
standard. As a minimum it would expect:
i. That the IE has reflected on the potential project risks when identifying and designing a project
and that these risks including mitigating actions are reflected in the project document;
il. That the risks and the effectiveness of the mitigating actions are monitored and reported upon
during the project implementation, and included in any project evaluation.
A reflection on project risks could be aided by an IE having a reference checklist of the most common
project risks that it encounters in its typical projects. Such a checklist, organized along the major types
of risk and covering the Environmental and Social Principles of the Adaptation Fund, should reflect both
the probability of a risk occurring and the potential harm it can do. The following table to classify the
risks is frequently incorporated into the checklist.

Risk rating matrix

LIKELIHOOD
Impact Unlikely Possible Likely
Significant adverse impacts that are Risk Level B Risk Level A Risk Level A

diverse, widespread, and irreversible or
may put the success of the project at risk
Significant but less adverse impacts than Risk Level C Risk Level B Risk Level A
above due to fewer in number, smaller in
scale, less widespread, reversible, or easily
mitigated or less risk to the project
Minimal or no adverse impact or risk to the Risk Level C Risk Level C Risk Level B
success of the project
Categorization: The projects are classified as Category A, B, and C depending on the significance of
the impact and likelihood of occurrence. For Category A and B projects additional care in the form of
an environmental or social impact assessment (EIA or SIA) or similar study to address the project risks
would be undertaken and form an integral part of the project design and execution. The scope of such
assessments shall be commensurate with the scope and severity of the potential risks. Regardless of
the Category, all risks shall be adequately identified and assessed by the IE in an open and transparent

manner with appropriate consultation.

11 The term project also refers to programs.

12
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Schedule 7

Typical elements of an Anti-Fraud Policy and Procedures

The following checklist relating to the anti-fraud policy and procedures explains what the Accreditation
Panel expects when it reviews an accreditation application.

The applicant will provide supporting documents to demonstrate the following.

The fiduciary standards of the Adaptation Fund relating to the required competency for financial
mismanagement requires the following specific capability:
“Evidence/tone/statement from senior management emphasizing a policy of zero tolerance for
fraud, financial mismanagement and other forms of malpractice by implementing staff or from any
external sources associated directly or indirectly with the projects” and
“Demonstration of capacity and procedures to deal with financial mismanagement and other
forms of malpractice”.

The following would normally be in place to demonstrate the required competency:

a) A public statement setting the tone from senior management;

b) A code of conduct and ethics applicable to the staffs of the entity, consultants, and other
parties directly or indirectly associated with the projects financed through the applicant
entity;

¢) An anti-fraud policy and investigative procedures;

d) An effective and working anti-fraud policy, process, and procedures that guide the receipt,
investigation and disposition of complaints/allegations of wrongdoing including non-
compliance, fraud, violation, misconduct and business conduct concerns including how
business related to its activities and projects is conducted or instances where there is a
non-appropriate conflict of interest. This includes:

i. A clear instruction and a confidential avenue, such as through the website, where
allegations can be lodged. If this avenue is external to the applicants’ organization
there should be a clear link on the website and elsewhere to the avenue that
handles complaints;

i.  Whistle blower policies, procedures and protection for complainants; and

iii. Complaints should be receivable from any staff or external person who has a
reasonable allegation.

Points a, b, ¢ and d should be on the IE website.

e) A demonstration of the effectiveness of the structure, process, procedures as well as the
technical and resource capacity within the organization to receive, investigate, and deal
with the allegations of fraud and mismanagement; and

f) Periodical transparent oversight reporting of activities related to the effective handling of
allegations. The reporting could include data on investigation cases in terms of number of
cases, types of allegations and summary of the status and actions taken.

13
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