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. Background

1. The Board at its eleventh meeting discussed the document “Funding for Project
Formulation Costs” (AFB/11/6) and agreed, in its Decision B.11/18, that:

i.  project formulation grants (PFG) should be given once a project concept has been
approved

ii. consideration should be given in terms of differentiating between NIEs and MIEs, since
some NIEs might have financial difficulties in trying to formulate project or programme
proposals;

iii. aflat rate should be given for project formulation costs;

iv.  alist of eligible activities and items still needed to be prepared; v. the grant should be
additional to the project cost; and

v. the fate of funds if the final project document was rejected should be determined.

2. There was consensus that a three-tiered system should be considered for project
formulation grants: endorse a project concept with a PFG amount, endorse a project concept
without a PFG amount, or reject the project concept.

3. Following the discussion, the Board decided:

To request the secretariat to reformulate the document, to include a comparison of eligible
activities provided by other funds for project formulation grants, to take into account
guidance provided by the Board at the present meeting, and to submit the document to
the Board at its twelfth meeting, through the EFC. The EFC should review and finalize the
process and policy of the project formulation grant focusing, in particular, on: the issue of
unspent project funds; the procedures followed by other funds in that regard; and the
determination of a flat-rate.

4. A document was prepared by the secretariat in response to the above mandate and
presented at the third EFC meeting, which made specific recommendations to the Board at its
twelfth meeting. Having considered the recommendation of the Ethics and Finance Committee,
the Board, in its Decision B.12/28, decided that:

(a) Project Formulation Grants (PFGs) will only be made available for projects
submitted through NIEs. The Board would continue reviewing the question of PFGs
for projects submitted through MIEs and would solicit comments from members
and alternate members by February 14, 2011; the views would be compiled by the
secretariat for presentation to the Board at its March 2011 meeting;

(b) If a country required a project formulation grant, a request should be made at the
same time as the submission of a project concept to the secretariat. The secretariat
will review and forward it to the PPRC for a final recommendation to the Board. A
PFG could only be awarded when a project concept was presented and endorsed;

(c) A PFG form, reproduced in Annex V, should be submitted;
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(d) Only activities related to country costs would be eligible for PFG funding;

(e) A flat rate of up to US$30,000 shall be provided, inclusive of the management fee,
which cannot exceed 8.5 per cent of the grant amount. The flat fee would be
reviewed by the Board at its thirteenth and all subsequent meetings;

(f) If the final project document is rejected, any unused funds shall be returned to the
Adaptation Fund Trust Fund;

(g) Once a project/programme formulation grant is disbursed, a fully developed project
document should come to the Board for approval within 12 months. No additional
grants for project preparation can be received by a country until the fully developed
project/programme document has been submitted to the Board; and

(h) The Trustee was instructed to remove the set-aside of US$100,000 for project
preparation that had been decided at the June 2010 meeting, as project
preparation would be approved on a project-by-project basis.

5. In its twenty-fourth meeting, the Board had initiated steps to launch a pilot programme on
regional projects and programmes, not to exceed US$ 30 million and had requested the
secretariat to prepare for the consideration of the Board a proposal for such a pilot programme
(Decision B.24/30). In its twenty-fifth meeting, the secretariat submitted such document and the
Board decided to:

(a) Approve the pilot programme on regional projects and programmes, as contained
in document AFB/B.25/6/Rev.2;

(b) Set a cap of US$ 30 million for the programme;

(c) Request the secretariat to issue a call for regional project and programme
proposals for consideration by the Board in its twenty-sixth meeting; and

(d) Request the secretariat to continue discussions with the Climate Technology Center
and Network (CTCN) towards operationalizing, during the implementation of the
pilot programme on regional projects and programmes, the Synergy Option 2 on
knowledge management proposed by CTCN and included in Annex Il of the
document AFB/B.25/6/Rev.2.

(Decision B.25/28)

6. The approved document AFB/B.25/6/Rev.2 contained provisions for the approval of
project formulated grants for regional project and programme proposals, at different development
stages, as follows:

“It is proposed that the Board open a structured call for MIEs and RIEs to submit pre-
concepts for regional projects and programmes. The optional pre-concepts would be very
brief proposals of maximum 5 pages that would explain the proposed regional adaptation
project/programme. The pre-concepts would be screened and technically reviewed by the
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secretariat, and subsequently reviewed by the PPRC. Together with the pre-concept, the
proponent could submit a Phase | PFG request, up to the maximum level of US$ 20,000.
While endorsing the pre-concept, the Board could also approve the Phase | PFG request.
The endorsement of the pre-concept would not create an obligation for the Board for later
funding. As the next step, the proponent would submit a concept, and with it the proponent
could submit a Phase Il PFG request. The maximum AFB/PPRC.18/25/Add.1 level of the
Phase Il PFG would be US$ 80,000 for proposals that had been previously granted Phase
| PFG, and US$ 100,000 for proposals that bypassed the optional pre-concept stage.
While endorsing the concept, the Board could also approve the Phase Il PFG request.
The endorsement of the concept would not create an obligation for the Board for later
funding, as it is the case for the national projects. The final stage of the proposal process
would be the submission of the fully-developed regional project document”.

At its forty-second meeting the Board approved modifications to project formulation grants

contained in document AFB/PPRC.33/40. Having considered the recommendation of the Project
and Programme Review Committee, the Adaptation Fund Board decided:

a)

b)

d)

That project formulation grants (PFGs) be made available for projects submitted through
national, regional and multilateral implementing entities;

That the maximum size of the PFG for single country projects for all windows, inclusive of
the management fee, be set as follows:

(i) For projects below US$ 2,000,000, the limit is set at US$ 50,000;

(ii) For projects at or above US$ 2,000,000 and below US$ 5,000,000, the limit
is set at US$ 100,000;

(iii) For projects at or above US$ 5,000,000, the limit is set at US$ 150,000,

That an additional PFG amount (inclusive of the management fee) can be provided on a
case-by-case basis for locally-led adaptation projects up to a maximum of US$ 100,000,
and that such amount should be dedicated to support activities that enable decision-
making by local actors over how adaptation actions are defined, prioritized, designed and
implemented;

That the maximum size of the PFG for all regional projects, inclusive of the management
fee, is set as follows:

(i) For regional projects of US$ 5,000,000 and above, and with less than three
countries, the limit is set at US$ 150,000;

(i) That this limit increase by US$ 15,000 for each additional country involved,
up to a maximum of US$ 250,000;

That requests for a PFG should be made at the same time as the submission of a project
concept or pre-concept to the secretariat using the revised PFG form in annex | to
document AFB/PPRC.33/40;
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f) That, for a PFG at the pre-concept stage, up to 20 percent of the maximum amount of the
PFG set in out in subparagraphs (b), (c) and (d) above could be granted;

g) That only activities that support project preparation and formulation would be eligible for
PFG funding, as per paragraph 32 of document AFB/PPRC.33/40.

(Decision B.42/37)

Il. The Project Formulation Grant Request

8. This addendum to the document, AFB/PPRC.36/38 “LLA Single Country Proposal for
Mongolia” includes a request for a Project Formulation Grant, requesting a budget of US$
150,000, which was received by the secretariat along with the concept-note for the project
AF00000509 “Healthy Homes, Resilient Communities: Enhancing Housing Safety and Climate
Resilience in Mongolian ger areas through Community Leadership”. This proposal was submitted
by United Nations Human Settlements Programme (UN-Habitat), which is a Multilateral
Implementing Entity of the Adaptation Fund, in time for consideration by the Adaptation Fund
Board at its forty-seventh Board meeting.

9. In accordance with Decision B.12/28, paragraph (b), the secretariat carried out an initial
review of the PFG request and found that the document provided detailed information on the use
of the requested funds. The proposed activities were aligned with the goal of the project. The
$150,000 Project Formulation Grant (PFG) will support will support the strengthening of the
climate rationale and project design; assessment and prioritization of target areas through
localized vulnerability, climate, housing and climate-health analyses; stakeholder consultations
and co-design of community-level governance, financing and accountability mechanisms;
development of the results framework, monitoring and evaluation framework, risk matrix, budget
and implementation arrangements; integration of environmental and social safeguards and
gender-responsive measures; and preparation of a fully developed proposal.

10.  Therefore, the PPRC may want to consider and recommend to the Board to approve the
PFG Request, provided that the related concept note proposal is endorsed.
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Revised PFG Submission Form!

Project Formulation Grant (PFG)

Submission Date: 29 May 2026

Adaptation Fund Project ID:

Country/ies: Mongolia

Title of Project/Programme: Healthy Homes, Resilient Communities: Enhancing Housing Safety and
Climate Resilience in Mongolian ger areas through Community Leadership

Type of IE (NIE/RIE/MIE): MIE

Implementing Entity: United Nations Human Settlement Programme (UN-Habitat)

Executing Entity/ies: Development Solutions Eeeal NGO

— e O Loenl 2100

A. Project Preparation Timeframe

Start date of PFG 1 November 2026
Completion date of PFG 31 January 2027

B. Proposed Project Preparation Activities ($)

The requested Project Formulation Grant (PFG) of USD 150,000 will support the preparation of a technically
robust and policy-compliant full proposal under the Adaptation Fund's Locally Led Adaptation (LLA)
funding modality. Building on the proven People's Process methodology, the PFG will finance the technical
analyses, assessments, consultations, and proposal development activities required to strengthen the climate
rationale, refine project design, establish evidence-based targeting, and ensure compliance with the
Adaptation Fund's Environmental and Social Policy, Gender Policy, and Results Framework. A key focus of
the PFG will be to address evidence gaps identified during the Concept Note review, including localized
climate risks in ger areas, housing-climate vulnerabilities, and climate-health impact pathways. The PFG
will also support assessment and prioritization of target ger areas, refinement of adaptation interventions,
and development of implementation and governance arrangements for the full proposal.

List of Proposed Output of the PFG USS$ Amount Budget note?
Project Preparation Activities
Activities
1. Technical Refined and quantified 60,000 | Delivered through
Strengthening and climate rationale; engagement of international

! As presented in AFB/PPRC.33/40 Annex 1.
2 The proposal should include a detailed budget with budget notes indicating the break- down of costs at the activity level. It should
also include a budget on the Implementing Entity management fee use.
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Refinement of Project
Design and Results
Framework

strengthened and
elaborated project
components and
outputs; aligned results
framework; detailed
log-frame, M&E
framework, risk matrix,
governance and
financial flow
arrangements; activity-
based budget

and national experts. Covers
technical inputs to
strengthen and refine the
Concept Note design, align
with AF Results Framework,
operationalize LLA
governance arrangements,
ensure compliance with
Environmental & Social and
Gender policies, and prepare
a detailed disaggregated
budget.

Targeted supplementary
data collection and
localized vulnerability
validation

Consolidated climate
exposure data; sample-
based housing
vulnerability analysis;
validated cost
benchmarks; refined
targeting criteria to
support transparent
local prioritization

28,000

Covers short-term
technical inputs, localized
data collection support,
analysis, and
documentation necessary
to meet Adaptation Fund
appraisal standards.

LLA-focused stakeholder
consultations and co-
design workshops in
selected ger areas

Documented validation
of locally identified
adaptation priorities;
refined beneficiary
selection criteria; co-
designed community-
level decision-making
and accountability

32,000

Covers facilitation,
documentation,
translation, logistics, and
travel necessary to
conduct structured
consultations in selected
ger areas and at national
coordination level.

mechanisms
Full proposal drafting, Complete Adaptation 18,000 | Covers drafting time,
consolidation, internal Fund full proposal consolidation meetings,
review, and submission package ready for technical editing, internal

preparation

submission, including
narrative sections, log-
frame, M&E
framework, detailed
budget, risk matrix, ESS
screening, gender-
responsive measures,
and annexes

review, and final
formatting to ensure that
the proposal is coherent,
internally consistent, and
fully compliant with
Adaptation Fund appraisal
standards.

Sub-Total

138,000

Implementing Entity’s
Management Fee (8.5%)

Oversight, quality
assurance, technical
supervision,
coordination with
executing entities, and
compliance review

12,000

Covers oversight, technical
quality assurance, fiduciary
supervision, and
coordination throughout the
proposal development
process.
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throughout proposal
development process

Total Project 150,000
Formulation Grant

Please describe below each of the PFG activities and provide justifications for their need and for the amount

of funding required:

1. Technical Strengthening and Refinement of Project Design and Results Framework:
This activity will be delivered through the engagement of an international climate adaptation
and Adaptation Fund proposal specialist and national experts in urban resilience, housing, and
Locally Led Adaptation (LLA). Building on the approved Concept Note, the experts will:

o Strengthen and quantify the climate rationale affecting targeted ger areas, including
extreme cold exposure, flooding, soil instability, and climate-related health
vulnerabilities

o Refine and elaborate the existing project components, outputs, and activities to meet
full proposal requirements

e Align and expand the results framework with measurable indicators consistent with the
Adaptation Fund Results Framework

o Elaborate governance and financing arrangements that operationalize Locally Led

Adaptation principles

e Prepare a comprehensive log-frame, monitoring and evaluation framework, and risk
matrix

e Ensure full compliance with the Adaptation Fund Environmental and Social Policy and
Gender Policy

o Develop a detailed, disaggregated, and activity-based budget.
The requested funding covers the technical expertise required to strengthen, refine, and fully align
the Concept Note design with Adaptation Fund appraisal standards and LLA requirements.

2. Targeted Supplementary Data Collection and Technical Validation: This activity will strengthen
the evidence base of the full proposal and address key gaps identified during the Concept Note
review. It will support:
» Assessment and prioritization of candidate ger areas based on climate risks,
vulnerabilities, adaptive capacity, and community readiness
« Validation of localized climate and microclimate risks affecting ger settlements
+ Assessment of housing vulnerabilities and climate-health risks in selected
representative areas
» Sample-based collection and analysis of household and community-level data to
support project design and targeting
» Consolidation and validation of climate, housing, health, and socio-economic evidence
from local and secondary sources; and
* Refinement of adaptation measures, targeting criteria, and investment priorities.
These activities will strengthen the climate rationale, targeting approach, and implementation
design of the full proposal while ensuring alignment with Locally Led Adaptation principles.
3. LLA-Focused Stakeholder Consultations and Co-Design: Structured stakeholder consultations
will be conducted to validate and refine the project design in accordance with Locally Led
Adaptation (LLA) principles. These consultations will apply participatory methods to ensure that
local actors directly inform adaptation priorities and governance arrangements. The consultations
will:
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o Validate locally identified climate risks and adaptation needs

e Refine beneficiary selection and resource allocation criteria

e Co-design community-level validation, oversight, and accountability mechanisms

o Confirm institutional roles and coordination arrangements
These activities ensure that the full proposal embeds transparent, community-informed
prioritization and clearly articulated devolved decision-making structures. The requested funding
will cover facilitation, documentation, translation, logistics, and travel necessary to conduct
structured consultations in selected ger areas and at national coordination level.

4. Full Proposal Drafting, Consolidation, and Finalization: Building on expert inputs, validated
data, and stakeholder consultations, this activity will support the structured drafting,
consolidation, and finalization of the full project proposal in accordance with the Adaptation Fund
template and submission requirements. This includes:

o Completion of all narrative sections of the full proposal

o Finalization of the detailed log-frame and monitoring and evaluation framework

o Integration of Environmental and Social screening documentation and gender-responsive

measures

o Development of risk management, sustainability, and implementation arrangements

e Technical review, quality assurance, and submission preparation.
The requested funding covers drafting time, consolidation meetings, technical editing, internal
review, and final formatting to ensure that the proposal is coherent, internally consistent, and fully
compliant with Adaptation Fund appraisal standards.

5. Implementing Entity Management Fee: The Implementing Entity (IE) management fee will
cover oversight, technical quality assurance, fiduciary supervision, and coordination throughout
the proposal development process. This includes review of consultant deliverables, verification of
compliance with the Adaptation Fund Environmental and Social Policy and Gender Policy,
validation of financial and results frameworks, and coordination with executing entities and
national stakeholders. The management fee ensures that the full proposal meets Adaptation Fund
technical, fiduciary, and procedural requirements prior to submission.

For LLA Projects only: Ifrequesting additional funding for LLA projects to enable devolving decision
making to the local level, please specify the activities that would directly serve to enable devolving
decision making to the lowest appropriate level and enable local actors to make informed decisions on how
adaptation actions are defined, prioritized, designed, and implemented:

The Project Formulation Grant will support targeted activities that directly enable devolved
decision-making and strengthen the integration of Locally Led Adaptation (LLA) principles into
the full project proposal. These include:

1. Participatory validation of local adaptation priorities in selected ger areas to confirm
climate risks, vulnerability profiles, and proposed adaptation measures.

2. Co-design of community-level governance and financing mechanisms, including
transparent beneficiary selection criteria, community validation processes, and
accountability channels.

3. Strengthening the local evidence base through supplementary data validation to support
transparent and locally informed prioritization of adaptation investments.

Please provide justifications for their need and for the amount of additional funding required:
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These formulation-stage activities ensure that local actors meaningfully influence the selection of
target area, definition, prioritization, and structuring of adaptation actions within the full proposal.
By embedding participatory validation, governance co-design, and locally grounded evidence into
the proposal development process, the PFG strengthens alignment with the Adaptation Fund’s

LLA principles and enhances the transparency, equity, and sustainability of the proposed

intervention.

C. Implementing Entity

This request has been prepared in accordance with the Adaptation Fund Board’s procedures and meets the

Adaptation Fund’s criteria for project identification and formulation

Implementing
Entity Signature Date Project | Telephone Email
Coordinator, (Month, Contact Address
IE Name day, year) | Person
Raf Tuts / February Oddy (81-92) | odicea.angelobarrios]
#/;9 /,l, WA 9, 2026 Angelo 724-7121 @un.org
AT Barrios
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MONGOLIA
MINISTRY OF ENVIRONMENT
AND CLIMATE CHANGE

G corp, Government Building 2
Chingeltei District, Ulaanbaatar 15160, MONGOLIA
Tel: (976-51) 26 61 71, E-mail: contact@met.gov.mn,
Website: www.mecc.gov.mn

Date 2/ g s ZgE_L
Ref. JSQ/_ 70 5,____

TO: THE ADAPTATION FUND BOARD

C/O ADAPTATION FUND BOARD SECRETARIAT
EMAIL: SECRETARIAT@ADAPTATION-FUND.ORG
FAX: +1 202 522 3240/3245

Letter of Endorsement by Government

Subject: Endorsement of the Concept Note “Healthy Homes, Resilient Communities:
Enhancing Housing Safety and Climate Resilience in Mongolian Ger Areas through
Community Leadership”

In my capacity as the Designated Authority for the Adaptation Fund in Mongolia, | am
pleased to formally endorse the concept note entitled “Healthy Homes, Resilient
Communities: Enhancing Housing Safety and Climate Resilience in Mongolian Ger
Areas through Community Leadership”, developed by the United Nations Human
Settlements Programme (UN-Habitat) in consultation with relevant government
institutions including the Ministry of Environment and Climate Change, local authorities,
technical partners, and community stakeholders.

The proposed initiative addresses the increasing climate vulnerabilities of Mongolia’'s
ger-area residents through a locally led adaptation approach. The project will strengthen
the resilience of vulnerable households and communities by supporting climate-resilient
housing improvements, safer heating and sanitation systems, workforce skills
development, and strengthened local capacity for climate adaptation.

The Guvernment of Mongolia recognizes the importance of community-led climate
adaptation and the need to address climate risks at the household and neighbourhood
levels. The proposed project will:

« Strengthen the climate resilience of housing and basic services in vulnerable ger
settlements;

« Reduce exposure to climate-sensitive health risks associated with extreme cold,
flooding, poor air quality, and inadequate sanitation;

« Empower local communities through participatory planning, decision-making, and
implementation mechanisms;

o Build local technical capacity for climate-resilient construction and adaptation
measures; and
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« Contribute to the implementation of Mongolia's National Adaptation Plan (NAP)
and Nationally Determined Contributions (NDCs).

Accordingly, | confirm that the proposed concept note is consistent with Mongolia's
national climate adaptation priorities and development objectives. | am pleased to
endorse its submission to the Adaptation Fund under the lLocally Led Adaptation
Funding Window,

Yours sincerely,
)‘}

ARIUNTUYA DORJSUREN

DIRECTOR GENERAL

INTERNATIONAL COOPERATION DIVISION
PRIMARY CONTACT POINT FOR

THE DESIGNATED AUTHORITY OF MONGOLIA
TO THE ADAPTATION FUND
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