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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;

() 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/orogramme 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”.

Project Formulation Support for Large Innovation Projects

7. At its thirty-sixth meeting, the Board considered the document AFB/PPRC.27/28,
Programme on Innovation: Operationalization of Large Grants for Innovation, which stipulates the
project formulation support for single country and regional large innovation
projects/ programmes as follows:

“National implementing entities (NIEs) that are at the concept development stage of the
Fund’s project cycle process have the option to request a project formulation grant
(PFG) up to a maximum of US$ 30,000 per project together with their submission of the
project concept to the Board. PFGs can support project formulation activities, including
among others feasibility studies or consultations. A PFG could only be awarded when a
project concept has been presented to and endorsed by the Board. The template for a
Request for Project Formulation Grant (PFG) is available under Project Proposal
Materials. To complement the PFGs and support the undertaking of specialist technical
assessments during project preparation and design, the Board has also made

available Project Formulation Assistance (PFA) grants under the Readiness Programme,
up to a maximum of US$ 20,000 per project, which are also available to NIEs that apply
for innovation large grants. PFGs would be funded from the provision dedicated to the
Large Grants for Innovation whereas PFAs would be financed outside the provision. For
a project for which PFG funding is sought, the total amount of funding inclusive of PFG
(but not PFA) cannot exceed US$ 5 million.

Regional and multilateral implementing entities (RIEs and MIEs) that are at the concept
development stage of the Fund’s project cycle process have the option to request a PFG
up to a maximum of US$ 30,000 per project together with their submission of

the regional project concept to the Board.”

8. Following the discussion, the Board decided:

(@) To approve the Innovation Large Grant Project Proposal template, the Review
Criteria template and the |Instructions for Preparing a Proposal for


https://www.adaptation-fund.org/apply-funding/project-funding/project-proposal-materials/
https://www.adaptation-fund.org/apply-funding/project-funding/project-proposal-materials/
https://www.adaptation-fund.org/readiness/readiness-grants/project-formulation-assistance-grants/

AFB/PPRC.38/44/Add.1

Innovation Large Grants, as described in annexes I, Ill and IV to document
AFB/PPRC.27/28;

(b)  To launch the request for proposals so that submissions of Innovation Large Grants
proposals are invited to be considered as early as the thirty-seventh meeting of the Board.

(Decision B.36/24)

9. In its thirty-seventh meeting, the Board decided to raise the maximum of individual project
formulation grants available to national implementing entities:

(d) To raise the maximum amount of individual project formulation grants available to
national implementing entities to US$ 50,000

(Decision B.37/1 (d))

37. At its forty-second meeting the Adaptation Fund Board decided:

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

(b) 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;

(c) 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;

(d) 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;

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

(e) 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;

(g9) 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

10.  This addendum to the document AFB/PPRC.38/44 “Proposal for large innovation project
for Bhutan” 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 large
innovation project titled “Climate-Resilient Wildfire Prevention and Adaptive Landscape
Management in Bhutan”. This proposal was submitted by United Nations Development
Programme (UNDP), 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.

11. 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 which include field site assessments, various workshops such as No Fire
Credits mechanism design workshop, and gender-responsive consultation sessions. The
proposed activities were aligned with the goal of the project and would develop the project
proposal and stakeholder consultations.

12.  Therefore, the PPRC may want to consider and recommend to the Board to approve the
PFG Request, provided that the related concept proposal is endorsed.
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Revised PFG Submission Form' (additions in red)

Project Formulation Grant (PFG)

Submission Date:

Adaptation Fund Project ID:

Country: Bhutan

Title of Project/Programme: Climate-Resilient Wildfire Prevention and Adaptive Landscape
Management in Bhutan

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

Implementing Entity: United Nations Development Programme (UNDP)

Executing Entity/ies: United Nations Development Programme (UNDP)

A. Project Preparation Timeframe

Start date of PFG November 2026

Completion date of PFG October 2027

B. Proposed Project Preparation Activities ($)

List of Proposed Output of the PFG USS Budget note’
Activities Amount
Project Preparation
Activities

Consultancies and | Full Project Proposal $80,000 1) Consulting firm will engage five

contracts to develop | with SESP specialists across 157 working days:

program and/or project | assessment - International Team Leader/AF

options. development Innovation Window Specialist
Wildfire Risk and - National SESP Expert;
Landscape - International Economist/ESV
Assessment, ’ Expert;
including - National Expert based in Bhutan;

" 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.



establishment of
baselines and
measurable outcome
targets for  key
adaptation benefits,
Ecosystem Services
Valuation and
Economic Analysis

- International Wildfire and
Landscape Management Expert.
The consultancy will support
preparation of the full proposal,
including the establishment of
baselines and measurable outcome
targets for key adaptation benefits.
This will include stakeholder
consultations, field visits, collection
and analysis of relevant baseline
data and development of
appropriate methodologies,
indicators and targets for measuring
changes in wildfire risk and
resilience, ecosystem and landscape
resilience, community preparedness
and other key adaptation outcomes.

Total: USD 80,000

Travel costs for experts, | Field site | $23,248 2) Travel

when  required,  for | assessments — Field site  assessments  and

consultations and | Thimphu, Paro, Haa, community consultations across

discussions with | Mongar, Trashigang eleven gewogs for taskforce

interested  parties and | dzongkhags member, relevant sectors and other

stakeholders, and local Community officials (including DSA and fuel)

participation as needed in | ., ocultations — 11

project design. priority gewogs Total: USD 23,248

Local consultations, National Inception $35,001 3) Supplies

and/or  workshops  to | Workshop Supplies for workshop and

discuss  the  specific | National Validation consultations

project and program ideas Workshop Total: USD 2,500

(including translation into Dzongkhag-level

local . languages, stakeholder 4) Audio Visual & Print Prod Cost

preparation of workshops 5 Printing and production of

background papers, etc). d kh . .

zongkhags) workshop materials, community

Community co- engagement toolkits, consultation
design sessions (11 summaries, participatory mapping
gewogs) materials and workshop
No Fire Credits documentation

mechanism  design
workshop
Gender-responsive
consultation sessions
Quarterly technical
review meetings

Total: USD 1,000

5) Training, Workshops and
Conferences:

- 1 National Inception Workshop
$2,000

- 1 National Validation Workshop
$4,320




- 5 Dzongkhag workshops (Mongar,
Trashigang, Thimphu, Paro, Haa):
$6,475

- 11 Community consultations /
gewog level: $7,425

- 5 Sector-specific consultations:
$4,500

- 1 No Fire Credits design
workshop: $1,320

- 3 Gender consultation sessions:
$2,550

- 3 Quarterly technical review
meetings: $1,530

- Miscellaneous meeting costs =
$1,381

Total: USD 31,501

Subtotal | $138,249

Implementing Entity's Management Fee | $ 11,751
(8.5%) %

Total Project Formulation Grant | $150,000

The following section provides justification for the need for each proposed project formulation activity and the amount
of funding requested, in accordance with AF PFG guidelines.

1. Consultancies and Contracts — Consulting Firm

The preparation of a Full Project Proposal for the Adaptation Fund Innovation Window is a technically
complex, multi-disciplinary undertaking that requires specialist expertise not available within UNDP
Bhutan's existing staffing. The AF Innovation Window has specific and exacting requirements for innovation
evidence, scalability assessment, Theory of Change development, results-based management, Social and
Environmental Screening (SESP/ESMF), ecosystem services valuation and economic analysis that cannot
be met without dedicated technical capacity. The Wildfire Risk and Landscape Assessment requires
international expertise in Fire Weather Index (FWI) methodology, remote sensing analysis and fire-smart
landscape management specific to Himalayan mountain ecosystems. The No Fire — Credits to the
Community mechanism requires specialist economic and financial design expertise in performance-based
payment and results-based financing. A national expert is essential to bridge the international team with
DoFPS, NCHM, DLGDM and community stakeholders, conduct consultations in Dzongkha, and ensure
national context, institutional arrangements and co-financing commitments are accurately reflected in the
proposal.

The consulting firm will be engaged to deliver the Full Project Proposal and all mandatory annexes. The
USD 80,000 budget reflects 157 days of specialist expertise across five profiles: an International Team



Leader/AF Innovation Window Specialist to lead proposal drafting and ensure compliance with AF
Innovation Window requirements; a National SESP Expert to complete the full UNDP SESP, ESMF and
safeguard instruments; an International Economist/ESV Expert to update the ecosystem services valuation,
benefit-cost ratio analysis and design the No Fire Credits financial framework; a National Expert (Bhutan)
to lead stakeholder consultations, compile baseline analysis and coordinate with government counterparts;
and an International Wildfire and Landscape Management Expert to conduct the wildfire risk assessment
and design Component 2 interventions.

2. Local Consultations and Workshops

Meaningful stakeholder consultation is a mandatory requirement under both the Adaptation Fund
Environmental and Social Policy and UNDP Social and Environmental Standards. The project's target
landscapes span five dzongkhags and eleven priority gewogs across eastern and western Bhutan,
encompassing diverse wildfire-risk contexts, community forest institutions, ethnic minority communities
(including Brokpa in Trashigang) and gender-differentiated vulnerabilities. Effective participatory project
design requires in-person consultation at multiple levels — national, district and community — to validate
the project concept, co-design interventions, gather gender-disaggregated data, identify local adaptation
priorities, assess stakeholder capacities, develop the Stakeholder Engagement Plan, and ensure Free Prior
and Informed Consent (FPIC) processes are completed as required. The No Fire — Credits to the Community
mechanism specifically requires extensive pre-design community consultation to co-develop eligibility
criteria, benefit-sharing arrangements, verification protocols and governance structures with participating
Community Forest Groups. Sector-specific consultations with forestry, disaster risk reduction, climate,
gender and youth stakeholders are needed to ensure cross-sectoral coherence of the Full Project Proposal.

3. Travel, Field Site Assessments and Community Consultations

The project's target landscapes span five dzongkhags across eastern and western Bhutan, including remote
mountain areas in Mongar, Trashigang, Haa and the urban-wildland interface areas of Thimphu and Paro.
Field travel is essential for the consulting firm's site assessments, the government task force's participation
in consultations across all eleven gewogs, and UNDP programme officer oversight of formulation activities.
Bhutan's mountainous terrain and geographic distribution of the project landscapes make in-person field
visits unavoidable for the wildfire risk and landscape assessment, community consultations, participatory
mapping, FPIC consultations and validation of baseline data. Government task force members and sector
officials must travel to all eleven gewogs to represent national agencies in community consultations and
ensure government ownership of the formulation process.

4. Supplies for workshops
Stationery, materials and supplies for workshops and consultations
5. printing and audio-visual production costs

Workshop materials, community engagement toolkits and consultation summaries in English and Dzongkha

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 (Month, Project Telephone Email
day, year)
Coordinator, Contact Address
IE Name
Person
Robin Merlier August 2026 | Aishath Azza

Aishath.azza
@undp.org
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Ministry of Finance
Royal Government of Bhutan
Department of Macro-Fiscal and Development Finance

MoF/DMDF/DCDMD/AF_LIG/UNDP/2025-2026/2976 June 23, 2026

To:
The Adaptation Fund Board
c/o Adaptation Fund Board Secretariat
Email: Secretariat@Adaptation-Fund.org
Fax: 202 522 3240/5

Subject: Endorsement for Climate-Resilient Wildfire Prevention and Adaptive Landscape
Management in Bhutan

In my capacity as designated authority for the Adaptation Fund in Bhutan, I confirm that the above
national project proposal is in accordance with the government’s national priorities in
implementing adaptation activities to reduce adverse impacts of, and risks, posed by climate
change in the country.

Accordingly, I am pleased to endorse the above project proposal with support from the Adaptation
Fund. If approved, the project will be implemented by United Nations Development Programme

and executed by Ministry of Energy and Natural Resources.

Thanking you.

Yours Sincerely,

Director General/Designated Authority of Bhutan to the Adaptation Fund
Copy to:

1. Director, Department of Forests and Park Services, Ministry of Energy and Natural
Resources for kind information.

2. Resident Representative, United Nations Development Programme (UNDP), Thimphu
for kind information and support.

Thimphu, Bhutan. Post Box No. 117, www.mof . gov.bt
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