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PART I: PROJECT INFORMATION

Project Title: Capacity Building for Azerbaijan to meet the requirements of enhanced transparency
framework of the Paris agreement
Country(ies): Azerbaijan GEF Project ID:* 10043
GEF Agency(ies): UN Environment (select)  (select) GEF Agency Project ID: | 01637
Other Executing Ministry of Ecology and Natural Resubmission Date: May 30, 2018
Partner(s): Resources
GEF Focal Area(s): Climate Change Project Duration 36
(Months)
Integrated Approach IAP-Cities [_] 1AP-Commodities [ ] IAP-Food Corporate Program: SGP
Pilot Security [ ]
Name of parent program: | [if applicable] | Agency Fee ($) | 123,310
A. INDICATIVE FOCAL AREA STRATEGY FRAMEWORK AND OTHER PROGRAM STRATEGIES?
(in$)
Objectives/Programs (Focal Areas, Integrated Approach Pilot, | Trust Fund GEF Co-
Corporate Programs) Project | financing
Financing
CBIT CBIT 1,298,000 350,000
Total Project Cost 1,298,000 350,000

B. INDICATIVE PROJECT DESCRIPTION SUMMARY

1

Project Objective: To strengthen institutional and human capacities in Azerbaijan to meet the reporting
requirements of the enhanced transparency framework of the Paris Agreement

Azerbaijan’s
enabling

capacity for

Paris

environment and

implementing the

institutional capacity
to report and monitor
progress of the
implementation of
the country’s
Nationally

national policies and
legal frameworks for
the implementation of
the Paris Agreement’s
transparency framework
developed

Financ (in $)
Project ing Project Outcomes Project Outputs Trust GEF (.:0' .
Components Type? Fund Project | financin
Financing | ¢
1. Strengthening | TA 1.1 Enhanced 1.1.1 Review of current | CBIT 70,000 30,000

Project ID number will be assigned by GEFSEC and to be entered by Agency in subsequent document submissions.

2 When completing Table A, refer to the excerpts on GEF 6 Results Frameworks for GETF, LDCF and SCCF and CBIT guidelines.

3 Financing type can be either investment or technical assistance.



http://www.thegef.org/gef/home
https://www.thegef.org/gef/sites/thegef.org/files/documents/document/GEF6%20Results%20Framework%20for%20GEFTF%20and%20LDCF.SCCF_.pdf
https://www.thegef.org/gef/sites/thegef.org/files/documents/document/GEF6%20Results%20Framework%20for%20GEFTF%20and%20LDCF.SCCF_.pdf
https://www.thegef.org/gef/sites/thegef.org/files/documents/EN_GEF.C.50.05_CBIT_TF_Establishment_0.pdf

Agreement’s
transparency
framework

Determined
Contributions

1.1.2 National
coordination
mechanism to enhance
transparency in
implementation of the
Paris Agreement
established

CBIT

150,000

30,000

1.1.3 National system
for tracking progress of
the implementation of
Azerbaijan’s Nationally
Determined
Contributions
developed

CBIT

340,000

40,000

1.1.4 Training
programme on
enhanced transparency
processes provided

CBIT

200,000

50,000

1.1.5 Knowledge-
sharing and
coordination
mechanism with the
CBIT Global
Coordination Platform
established

CBIT

50,000

50,000

2.Developing a
strategy to secure
financial
resources for the
implementation
of the country’s
Nationally
Determined
Contributions,
including an
implementation
tracking system

TA

2.1 Enhanced

institutional capacity
to identify sources of
funding and to track

financial support

2.1.1 Financial strategy
outlining means to
identify sources of
funding needed, and to
track financial support
received, developed

CBIT

120,000

2.1.2 Training
programme on
identifying sources of
funding and tracking
financial support
processes provided

CBIT

250,000

100,000

Subtotal

1,180,000

300,000

Project Management Cost (PMC)*

CBIT

118,000

50,000

Total Project Cost

1,298,000

350,000

For multi-trust fund projects, provide the total amount of PMC in Table B, and indicate the split of PMC among

the different trust funds here: (

)

4 For GEF Project Financing up to $2 million, PMC could be up t010% of the subtotal; above $2 million, PMC could be up to 5% of the subtotal.
PMC should be charged proportionately to focal areas based on focal area project financing amount in Table D below.




C. INDICATIVE SOURCES OF CO-FINANCING FOR THE PROJECT BY NAME AND BY TYPE, IF AVAILABLE

SO:CJ_FCES of Co- Name of Co-financier Type of Co- Amount (3$)

inancing financing

Recipient government Ministry of Ecology and Natural In-Kind 350,000
Resources

Total Co-financing 350,000

D. INDICATIVE TRUST FUND RESOURCES REQUESTED BY AGENCY(IES), COUNTRY(IES), FOCAL AREA AND THE
PROGRAMMING OF FUNDS &

(in$)
GEF | Trust Country/ Focal Area Programming P(l?oEcht Agency Total
Agency | Fund | Regional/ Global of Funds "TOJ& Fee _
Financing n | (c)=atb
(@) (b)
UNEP | CBIT | Azerbaijan Climate 1,298,000 | 123,310 | 1,421,310
Change
Total GEF Resources 1,298,000 | 123,310 | 1,421,310

a) Refer to the Fee Policy for GEF Partner Agencies.

E. PROJECT PREPARATION GRANT (PPG)®
Is Project Preparation Grant requested? Yes X] No [_] If no, skip item E.

PPG AMOUNT REQUESTED BY AGENCY(IES), TRUST FUND, COUNTRY(IES) AND THE PROGRAMMING OF FUNDS

Project Preparation Grant amount requested: $45,000

PPG Agency Fee: 4,275

(in$)
AC\;E:]:C Trust Country/ Focal A Programming Agenc
Fund Regional/Global ocal Area of Funds y Total
y PPG (a) Fee® |c=a+b
(b)
UNEP | CBIT | Azerbaijan Climate Change 45,000 4275 | 49,275
Total PPG Amount 45,000 | 4,275 | 49,275
F. PROJECT’S TARGET CONTRIBUTIONS TO GLOBAL ENVIRONMENTAL BENEFITS’
Provide the expected project targets as appropriate.
Corporate Results Replenishment Targets Project Targets
1. Maintain globally significant Improved management of landscapes and Hectares
biodiversity and the ecosystem goods seascapes covering 300 million hectares
and services that it provides to society
2. Sustainable land management in 120 million hectares under sustainable land Hectares
production systems (agriculture, management
rangelands, and forest landscapes)

5 PPG requested amount is determined by the size of the GEF Project Financing (PF) as follows: Up to $50k for PF up to$2m (for MSP); up
to $100k for PF up to $3m; $150k for PF up to $6m; $200k for PF up to $10m; and $300k for PF above $10m. On an exceptional basis, PPG

amount may differ upon detailed discussion and justification with the GEFSEC.
6 PPG fee percentage follows the percentage of the Agency fee over the GEF Project Financing amount requested.

7 Provide those indicator values in this table to the extent applicable to your proposed project. Progress in programming against these targets
for the projects per the Corporate Results Framework in the GEF-6 Programming Directions, will be aggregated and reported during mid-
term and at the conclusion of the replenishment period. There is no need to complete this table for climate adaptation projects financed

solely through LDCF, SCCF

or CBIT.



http://www.thegef.org/gef/policy/co-financing
http://www.thegef.org/gef/sites/thegef.org/files/documents/document/gef-fee-policy.pdf
http://www.thegef.org/gef/sites/thegef.org/files/documents/GEF.C.46.07.Rev_.01_Summary_of_the_Negotiations_of_the_Sixth_Replenishment_of_the_GEF_Trust_Fund_May_22_2014.pdf

3. Promotion of collective management

of transboundary water systems and
implementation of the full range of
policy, legal, and institutional reforms
and investments contributing to
sustainable use and maintenance of
ecosystem services

Water-food-ecosystems security and
conjunctive management of surface and
groundwater in at least 10 freshwater basins;

Number of
freshwater basins

20% of globally over-exploited fisheries (by
volume) moved to more sustainable levels

Percent of
fisheries, by volume

4. Support to transformational shifts 750 million tons of CO, mitigated (include metric tons
towards a low-emission and resilient both direct and indirect)
development path

. Increase in phase-out, disposal and Disposal of 80,000 tons of POPs (PCB, metric tons
reduction of releases of POPs, ODS, obsolete pesticides)
mercury and other chemicals of global | Reduction of 1000 tons of Mercury metric tons
concern Phase-out of 303.44 tons of ODP (HCFC) ODP tons

. Enhance capacity of countries to Development and sectoral planning Number of
implement MEAs (multilateral frameworks integrate measurable targets Countries:
environmental agreements) and drawn from the MEAs in at least 10
mainstream into national and sub- countries
national policy, planning financial and | Functional environmental information Number of
legal frameworks systems are established to support decision- | Countries: 1

making in at least 10 countries




PART Il: PROJECT JUSTIFICATION

1. Project Description. Briefly describe: 1) the global environmental and/or adaptation problems, root causes and
barriers that need to be addressed; 2) the baseline scenario or any associated baseline projects, 3) the proposed
alternative scenario, GEF focal area® strategies, with a brief description of expected outcomes and components of the
project, 4) incremental/additional cost reasoning and expected contributions from the baseline, the GEFTF, LDCF,
SCCF, CBIT and co-financing; 5) global environmental benefits (GEFTF) and/or adaptation benefits (LDCF/SCCF);
and 6) innovation, sustainability and potential for scaling up.

1) The global environmental and/or adaptation problems, root causes and barriers that need to be addressed

Climate change represents an urgent and existential threat to humanity. All countries need to increase the ambition
with which they act to mitigate their greenhouse gas (GHG) emissions and adapt to the anticipated impacts of climate
change to secure the future livelihoods of their citizens. With this intention, in 2015, nations of the world gathered in
Paris to reach a global consensus on the urgent need to reduce GHG emissions and to set national economies on a
low-carbon development path.

As a developing country, the Republic of Azerbaijan also considers climate change as one of the most difficult
environmental challenges and supports international cooperation on this issue. The country has ratified the Paris
Agreement in January 2017 and has begun to fulfil the obligations outlined in its Intended Nationally Determined
Contribution (INDC). The country considers that compliance with its mitigation commitments has to be considered
against the following background:

e the country’s national circumstances;

o the fundamental principles of the Convention, especially the “common but differentiated responsibilities
and respective capabilities” of the various Parties to the United Nations Framework Convention on
Climate Change;

¢ the leading role and provision of financial, technology and capacity building assistance by developed
countries.

The Republic of Azerbaijan (a non-Annex | Party to the Convention) has implemented a number of measures to
mitigate the impact of climate change and will continue in this direction. The use of renewable energy sources, the
deployment of more efficient energy technologies, the use of gas instead of fuel oil in thermal power stations, the
restoration of forests and the establishment of new forest areas, and the improvement of waste management practices
are key examples of the country’s commitment to climate change mitigation.

Along with contributing to the global effort to combat global warming and reduce ecosystem vulnerability, Azerbaijan
is promoting a shift toward a so-called ‘green economy paradigm’ based on the principles of sustainable development.
Azerbaijan is also pursuing cooperative efforts aimed at mobilizing investments to support climate change mitigation.

Based on Azerbaijan's first Biennial Update Report (BUR) (and, specifically, the needs and gaps identified through
the International Consultation and Analysis (ICA) process for Azerbaijan's first BUR via the technical analysis and
the facilitative sharing of views), its third National Communication, the country’s INDC, as well as on-going national-
level processes, such as the formation of working group on adaptation planning, and the establishment of a working
commission to develop a low-carbon development strategy, it is clear that the country faces many gaps and barriers
to address climate change. Key areas for improvement include:

Strengthening institutional arrangements for the preparation of the national GHG inventory;
Development of a data management system for tracking and archiving inventory data;

Development and application of methodologies to prepare emission scenarios and projections;
Improvement of the national coordination mechanism for implementing the Paris Agreement, including
its transparency mechanism.

8 For biodiversity projects, in addition to explaining the project’s consistency with the biodiversity focal area strategy, objectives
and programs, please also describe which Aichi Target(s) the project will directly contribute to achieving.


http://www.thegef.org/gef/policy/incremental_costs
http://www.thegef.org/gef/node/1325
http://www.thegef.org/gef/policy/co-financing
http://www.thegef.org/gef/GEB
http://www.thegef.org/gef/sites/thegef.org/files/documents/GEF.R.5.12.Rev_.1.pdf
http://www.thegef.org/gef/content/did-you-know-%E2%80%A6-convention-biological-diversity-has-agreed-20-targets-aka-aichi-targets-achie

e Development of a national tracking system as part of the approach to implement the country’s Nationally
Determined Contribution;

¢ Integration of low-carbon and adaptation strategies into sectoral policies;

e Strengthening of the human, institutional and financial capacities required to conduct vulnerability
assessments.

The current project will address the main capacity-building needs identified by the technical analysis of Azerbaijan’s
first BUR, which was undertaken in 2016. Specifically, the project will build national capacities with a view to
strengthening the institutional arrangements and enhancing the level of knowledge of experts, mainly related to
monitoring the implementation of mitigation actions and associated results. This project will establish a tracking
system to support reliable domestic Monitoring, Reporting and Verification (MRV) arrangements, including
performance indicators for mitigation policies, programmes and actions. It will ensure that experts of the relevant
organizations responsible for the implementation of the intended measures have the necessary knowledge of and skills
in the new applied technologies, tools and processes. The current project also aims to enhance the institutional capacity
for tracking financial support received and identifying additional sources of funding. All knowledge and lessons
learned will be communicated globally through the CBIT Global Coordination Platform. The diagram in section 2
below shows the current institutional arrangement for the transparency framework and proposed Capacity Building
Initiative for Transparency (CBIT) support.

2) The baseline scenario or any associated baseline projects.

The Republic of Azerbaijan ratified the United Nations Framework Convention on Climate Change (UNFCCC) in
1995. Since the ratification of the UNFCCC, the country has adopted and implemented several national strategies and
sectoral policies aimed at reducing GHG emissions and safeguarding the country from the impacts of climate change.
The country established the State Commission on Climate Change in 1997, ratified the Kyoto Protocol in 2000, and
ratified the Doha Amendment on April 14, 2015. To improve the coordination of climate change policy and related
issues, a Climate Change Centre was established in 2000 within the Hydrometeorology Department of the Ministry
of Ecology and Natural Resources.

- The baseline scenario of the country institutional capacity to track the NDC implementation
progress/Paris Transparency framework

The Republic of Azerbaijan has highlighted the importance of climate change related issues in its national
development strategy document, “Azerbaijan 2020: Vision to Future”, which defines the country’s national priorities
until 2020. The president’s 2012 economic strategy in Azerbaijan 2020, explains that Azerbaijan plans to decrease
carbon intensity to Organization for Economic Cooperation and Development (OECD) levels by the end of the decade.
For instance, in the section dedicated to environmental issues, the strategy document states that:

"During the period covered by the concept, it is planned to bring the amount of energy used for the production of one
unit of GDP in Azerbaijan and the amount of carbon dioxide in line with the appropriate indicator of member
countries of the OECD, and this is important in terms of implementing the development goals of the millennium."

Along with this, in 2016, the government of Azerbaijan adopted strategic roadmaps on the main sectors of the economy
(including agricultural production and processing; heavy industry and engineering. These Strategic Roadmaps also
consider issues related to mitigation, low-carbon development and adaptation. The road maps include the following
overall objectives: (a) effective adaptation, (b) social development and (c) mitigation. Achievement of these objectives
will rely on efforts under way to strengthen the following issues: (1) governance and coordination, (2) capacity-
building, (3) science, technology and innovation, (4) finance, (5) international cooperation, (6) information,
communication and education, (7) monitoring and reporting.



Finalised in 2012, the Technology Needs Assessment (TNA) of Azerbaijan identified key technological needs for
adaptation and mitigation. The TNA report focused on the followings types of barriers: (1) economic/financial, (2)
policy/regulatory, (3) technology (4) environmental, and (5) capacity building and information. Following the
identified technological needs, a technology action plan (TAP) was subsequently developed.

During previous years a number of donor-funded projects related to climate change mitigation and adaptation in
Azerbaijan were implemented (e.g. EU, ADB, USAID, GIZ etc.). Most of projects provided capacity building on
institutional arrangement and training for respective national stakeholders mainly on use of assessment and inventory
methodologies. For example, ADB funded project focused on emission prognosis using LEAP modelling tool and
within the project it was provided emission prognosis till 2050 in energy and transport sectors only. Therefore, there
is needs to expand the capacity buildings to other sectors. Current CBIT project will incorporate lessons learnt from
all past and on-going donor-funded project in climate change area.

Against this background, the following main gaps and barriers to develop an MRV system were identified in the first
BUR and the latest National Communication:
e Capacity- limited awareness about the economic and environmental benefits of key cleaner energy
technologies.
e Social- the likely perception by many stakeholders that MRV is solely a control instrument by the
central authorities.
e Economic and financial- high investment costs, long payback periods, inappropriate financial
initiatives and low tariffs all hinder the cost-effectiveness of the MRV system.
e Technological- limited knowledge of new technologies and expertise in research institutions are
limiting factors when trying to set-up a robust and innovative MRV system.

The above addresses the 'significant' challenges Azerbaijan faces with respect to tracking progress towards its NDC
commitments.

Azerbaijan communicated its Intended Nationally Determined Contribution (INDC) to the UNFCCC Secretariat on
29th September, 2015 and submitted its first NDC on the 9" of January 2017. Both documents were developed by a
working group composed of all relevant state and non-state stakeholders and led by the Ministry of Ecology and
Natural Resources. The country set an ambitious 35% GHG emission reduction target below 1990 levels.

The Government of Azerbaijan submitted its First, Second and Third National Communications in 2001, 2010 and
2016 respectively. In addition to the National Communications, Azerbaijan also submitted its First Biennial Update
Report (FBUR) on 31st March, 2015. At present, efforts to prepare the Fourth National Communication (FNC) and
Second Biennial Update Report (SBUR) are underway with the support of United Nations Development
Programme (UNDP).

Gaps identified during the preparations of the First BUR, 3NC and INDC have been prioritized by the government
and, in this regard, the Cabinet of Ministers of Azerbaijan leads the process of creating working groups on low-carbon
development strategy and on adaptation planning, which are tasked to identify relevant follow up actions. These
working groups include representatives from all relevant state ministries and agencies. Each from its own perspective,
the various members of the working groups are interested in the opportunities offered by existing financial
mechanisms, with a view of fulfilling the identified national needs in the area of climate change.

Azerbaijan’s most significant challenge is its inability to track the progress of NDC implementation in accordance
with the requirements in the Paris Agreement’s Enhanced Transparency Framework. As both the NDC concept and
the transparency framework in the Paris Agreement have been introduced recently, domestic implementation capacity
is limited. The government of Azerbaijan has launched procedures for preparing sectoral NDC implementation
strategies. However, these exclude transparency elements, as there is still no tracking system in place. There is an
urgent need to increase both the awareness and capacities of relevant stakeholders, and of decision-makers responsible
for implementing the NDC.



The current CBIT project will help to ensure transparency in fulfilment of sectoral commitments through the
establishment of a national NDC tracking system to record and monitor sectoral mitigation actions. To do so, it will
build on two ongoing initiatives:

- a UNDP-implemented project to prepare the country’s second BUR, which includes the proposal of a domestic
MRV system for the country;°this on-going project was approved in 2016

- a technical assistance project funded by the Climate Technology Centre and Network (CTCN) to develop
vulnerability and impact indicators through an iterative process that involves consultations with a wide range of
stakeholders (both at national and municipal levels).

Under the UNDP project, a new MRV system will be piloted by 60 pre-selected entities (the country’s main emitters
— see the table in attachment 1). The goal is to expand this system in the future. However, there are still gaps in
institutional arrangements, and institutional reforms call for new approaches to the way the MRV system should be
designed.

- an on-going collaboration in Azerbaijan with the Green Climate Fund (GCF) Readiness Support Program to
strengthen the National Designated Authority; enhancing Azerbaijan’s capacity to implement mitigation and
adaptation actions, support stakeholders’ engagement and to galvanise private sector interests in national
consultations and in the GCF financing mechanisms.

The current CBIT project will build on the baseline provided by these ongoing activities, leveraging from the lessons
learned through them.

® Currently, UNDP in Azerbaijan is implementing a GEF-funded project named “Development of Azerbaijan’s Fourth
National Communication to the UNFCCC and Second Biennial Reporting”. The project will support the government of
Azerbaijan through the Ministry of Ecology and Natural Resources to fulfil its obligations under the United Nations
United Nations Framework Convention on Climate Change (UNFCCC), in particular to prepare its Fourth National
Communication (FNC) and its Second Biennial Reporting (SBUR) in accordance with its commitments as a non-Annex
| Party to UNFCCC. The UNDP project has specific actions related to improving capacities on emission projections,
measurement, reporting and verification, as on the development of institutional arrangements.



The following chart presents the structure of the current institutional arrangement system for the transparency framework and proposes some new structures under
the CBIT.

Government of Azerbaijan

National Development

and Planning Policies ——

Energy sector Industry sector Agricultural sector Waste sector Environmental sector

National strategies on low-

carbon development and
adaptation planning*

\\\‘* { \

Inter-ministerial working Ministry of Ecology and | ___J

groups on low-carbon Natural Resources

development and adaptation
planning**

A review of current national policies and legal frameworks for the

implementation of the Paris Agreement’s transparency framework

developed

National coordination mechanism to enhance transparency in

implementation of the Paris Agreement established
— CBIT intervention National system for tracking progress with the implementation of

the nationally determined contributions developed

Training programme on enhanced transparency processes provided
* Currently development of national strategy on low-carbon development and adaptation Knowledge sharing and coordination with the CBIT Global

planning is in process under coordination of Cabinet of Ministers Coordination Platform and overall
** \Working groups already formed Financial strategy outlining means to identify sources of funding

needed and to track financial support received developed

A training programme on identifying sources of funding and
tracking financial support processes implemented



-The baseline scenario of the country capacity for climate finance transparency and tracking financial support
needed and received:

In Azerbaijan, the Ministry of Economy tracks socio-economic and environmental actions on a yearly basis. The main
purpose of this tracking is to appraise all sectoral achievements and synthesize them in a countrywide overview.
According to the OECD, in 2016, 81% of the financial resources received came from multilateral development banks
for Reconstruction and Development. The major contributors included the World Bank Group, the Asian Development
Bank and the European Bank. 13% from bilateral (DAC member) banks, and 6% from climate funds and other
multilateral institutions.’® However, Azerbaijan has limited experience with tracking its financial needs and finance
received, and no system in place to track this information. The Ministry of Finance, the governmental entity managing
the state budget, tracks all expenditures incurred by the state but there is no specific tracking of climate change finance.
The only information available from line ministries and agencies is the information collected during the development
of the NC and BUR reports. There is a need for an efficient system to assess financial support needs and track financial
support received.

- Financial Support Received: Since joining the UNFCCC, the Republic of Azerbaijan has implemented a number of
actions related to mitigation and adaptation, mostly using its own resources. The information on financial sources
provided (for climate change mitigation and adaptation, and including capacity building activities), is not available in
a structured manner. As a result, it is possible that some of the financial resources used have not been reflected in the
data, especially when it comes to sector-specific resources.

- Financial Support Needed: The NDC document of the Republic of Azerbaijan clearly indicates all sectoral mitigation
actions to be implemented. However, the NDC does not provide a financial strategy outlining the sources (both national
and international) of funding required to implement those mitigation actions. As a result, relevant governmental, non-
governmental and private stakeholders, representing the energy, industry, agriculture, and waste sectors, among others,
lack a clear vision of the most appropriate financial strategy to identify sources of funding (both national and
international), as well as to track received financial resources.

To address this need, the CBIT project will include a component aimed at conducting sectoral assessments of the
financial resources needed to implement the NDC, which would make it possible to prepare a country-wide financial
strategy for NDC implementation. Best international practice will be adopted, in close collaboration with all relevant
sectoral institutions. The development of a financial strategy will be proceeded by the preparation of a detailed list of
considered mitigation actions by sector.

The Government of Azerbaijan is strongly interested in the opportunity to receive CBIT support for the development
of a national coordination mechanism to implement the Paris Agreement’s transparency mechanism, and a national
system for tracking implementation of the country’s Nationally Determined Contribution, including a financial
strategy that identifies sources of funding and a mechanism to track financial support. This would help Azerbaijan
break down climate change mitigation actions into bankable components, making it possible for the government to
identify possibly sources of finance and develop appropriate financing strategies for each of the various mitigation
actions.

10 “Green Action Programme ,OECD. 2016. Financing Climate Action in Azerbaijan 2016.
https://www.oecd.org/environment/outreach/Azerbaijan_Financing%20Climate%20Action.Nov2016.pdf
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3) The proposed alternative scenario, GEF focal area'' strategies, with a brief description of expected outcomes
and components of the project

The current CBIT project seeks to strengthen Azerbaijan’s enabling environment and capacity to implement the Paris
Agreement as well as facilitate the identification and tracking of financial resources available for the implementation
of the Nationally Determined Contribution. Both elements are crucial for the country to be in a position to scale up its
climate change mitigation efforts and to be able to fulfill its obligations under the Paris Agreement.

Outcome 1.1: - Enhanced institutional capacity to report and monitor progress of the implementation of
Nationally Determined Contributions

This Outcome focuses on enhancing existing institutional arrangements in Azerbaijan, in the context of monitoring
progress and reporting on NDC implementation. This output will support the following key accountability functions:
Identifying additional steps to be undertaken by the end of the NDC implementation period;

revealing synergies between the Sustainable Development Goals (SDGs) and the NDC goals;

showing to what extent the requirements of the Paris Agreement have been fulfilled;

providing transparent and comparable information to both national and international stakeholders.

To achieve the above key functions, it is imperative to initially strengthen the institutional capacity for reporting and
tracking the progress of NDC implementation in Azerbaijan.

Output 1.1.1 A review of current national policies and legal frameworks for the implementation of the Paris
Agreement’s transparency framework developed

Transparency is a central issue in most processes under the UNFCCC. Indeed, transparency is key to ensure accuracy
and comparability of elements such as emission inventories, mitigation actions reporting and emission scenarios.

Further to the adoption of the Paris Agreement, the Republic of Azerbaijan is required to step up its efforts to implement
the Agreement’s transparency framework. In this regard, a review of current national policies and legal frameworks
and assessment of policy needs pertaining to transparency should be conducted. This assessment will touch upon three
issues: institutional and human capacity needs associated with implementation of the Paris Agreement’s transparency
framework; required regulatory framework (and national policies in particular); and the gap between the needed and
existing policies, legislation and regulations.

This review of current national policies and legal frameworks will help to identify current institutional and capacity
needs for the establishment of an efficient and enhanced transparent tracking system. It will cover all aspects related
to capacity, technology and financial needs required to set up a comprehensive tracking mechanism. It will include an
assessment of relevant legislation and, based on the needs identified, new regulations or amendments to existing ones
will be proposed when adequate. Such assessment is essential because the country currently lacks the experience
required to track mitigation actions. For example, there are many mitigation actions implemented by the private sector
that are not tracked at national level. More generally, it is important to understand how the new situation that emerges
after the Paris Agreement can be translated into a policy framework that is conducive to implementing this Agreement,
and how the needs identified can be addressed by the relevant project interventions.

The proposed scope of work aligns to the activities listed in the CBIT national programming directions: 18 (j).

11 For biodiversity projects, in addition to explaining the project’s consistency with the biodiversity focal area strategy,
objectives and programs, please also describe which Aichi Target(s) the project will directly contribute to achieving.
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Output 1.1.2 A national coordination mechanism to enhance transparency in implementation of the Paris Agreement
established

At present, the overall coordination of the implementation of the Paris Agreement is conducted through the country’s
INDC Working Group, which is still in operation. However, an effective mechanism to coordinate transparency in
reporting at the sectoral level is lacking.

Drawing on a review of current national policies and legal frameworks that will be developed under Output 1.1.1, the
project will implement actions to set-up a national coordination mechanism to enhance transparency. This mechanism
will encompass aspects of transparency related to the monitoring of emission reductions, the human capacities required
to manage the mechanism, and the institutional capacities needed for the mechanism to be operational. It will be based
on the best available international experience, as applied in developed and developing countries. This mechanism will
follow a monitoring and evaluation (M&E) plan, and will be used to identify barriers to, and gaps in, policy
implementation. The output from the implementation of the M&E plan will be documented and widely disseminated.

This Output will be focused on the followings: (1) establishing a revised institutional arrangement; (2) operationalizing
a collaborative mechanism (MOUSs) across government agencies; (3) operationalizing a national system for tracking
NDC progress and (4) delivering training and capacity development programmes to new and existing teams.

The proposed scope of work aligns with the following activities listed in the CBIT national programming directions:
18 (a).

Output 1.1.3 National system for tracking progress with the implementation of the nationally determined contributions
developed

The current national system for data management is rudimentary, not systematic and not efficient in tracking mitigation
actions. In addition, there are challenges associated with data management for the emissions inventory, which is not
online. At present, the mechanism of emission reporting is simple, relies on submissions by relevant entities to the
national institute of statistics and lacks a verification mechanism. An improved national system for data management
is badly needed.

Currently, the system used to track economic development actions implemented within different projects and
programmes is coordinated by the Ministry of Economy. It tracks socio-economic and environmental actions with the
aim of having a countrywide overview of the yearly achievements. This system is not linked to any climate change
mitigation actions, and does not track the achievement of governmental targets stated in long-term sustainable
development programs. A slightly different approach is needed for tracking NDC progress, compared to the existing
MRV mechanism led by the Ministry of Ecology and Natural Resources. The improved system will continue to be
led*? by the Ministry of Ecology and Natural Resources and will mainly focus on climate change mitigation actions
towards implementation of NDC commitments.

To increase the efficiency of the national coordination mechanism, the existing MRV mechanism will be integrated
into the national M&E system at the national, sectoral and district levels, wherever possible. To achieve this goal, two
activities can be suggested:

1) Indicators for mitigation actions, effects and co-benefits for key policies and measures will be developed
by a group of national experts under the coordination of the Ministry of Ecology and Natural Resources for
inclusion in the national M&E framework. The same group of national experts will also develop MRV/M&E
framework templates to be incorporated into the existing reporting template. The M&E framework will track
the implementation of national and sector policies and programmes and report annually on their progress. The

12 CBIT will propose the elements of the tracking system and is up to the county government to decide upon them. For
example about which ministry should be the coordinating body.
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annual report will then become the main M&E framework for tracking of mitigation actions and their GHG
impacts and co-benefits.

2) Setting up an online national climate change data hub. The data hub will constitute an online dashboard for
Azerbaijan’s climate reporting. The proposed “national climate change data hub” will be an integrated data
management system, enabling Azerbaijan to track all sectoral actions as well as non-state actors towards NDC
commitments. There will be a working group unit responsible for the hub, to collect the data from the relevant
entities and upload it.

The figure below shows the relationship between the MRV and the M&E systems.

Monitoring and evaluation (M&E) and Monitoring, Reporting and Verification (MRV)

Governance Objectives Outputs
Monitoring and | Rationale linked to Analyze individual issues Greenhouse-gas emissions data
Evaluation domestic policy-making: that are of interest for

- support policy planning domestic policy-making, at | Policy evaluation evidence:

- facilitate learning any time of the policy cycle | - barrier and gap analysis

- quantification of co-benefits

Scope and  frequency | Consult and secure buy-in

determined by domestic | from domestic stakeholders

needs
Monitoring, Rationale linked to | Provide an overview of | Summary report (in the context
Reporting and | accountability with regard | climate change mitigation | of the technical analysis
Verification to the UNFCCC : goals, progress with | conducted as part of the

-common but differentiated | implementing those goals | International Consultation and

responsibilities; and the difficulties | Analysis (ICA)

-fairness and ambition. encountered.

Reporting on:

Scope and frequency (in | Contribute to implementing | -support needed and received

certain cases) determined by | the provisions of the Paris | -mitigation actions

UNFCCC COP decisions. | Agreement

The proposed scope of work aligns to the following activities listed in the CBIT national programming directions: 18
(d) and (e).

Output 1.1.4 Training programme on enhanced transparency processes provided

Limited human capacities and skills remain a major problem for the government agencies involved in preparing the
national emissions inventory, emissions scenarios, and related reporting activities. For this reason, training
programmes will be prepared and delivered to increase the skills of the relevant national experts. National Research
institutes and academia will be invited to contribute with the coordination body, the Ministry of Ecology and Natural
Resources, in developing the training materials.

This Output addresses the barrier of the limited awareness at the local level. It does so by developing the training
materials and developing short-term courses for the all relevant stakeholders. It focuses on training of trainers. The
training programmes will be expected to address current gaps in capacities within all relevant sectoral institutions.

All related sectoral stakeholders involved in climate change mitigation will benefit from capacity building training

sessions, including non-governmental organizations, the private sector, and academia. The main training topics will be
GHG inventory development, assessment of tracking of the effects of mitigation actions, mitigation actions and their
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effects, mitigation and adaptation policies, appraisal of the impact of the support received, and identification
assessment of the additional of support needed.

To envisage the sustainability of the training programs, all the materials will be documented and submitted to the
Ministry of Ecology and Natural Resources and available to all relevant stakeholders. A ‘knowledge management
unit’, including a group of national experts, responsible for training activities, will be established at the Ministry of
Ecology and Natural Resources, to provide continuous training support to stakeholders. The main target groups have
been specified in table 2-Stakeholders.

The proposed scope of work aligns to the following activities listed in the CBIT national programming directions: 18

(e).
Output 1.1.5 Knowledge sharing and coordination with the CBIT Global Coordination Platform

All the documents and outcomes from the CBIT Azerbaijan will be shared via the Global Coordination Platform and
be publicly available for other countries. The data and documents in Azerbaijan will be collected by the climate change
data hub. The benefit of knowledge exchange between countries via the platform will:

» Enable coordination, maximize learning opportunities, and facilitate transparency enhancements;

* Encourage other countries, the GEF Partner Agencies, and other relevant entities and institutions with
related programming activities to enhance national, multilateral, and bilaterally supported capacity-
building initiatives;

+ Facilitate the coordination of transparency-related initiatives and support (e.g. donor supporting efforts).

Outcome 2.1: Enhanced institutional capacity to identify sources of funding and to track financial support

The current institutional set-up in Azerbaijan is not designed to track financial flows for climate change-related
purposes. This is true both for the tracking of existing financial flows as well as for the budgeting of future activities,
notably the implementation of actions to achieve NDC goals. Specific governance arrangements are required for: (1)
identifying the roles and responsibilities of the different government actors, including coordination mechanisms; (2)
the 'tagging' of climate finance already at the budgeting stage, and (3) the financial oversight rules applied to identifying
the finance flows during implementation of activities. Clear and consistent tracking of climate change related financial
flows will help Azerbaijan in its interaction with finance and planning agencies to achieve stronger results and a more
trustworthy process, both internally and in relation to external stakeholders, particularly donor and private-sector
financiers.

To ensure successful implementation, is will be important that the financial management entities in Azerbaijan are
properly trained to follow international fiduciary standards as well as international good practice principles, with a
view to ultimately facilitating dialogue with, and scrutiny by, domestic or international actors.

Integrating climate change priorities into the national budget cycle is one of the central objectives of the governance
arrangements to be developed. Doing so is expected to help mobilise international finance. However, to achieve this a
number of measures are required, namely: revising guiding principles for budget formulation and investment appraisal;
piloting new budget transparency and accountability measures, including through the national parliament; developing
guidelines for interaction with civil-society organisations and the media, and bringing climate change subjects forward
in important budget documents*2.

Lessons learned and capacity improvement for the previous donor funded project will be used for designing the two
following outputs. For example, the information on the institutional arrangements for the existing donor
procedures/guidelines for tracking, reporting and verifying the support received for climate change mitigation and
adaptation in Azerbaijan will provide good baseline for outlining the financial strategy for identifying sources of

13 Bird et al. 2012.
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funding needed and track the supports received. In addition, information on implemented capacity buildings activities
related to tracking MRV and finance will help to assess the gaps and better design the training programmes for financial
tracking system.

The following two outputs below cover the above points:

Output 2.1.1 Financial strategy outlining means to identify sources of funding needed and to track financial support
received developed

“Financial strategy” considers all financial support provided by all relevant actors in the context of a specific mitigation
action. At present, the government’s sectoral strategies lack the detail required to attach financing proposals to them.
As a result, expected or even potential sources of finance (national or international) are not indicated, which hampers
the ability to implement the strategies. An ongoing GCF Readiness and Preparatory Support project will identify
sectoral needs for finance, which the GCF might be able to provide to Azerbaijan. The CBIT project will draw on the
activities under way to implement this GCF project, notably the review of financial needs at the sectoral level, and will
complement the GCF project by providing greater detail on financial needs (i.e. at the level of NDC goals and targets).

To this end, a thorough analysis needs to be conducted to

(1) identify and assess existing national systems and protocols to measure and track financial flows;

(2) identify the institutional arrangements for the existing donor procedures/guidelines for tracking, reporting and
verifying the support received for climate change mitigation and adaptation in Azerbaijan;

(3) identify the gaps and barriers for the implementation of existing systems.

The aforementioned analyses will be conducted for two categories of finance: financial support received and financial
support needed.

The relevant activity to Enhanced institutional capacity to identify sources of funding and to track financial support
will be:
1) Identify and assess existing national systems and protocols to measure and track the financial flows, and identify
the institutional arrangements for the existing donor procedures/guidelines for tracking, reporting and verifying
the support received towards climate change mitigation and adaptation in Azerbaijan.

The Finance Ministry in Azerbaijan coordinates the identification and tagging of public financial flows, whether
originating from national budget or international donors. A ‘Climate Finance Unit’ is proposed to be established
at the Ministry of Finance, which will be responsible to collect the data from all the relevant stakeholders. Data
from non-state actor resources will be collected and analyzed as well. The working group will also identify existing
systems for tracking climate finance in collaboration with ministry staff, initially by requesting any existing
relevant logs or reports and comparing these with central donor contributions to Azerbaijan over the past 3 years
as registered by OECD DAC, MDBs and UNFCCC to assess the effectiveness of current systems.

In collaboration with the Ministry of Finance!*, an analysis of both in-flow (national and international sources) as
well as budgetary outflows will be made to establish the final scope of analysis, i.e. whether the current systems
for identification of public climate finance flows can remain within the ministry of finance or must be broadened
to line ministries and agencies.

2) Identify the gaps and barriers for the implementation of these existing systems.

An initial challenge for the design of a climate change budget is that climate change is not recognized as a category
of public expenditure under the UN classification system of the functions of national governments, which would
allow an automatic compilation of relevant spending. As a result, a manual examination of budget spending,
potentially leading to a tailored budget tracking tool, is required if climate change-relevant expenditures are to be
identified. Such a tool may have to adopt a specific definition of climate finance to ensure consistency. Tracking

14 The government has to agree to assign the ministry of finance for this task.
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should ideally also include comparisons to reporting by institutions from which climate finance may originate in
order to ensure consistency.

Less rigorous approaches may be adopted and it will be determined whether Azerbaijan, being generally resource
constrained, has appropriately balanced ambition and resources in its choice of approach to tracking climate
finance. This will be clarified through interviews with staff from the Climate Finance Unit at the Ministry of
Finance in parallel to work performed under points 1.

General resource requirements based on experience from other developing countries through the Climate Public
Expenditures and Institutional Review (CPEIR) with support from UNDP (e.g. Nepal (ODI, 2011)) or more
recently EU GCCA® in Seychelles for tracking systems will be compared to resources available in Azerbaijan.

Barriers may also be institutional and relate to liaising with line ministries if and when necessary for such recording
purposes as clarified under points 1. This will be clarified through interviews with relevant ministries.

3) Evaluate different options for the improvement of existing MRV systems and propose guidelines to establish a
national mechanism to track finances received towards climate related activities and enable tracking of national
budgetary expenditure on climate change.

Ideally, the system to track climate finance must characterize financial sources as domestic, bilateral or
multilateral, divided into financing instruments (grants, concessional loans, non-concessional loans as well as in-
kind contributions), and tag these with purpose of the finance. Such tagging can follow CPEIR principles, should
differentiate between mitigation and adaptation purposes, and identify the finance flow'® as recurrent spending or
investment. Climate finance originating outside Azerbaijan will partly follow the definition attributed by any
donor, while it will also be analyzed if and how contributions are reported to OECD DAC, recorded by Multilateral
Development Banks (MDBs) and/or recorded established UNFCCC procedures.

Azerbaijan does not have an existing system of tracking international climate finance and it is believed that
improvements of the current system may relate to either national financial flows with climate relation in general
and/or to the tracking of private climate finance.

4) ldentify the resources for pilot-testing of the improved MRV system including a timeline for the implementation
of the MRV framework

Pilot testing of the improved system will be discussed with staff from the Ministry of Finance and the Climate
Finance Unit. Relevant staff will use the system over a period of 6 weeks (pending resource availability).

5) Present the findings and orient the stakeholders for the proposed guidelines on climate finance tracking
6) Collect feedback from stakeholders and revise the proposed guidelines as per the stakeholder consultation

The proposed scope of work aligns with the following activities listed in the CBIT national programming directions:
18 (i).

Output 2.1.2 Training programme on identifying sources of funding and tracking financial support processes
Successfully developing a financial strategy for identifying the types and amounts of funding needed, and setting-up a

system for tracking financial support received will require improved capacities on the part of the government agencies
tasked to maintain the financial transparency system. The training programme to be implemented under this project is

15 Global Climate Change Alliance
16 Financial flows fall in four categories in two dimensions: public or private, and national or international, and the
identification must follow this logic in order to be complete.
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expected to fully address these gaps in capacities in all relevant sectoral institutions. The training program for the
expert in relevant sector focuses to increase capacity on identifying sources of funding and tracking financial data,
financial transparency,

The material will be develop by a group of experts (national experts, academia and research institutes) collaborating
with the coordinating entity, Ministry of Ecology and Natural Resources. As for the training in Component 1, to ensure
the sustainability of the training programs all the materials will be documented and submitted to the Ministry of
Ecology and Natural Resources and available to all relevant stakeholders. A ‘knowledge management unit’, including
a group of national experts, responsible for training activities, will be established at the Ministry of Ecology and Natural
Resources, to provide continuous training support to stakeholders. The main target groups have been specified in table
2-Stakeholders.

The proposed scope of work aligns with the following activities listed in the CBIT national programming directions:
18 (e) and (i).

4) Incremental/additional cost reasoning and expected contributions from the baseline, the GEFTF, LDCF, SCCF,
CBIT and co-financing;

Climate change is a priority area for Azerbaijan. Azerbaijan actively participates in climate change negotiations and
supports all global efforts to curb climate change. Even though the country did not have any quantitative emissions
reductions commitments under the Kyoto Protocol, in recent years, it has implemented a number of measures to
mitigate climate change. Upon ratification of the Paris Agreement, Azerbaijan has undertaken an ambitious target to
reduce emission level by 35% by 2030, compared to a 1990 base year.

The features in the Enhanced Transparency Framework to track the progress of the NDCs illustrate a robust challenge
for all developing countries. The NDC agreement is about the transparency and the clarity of the information provided
about GHG emissions and the progressive effective implementation of these actions as much as is about the ambition
of the mitigation actions.

The current CBIT project will design country driven GHG inventory system and methodologies for a domestic MRV
system, essential to achieve the global goal to restrict “the increase of global average temperature to well below 2°C
above pre-industrial levels, following efforts to restrict the temperature increase to 1.5°C above pre-industrial levels”.

The CBIT project will complement activities of the international efforts in Azerbaijan, including the GCF, CTCN and
TNA and UNDP Second BUR project in which new MRV system is considered to be applied. None of the
aforementioned project will ensure to increase required capacities for Azerbaijan’s NDC tracking progress. In short,
the current project will be the only tool at the disposal of the government to meet the Paris Agreement by tracking
NDC implementation progress, in accordance with the provisions contained in the Enhanced Transparency
Framework. National capacities to implement the Paris Agreement’s transparency framework are largely insufficient
at present. While the government is committed to doing so, and some modest steps have been taken, the resources
required are unavailable.

This CBIT project will address transparency gaps identified through; for example; the ICA process by strengthening
institutional arrangements, enhancing the GHG inventory and MRV systems, and tracking climate finance and local
capacity development. These improvements will allow Azerbaijan to ensure the quality and efficiency of the next
BURs elaboration based on better data collection and processing.

The CBIT programme is designed to improve mandatory reporting of signatories of the UNFCCC. As such, this project
is financed on a full-agreed-cost basis. In the case of this programme, eligible activities have been described in the
GEF document Programming directions for the Capacity Building Initiative for Transparency (GEF/C.50/06). The
activities of this project are consistent with the scope of relevant programming directions. Co-financing is not a
necessary requirement for this project, however there is a foundation of activities that are considered co-financing and
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have been included in table C. Thus, the Ministry of Ecology and Natural Resources will provide in-kind contributions
consisting of venue and facilities to organize some of events envisaged in the current project. In addition, the Ministry
will provide the necessary human resources, notably by involving relevant experts during the project implementation
cycle.

5) Global environmental benefits (GEFTF) and/or adaptation benefits (LDCF/SCCF);

Upon ratification of the Paris Agreement, the government of Azerbaijan started domestic procedures to identify
sectoral strategies for fulfilling the commitments undertaken. It has already established working groups representing
all relevant sectors, with objective of developing the “National Strategy for Low carbon development” and the
“National Adaptation Plan”. Despite of this, capacity at all levels — starting from expert level to decision—makers level
remain weak. Lack of capacities mainly emerge in issues related to projecting sectoral emissions and tracking adequate
mitigation actions for both governmental and non-governmental stakeholders. In addition to formulating national and
sectoral strategies, there is also a need for undertaking integrated emissions projections and improving transparency
to track climate change mitigation actions. In this regard, the current project is vital and will support the setting-up of
an efficient tracking system that will help the country to increase ambitions in future. The project will monitor an
additional indicator for the qualitative assessment of the institutional capacity built with regard to transparency-related
activities under Article 13 of the Paris Agreement. The baseline and target will be set during the project development
phase, following the scale of 1-4 as per the guidance of the CBIT programming direction in the Annex IV: Indicator
for qualitative assessment of institutional capacity for transparency- related activities.

This project is linked to the GEF-6 climate change mitigation focal area Indicator 3 on MRV systems for emissions
reductions in place and reporting verified data. The indicator has 10 levels and the baseline and target will be set
during project development.

6) Innovation, sustainability and potential for scaling up.

This project is based on a thorough baseline analysis. It builds on the existing regulatory and policy framework,
institutional arrangements, technical capacities, monitoring tools and social processes, addressing the barriers that
hinder fulfilment of the Article 13 of the Paris Agreement and taking into account ongoing and planned
complementary projects. This project is sustainable because it builds on lessons learned from previous initiatives,
and it brings into the national institutions and the expertise that initially existed within external consultants and it
tries to maintain the capacities even with turnover of staff, through the development of long-lasting institutional
arrangements.

Innovation:

Developing and operationalizing a cost effective MRV system that will be integrated into the current national
development M&E structure (as opposed to setting-up new layers of institutional structures) is seen as an innovative,
cost-effective and a sustainable approach to undertaking MRV activities at all levels in Azerbaijan (that is, at the
project, sector and national levels). A key focus is the design of an MRV structure that can be integrated into the
existing system, that it is user friendly and acceptable to the identified relevant institutions in Azerbaijan, and that it
fulfills all essential requirements for MRV, as stipulated in the Paris Agreement’s transparency framework.

Azerbaijan's MRV system will seek to ensure that current sectoral and national M&E system are designed such that:

e greenhouse gas emissions or reductions attributed to a particular mitigation action (policy, programme,
measure or project) are effectively monitored,;

o climate-related support provided by the Government of Azerbaijan or received from donors or the
market in the form of finance, technology transfer and capacity to enable implementation of a certain
action (or as a result of an action taken in a particular sector of the economy) is effectively monitored;

e sustainable development benefits of mitigation actions are effectively tracked and documented.
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Due to the fact that the proposed MRV system will be integrated into the existing structures, it will not require a new
law in order to be implemented. Rather, it will be possible to make the system operational under the existing legal
framework, which is an innovative approach, and can ease substantially all aspects of policy implementation.

Another innovative aspect of the project is the development of a national system for tracking progress of the NDC.
The experience gained with implementing this system will be of use in the context of reporting on the performance
of other strategies and plans. Similarly, the experience associated with the preparation of a financial strategy detailing
the types of finance required and the potential sources for this finance and making it possible to track financial support
received can be of use in other sectors.

Sustainability

With regards to sustainability, the project will enable Azerbaijan to continually monitor, report and verify its
mitigation and adaptation climate actions, thanks to the implementation of a sustained and transparent MRV system.
Capacity gaps will be identified at the outset of the project, and a team of external experts will provide in-country
training to ensure the long-term sustainability of the project. Likely future reporting priorities and related measures
will be explored, so as to minimize the need to implement new tools in the future.

Specifically, the following components will secure the sustainability of the project:

e Once the national tracking system has been piloted and tested in the selected sectors, an assessment will
help determine the system’s performance in the selected sectors; as well as the sustainability of the
associated institutional set-up, including computer-based tools and processes, and data collection
templates and guidelines. Regular revisions of these guidelines, templates and tools will be needed
before the system can be transferred to other sectors;

e A robust national system for generating and storing data on time;

e The Ministry of Ecology and Natural Resources, as the coordinating body, will spearhead the
transparency effort, notably vis-a-vis line ministries. Further, it will conduct training to relevant staff,
notably with regard to new guidance in international transparency processes.

The proposed project components are aligned with the design of the system, which ensures that core goals are pursued
in an effective manner. The design of the system is such that it makes it possible to strengthen it and scale it up over
time. Not least, it is expected that the development of a national system for tracking progress with the implementation
of the country’s Nationally Determined Contribution and financial support received will promote sectoral units to
improve transparency in their own mitigations actions.

Potential for scaling up:

In sum, the project has substantial potential for scaling up, taking into account its national and cross-sectoral scope,
covering sectors and actions related to emissions, mitigation, support, and adaptation. For instance in the energy
sector the current project would cover the most common renewable energy and energy efficiency technologies. The
