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AFTES Workig Paper No. 1

The BTF Mhn~ Board will mt at lest onc a yar to approve the work program
and budget but, if warranted, may net mrc a~tn. The Managemet Board may also ap-
point a Board of Advisor made up of donors to the trust find and experts in envinnmn
consevton and develop~n assstn~ a cnnnt~ to the Manag~en Board without
compersation.

The Bolivia National Fund for the Envronment (FONAMA) currently has eght mem-
bors on Its Board of Directors. They ae (1) the Chairman, the Minister of Agricultre and
Rural Af ; (2) the Sm~ G f the Enva - (3) the Mbdater of Planning
and Coordinaton; (4) tk Minister of FinnM (5) the Executive Director of the Leagu fkr
the Defense of the Enviromnent; (6) the Executive Dirctor for the Friends of Natue
Foundation; (7) tho President of the Indigenous Confedertion of the Estern Lowlands; and
(8) the Executive Director of FONAMA. Howver, Bolva's new General Law of the
Environment will change this current composition of the Board of Diectors in two ways
First, the Secretary General of the Environment will now bo the Chairman; scond, the
Board will have regional representation. The three pdary fåntions of FONAMA's Board
of Directors are to (1) ensure that FONAMA's programs met national priorities; (2)
approve the establisbment of new accounts; and (3) approve FONAMA's operating budget.

The Guanacaste Conservation Ana is ane by a team of on-site specialists and ad-
ministrators who work within the framowork ofannna work plans and budgets approved by
a Regional Board of Diectors and the Costa Rican Ministry of Natural Resomes, Energy,
and Mines.

Under Peru's proposed project, the trust fund (the National Fund for the Natural Areas
Protected by the State, or FONANPE) would bo governed by a Board of Directors composed
of three representatives from the Peruvian government, thre esentatives from Peruvian
consorvation NGOs elected by the Peruvian Environmentai Network (an umbrella group of
conservation NGOs), and a represontative from an internatonal cooperation agency.
FONANPE's bylaws wre drafted by a working group mprised of representatives frm the
Directorate of National Parks, seven Peruvian consorvation NGOs, and en nnn law-

The Board would met at lest twice a year to decide policy issues, to review the reports
of the project coordinator, and to carry out other i as specified in FONANPE's
bylaws. The Board would bo advsed by an independent technical cmmitte compod of
scientists and natural resourcm experts experienced in park and witdIre maa-
agement. 'N mmittee provides an additional forunm for relevant conservation NGOs to
contribute substantially to the project Decisions about the allocation of the resources within
each conservation unit would originate at the local level and bo reviewed by the Board.
Each conservation unit would have its own advisory board comprised of local government
oificialk, NGOs, and indigenous groups where appropriate.

At the time of the March 1992 workshop the Foundstion for the Phippines
Environment (FPE) was governed by an interim Board of Trustees. This interim Board was
composed of eight lader from the NGO commnity, the Secretay for the Depart of
Environment and NaMal Resources, and a re snt fm USAID The nr

Board's two man tasks were to (1) deveop the articles and bylaws for the FPE, including
the process for selecting the fmal Board of Trtees and (2) implement the interim grats
program-a program designed to provid $500,000 in Phlppine pesos to the Philippine
NGO community during the first year of operatin pior to the generatin of carned income
from the endowment-with help fm WWF and the Phippine Business for Social Progress.
The FPE charter and bylaws have now been finied The Board will bo charged with (a)
appointing or electing all employees of the fanndation (exceptjunior officers); (b) managing
the fonation's mds; (c) approving the annual budget; and (d), from time to time,
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Financial Mechansms for Sustalnable Conservalon

dg g y of the Boarfs' powers which can be delegated to any standing or special
cnmmitte and app~inting any persons to act as agents of the foundation with such powers
and tomnu that are fitting. The final Board will be made up of eleven recognized
lendeersr will come Drom the mjor reglons of the Philppines (Luzon,
V~sayas, and Mindan>; and two trustees will be representatives of International envi-
ran aor develpmn orgpniz~inn

nitiaity, the FPE interim Board plaed that a membership organiatlon (comprised of
NGOs and other nin ) would elect a Board of Trustees who would decide on the
awarding of g Rats. However, bmc concerns were expresed that this could concevably
fester a conflict of intrest If grantees are electing the grant maker. It was agreed by the
interim Board that mare information and a broader perspective was needed to finalize the
isu ofthe mndatI's governance structures. To pin a better perspective on International
fndation ag the Ford FÖnndation, along with WWF and the MacArthur
Foundatln, fianced and helped armnge a study tour for the interim Board of Trustees and
a tecui~as team fkom WWF to visit fonndatione in the United States Over a
ten-day period in March 1992 this group visited 17 different foundations in Washington,
D.C., New York, and Chieag. Their concusions are not only relevant for the FPE's gover-
nace structure but also for other fiancia meban~ams These conclusions3 are:

•The Impoutance of transparency and clariy. The constituency ~st be fuly apprised
of the processes for selecting the Board members; the criterla aad guidelines for tho
awarding of grants and other policies.

UThe med to involve the al constituency in setting the direction of the
policies and M g of the &onm ton This participation can take many forns such
as Board maers~p advsr ~aes and regla onjnft~tnn

• The need to minimiz conflics of interest and political pressure on the Board. Some
models iniu e advisory panels or distribution committees that make the grants

In cooperation with the prm deina1 fnndation staff, while the actual Board members focus
on - such as policy making approving work plans, and budgets.

• The imporance of formu~ating a strategic vision over time, and pro-actively working
withthennaPr n - comm~ity to impl~nent this vision. This m~ann being responsive
totheepressedneedsofthencomunity.

• The ed te develp a professional stuff which supports the Board.
• Fally, the need to recognize the comp~ity of governance issues and proceed with

caution in choosing the most rmode for the country according to the local needs,
cutes, and situations. No one modet or formal structure can sove all the potental
prob1mn Proceed with care, but also be willing mn larn from and build on mistake.

11. Financial considerations4

1. Seleedo ofa tau eempion option

The aim of all the ~nancial mechanisme outlined in Arex 1 is to maimize the Income
availabl for program TIhus, the fancial mchanism chosen should
minimiz or eä~mina tax labiliies on the investment income and capital gains, and allow
a tn There are wo ways to achievethisgoa:

3Case Sudy Fomation For The Philippine Environmmnt
4 Te J iU matIan in sections 1.,2., and 3. is frm a pper circulated at the July workhop.
*Be i a Tos Fud" by Franisco A. Touneiles, Dir~tr, <onservation Funce, Latin
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Rnancal Mechanism for Susl~nabe Conrvaon

"good ears thugh a a spending mula (at mst 5 phbc~t) based om a dre~- to
ivear aving average of the polio valu. Å portlio r~w wlo vrif that the
p~dbana m all ~nd and anayes tevalu a dbytheIne-tmont mantge.

The &owg tae is prepad by . P. Morn for the pc&of mor aset
lasss 1971-1990

US Cash US Bod US Larg~ C~ p Equities Non.US Equides

AvrageRtum 74% 9.1% 11.9% 15.1%

Vet~ty 0.8 7.2 16. 17.8

AB rtum amounts r* annuaffzød. based on monthly data, and assume a 12-month holding period.
VoladNty is masurd by the standard devmation of these retums.

At the July wo ksop it was ram that in order toensuare asonablenetincom
and alleviate portfoli. ursk, the minimum amunt *or a tr~t fund managed in the private
scn ~ by pm nn fbnd an huld be US$4 mi~lin (below tbs amount
munn~ fb~ds are on Inemnnt option). In selecting the t lin a er the
fo*owing shuld be conid~e:

• Inv#sAnt perfornæ. The invesanan manager s hould have a welles-
aanc&-é ugpast tdon«guaa~

•Ga~lowaege. Sup~ihnm*n~n mungm~n knol~ me~ach stc~dg and
trading expfrf s in ma~or capitul markets, as we as in high growth em~rging markets.
Global invetmnt mane vury important for a flnd that receiveso
frtmIntemr~ian dwn^r

• Comp.Uilefea. Since thes aim is to gain maxinnnn innding for program expendl-
tures, aee coM ad fees should be low. However, in asessing investment
man cots, it is imporant to e~nn nanial results nt of mnM fees
at~e thanat absou~ fec ~ees
•-Zkt experse andreputauan. T~e trust~l's repntat~n and xperience in managing the
funds cn beur directly on raisingufnanial resources

4. McurreM t rem~ues frm Wal sores

Recurent cats ar the hardest to rakm om dono , who like to support projects with a de-
fined start and Wnih & Whi the B Mnanc mcn at oined in Ann= I have bee set
up through GBT grants or debt for natm swmps, the World Wildlife Fund Is w~rking on
new prototypc whch provide mnty by rerent reveus frm local soures.

For enmpe in Beliz te =goverment recently endarsed a proposal to establish a pro-
tected arua tust fond. Tsb nd will be anced by a new $20 fee charged to aU in-coming

5 .Røulizing -nvesb~ent Objectives Through A M~qsa Diversifed Pr'tblio" By Judth F. 1e, Vice
Prfifmnt C. Waer Nichols 111, Vice Pueuident, and An~eony D. Panutti, Vice PresIdet, i P
Morgn

7



Ilil

lli li



rr i 1 1,1Slil , tP

lir Brhil ' ii



sø

eisIøfil ""IID Ih[

hqaIlt[.E



二．⋯⋯⋯⋯⋯⋯⋯⋯⋯⋯⋯⋯⋯⋯⋯⋯⋯⋯⋯⋯⋯⋯⋯⋯’靴‘｝⋯⋯



<

ci 
tø

'L

c= @ l i
til



ii e 12 pmIIi~1I
Jff

*1ini
1 in



ATES Woring Paer No. 1

Finally, informatn umt be ex nged and activities collaborated among the govramn-
Cnt agencies, NGOs, and the local people independent of this new sou= of «mdng The
f~id's project or programactivities cannot operate wn=avacum and ast bo faly intgrated
into the country's economk and social development.

VI. Monitoring and evaluation

Monitoring and *valaton re vital n Som of the questons sulsed are: ave
survey and inventoryptograms used snda~dzed m~thods and research In order to compare
acvities with and without trut OMd mmistane? Is a baelln analysis provided to monitor
chango over time? What works and what doesn't?

Monitoring and evaluaton are important for several reasons: for determining if fbnd
alms are on track for reporing back to the donors for creating an information system for

a n projet sta and tehbn ~ andf developingopatonal leons and
models for other coundes that may want to inita longterm financial mneansnim for the
conservation of biodiversity.

C. The GEFcontext

Currently, thor. ar ight projects which deal with the of trut funds in the
GEF pilot phasO. Some point to consider are:

SProcurment is diicult. International bidding is likely to be i inany
circumstances when eMabhishlng GEF trust ibad projects. Teic~1y, selecting a tros-
teo/investnant manager is Cngaging servic s therfore, tho Bank's procurement rue are
not applicabl~-ut the gumdline on the hing of csu are applicable to tho imple-
nenting agencies. Should thore be more emph~si on price competiden in tho selon of,

for exaple, a tsted manage? As statd in Seon (3) in a s
investment me ts, it is important to nider flnancial results Det of manag~-

mnt fees rather than at ab~otn fe levels. How tho k nancial narket is chan wil
detrminewheretolo"fbre mtdme r

•Trms of Reerence br 2awyerc bed under te rus and mmst be cleaed with the
Bank's country -ayr

STh World ank'requh M for reporting, nanci stam and audit~g
apply.

D. Conclusions
from the workshop

•In the short history ofmconservadonba It is aheady clear that no on soluon works

,At ghaare behng ried, mor. time is needed befor. les-
son can be galind

• Te fnancial n hanl n mut be utrucured in such a way that it can buter tho
chang ln governm en policies, and individM s that happnfequently in eey country.

• It is ental to fndthert~ t~ana * n eaccountry whichputsmoney i ~thefld
immediately and, at the same time, begins to bu~d the policy and planning coordinating

14
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Annex IH

Workshop on Trust unds and ow
Ma reh 12,1992
World Bank
Room F1244

9:00 -9:10 Opening umarks:
Leif E. Christoffersmn, Divison Chief, APTEN.

9:10 -9:20 Introducdon to the workshop objectvs:
Susan Shem, ASTEN.

Case Study Pemtatlon:

9:20 -9:40 Philippines Founar~On for the
Environment:
Celso Roque, Senlor Fellow, WWF, and the former
Under Secretary for Environment and Natural
Resources, the Ph~ippnes
and Dick Edwards, WWF CouMtry Re snt,
the Ph~ippines.

9:40 - 10:00 Gunanase~ Conservation Area:
Johnny Rosal, Director,
Guanacaste Conservaton Ara, Costa Rica.

10:00 - 10:20 Bolivia Nadonal Pund
for the EnvIonment:
Carlos Quintela, Executive Director,
Bolivla Nadonal Pund for the Environment.

10:20 -10:40 Coffee Break

10:40 -12:00 Discussion

12:00-1:30 Lunch

37



Operti~a £km"nt of the'Trøt
~ud er Endowment

1:30-1:50 d te ncom:
Barbara Hosneen, Director of Conservation
Financ, WWF
ad Barry Spergel, Lega Advisor, Conservation Pinance,
WWF.

1:50 - 2:30 Discussion

2:30 -2:50 Administration of the Income:
Randy Crds, Director of Conservation
Flnanc, The Nature Consvancy and
Francsc To=Mreiles, Drector of Conservation
F~nanc, South Amerla.

2:50 -3:10 Coffee Break

3:10-3:50 Discussion

3:50 - 4:10 Using the Income:
Katy Saterson, Director, Biodiversty
Support Program, WWF/WRIINC.

4:10 -4:40 Dscussion

4:40 - 5:00 Consideradons for the World Bank
as administrator and Implementer of the GBP:
Barbara Lausche, ENVAP, Ben Kamug~ehn AFTEN,
and Kn Newcomb, ENVGC.

5:00 - 5:10 Summary of the Main Issues and Next Stps:
Agl Kss, AFTEN.

5:10-6:00 Recepdon

38



Seond Trust Fad Workshop
July 31,1992
World Bank
Room 55423

9:30-9:45 introduction
Kalen Mi~in ENVGC.

9:45 -10:00 Dscription ofthm Peru Trust Fund:
Claudia Aldennan, LA1TF.

10:00 -10:30 Lgal Structures:
Rudy van Puymbroeck LEGLA.

10:30-11:00 Disca

11:00-11:30 Cofee Break

11:30 - 12:00 Financial and Taxation Issues:
Frani~co Tourreilles, Tbe Natur Conservancy
(via videotape), and
Mihe de Nevers, LATEN.

12:00 -12:30 Discussion

12:30-1:00 WorkingLunch

1:00-1:45 Ivsm Stra and
Mang~nn Servcs
Judith F. Le, C. Walter Nichols IIL
and Atony D. Pennetti, from J P Morga.

1:45 -2:15 General Discussion (issues
suggested by purticipants):
- procurng services for trust fund dsip;
- in-house expertise;
- trust fand sim v.needs;
- specialGEF requiremnts.

2:15 -2:30 Wrap-up.


