Armenia, Azerbaijan and Georgia

Caucasus Protected Areas Fund (CPAF)

In the Caucasus today, an abundance of pristine nature exists, however there is also a severe shortage of funds to carry out the day-to-day work to support conservation. The Caucasus Protected Areas Fund (CPAF) was therefore established in 2007 to support ongoing operations and maintenance of the protected areas in Armenia, Azerbaijan and Georgia. This area includes 80 existing protected areas across the three countries.

Origin of Fund

The Caucasus Protected Areas Fund (CPAF) was established in an effort to protect the natural treasures of Armenia, Azerbaijan and Georgia that faced serious socio-political and economic challenges following the collapse of the Soviet Union. CPAF was established to support up to 50 percent of the recurrent management costs of protected areas in all three countries. It took a total of four years to establish the Fund and consisted of stakeholder consultations, protected areas financial gap analysis, analysis of the legal and institutional frameworks in all three countries, and a feasibility study. Phase two of the effort involved designing a detailed structure of the Fund, drafting the necessary documents to register the Fund as a tax-exempt German foundation, and raising the initial capital of 7.5 million Euros, appointing a Board of Directors, and hiring the Executive Director.

Board Composition

The Board of Directors will oversee the CPAF. The Board remains to be established and will also oversee its three national sub-accounts, which will be available to donors who may only be interested in supporting protected areas in one particular country. The Board will include the Chairman, Vice-Chairman and Treasurer. The Executive Director will attend Board meetings and serve in the capacity of Board Secretary, but will not be a Board member. The Fund‘s Bylaws specify that no more than half of the Board members may consist of government or semi-government representatives at any given time, however the country ministers involved in providing feedback for the feasibility study somewhat surprisingly suggested that all of the Fund‘s board members should represent international donor agencies and NGOs to ensure objectivity guided by scientific criteria in decision-making. This suggestion was perhaps a result of a somewhat unusual political situation in the three countries.

Fund Operations

The CPAF has established detailed By-laws guiding the Fund‘s administration, operations and management. The most important task and challenge for the Executive Director is to raise the substantial capital needed for the Fund. The Executive Director is also responsible for day-today operations, coordinating for internal and external review of grants proposals, administering and monitoring grants, and representing and promoting the Fund in various capacities. Aside from appointing the Executive Director, the Board‘s responsibility also involves approving the annual budget and helping to ensure that it is sustainably managed.

Funding and Fundraising

One of the Fund‘s biggest challenges in capitalizing initial major support was lobbying the German Government to change their regulations to be able to make a hard currency contribution to the Fund. In the past, the German Development Bank (KfW) had supported a number of conservation trust funds but always through bilateral debt swaps. An extensive lobbying effort led by WWF-Germany and others that lasted more than five years finally succeeded to make way for the German Government to contribute five million Euros to the CPAF endowment. This in turn allowed for other funding commitments, including one from Conservation International‘s Global Conservation Fund (GCF) of an additional three million dollars, since the GCF requires matching of at least 2:1 from other donors. In addition to a contribution of 500,000 Euros from WWF, the CPAF endowment was established with an initial amount of 7.5 million Euros, which today totals about 11 million dollars.

The strategic approach in raising additional funds includes: targeting potential international private sector and foundation donors, including organizations and wealthy individuals; corporate foundations; and bilateral government and multi-lateral agency support. To better market the Fund and get the attention and interest of potential donors, a short and concise Trust Fund Prospectus has been developed. It presents a quick snap shot of the CPAF, including a map and other visuals that depict the extent, richness and challenges of the Caucasus eco-region.

Investment Management

The Fund‘s two main objectives for investment include preserving the capital and earning a net total annual return that averages at least five percent per year. According to the By-laws, the Fund‘s capital must be invested by an internationally recognized investment manager who is hired by the Board through a transparent and competitive process. All investments further need to comply with the investment guidelines that have received majority Board approval. To minimize the impact of year-to-year fluctuations in interest rates and stock market returns on the Fund‘s budgets, and to facilitate longer-term financial planning, the Fund‘s annual spending needs to be based on the average total rate of return on investments that the Fund has earned over the past three years.

Activities Supported

The Fund‘s primary purpose is not to implement any conservation activities but rather to make grants to support up to 50 percent of the critical management costs of Priority Protected Areas (PPAs) in the three Caucasus countries. PPAs are defined as those that are: 1) Part of a wider Priority Conservation Area as defined in the Caucasus Ecoregional Plan; 2) Legally protected in perpetuity, have their own administrative structures and management plans; and 3) Have been determined by the Board to be PPAs, based on the biological priorities established in the Caucasus Ecoregional Conservation Plan. Moreover, the grant application cannot be directly submitted to the Fund, but must go via the ministry responsible for environment and nature in the country where the PPA is located. This gives each country‘s ministry the ability to choose which eligible PPAs it wants to prioritize for grants from the Fund. While it is possible for the Fund to support conservation activities in the broader Caucasus ecoregion, the By-laws outline restrictive conditions that have to be met for the Fund to make grants to PPAs in Turkey, Iran and Russia.

Monitoring and Evaluation

The Fund expects to issue its first grants in 2009. It is thus too soon to assess the conservation impact and to implement monitoring and evaluation.
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