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To support financing

environmental management

tfowards the sustainable

development of Ecuador.




Fondo Ambiental Nacional (FAN) is a
leading organization in the design and
implementafion of financial strafegies and
mechanisms. It consfifutes a poinf of con-

vergence for ideals and acfions fo come

.__.—" I|



fogether fo efficiently support environmen-
tal management and biodiversity conser-
vation in Ecuador within the frameworls of
sustainable development.




ondo Ambiental Nacional is a private, non-profit organiza-

tion, born out of the interests of a group of leaders from different
secfors of Ecuadorian society (government, productive secfor, acade-
mia and non-governmental environmental organizations) for the pur-
pose of identifying a stable financing mechanism to support the
implementation of environmental management actions in Ecuador.
Given the crifical lack of resources, our worls is vifal to ensure the finan-
cial sustainability of inifiatives thar would otherwise end after their fi-
nancing was discontinued.

In 1994, a process of consultations and workshops began with a va-
riety of acfors fromn Ecuadorian society, the donor commmunity and
other Latin American environmental funds, aimed af identifying an ef-
ficient mechanism fo support financing environmental management
in Ecuador. Two conclusions drawn from those workshops were essen-
tial to the creation of the Fondo Ambiental Nacional: one, that it
should be a private organization constituted under the Civil Code but
with a minority representation from the Government; and two, that
there should be a direct link between actions carried out by the Fund
and the national environmental priorities.



Between 1996 and 1998, the poalitical situation in Ecuador prevented
the Fondo Ambiental Nacional from beginning ifs activities. Later, in
1999, the Ministry of the Environment initiated a process of consultation
with the participation of a diverse group of stalkeholders interested in
Ecuador’s environmental agenda, in order to analyze the suitability of
acfivating the Fondo Ambiental Nacional as a financing mechanism
to support environmental policies in the country. Based on those resulfs,
as well as on guidelines established in the Nafional Environmental
Plan and the Environmental Strategy for Sustainable Development,
the Board of Directors of the Fondo Ambiental Nacional developed
an inifial strafegic approach aimed af supporting biodiversity conser-
vafion with an emphasis on the Profected Arecs.

Since 2000, the Fondo Ambiental Nacional has made important
progress in managing extraordinary donatfions fo support conservation
inifiatives in Ecuador through the Protected Areas Program, the Eco-
Fondo Program, and other programs and projects.



In 2003 the Board of Directors approved our Strategic Objectives to
2010:

To contribute fo environmental management and biodiversity conser-
vation in Ecuador through

a)  Long-term co-financing of the basic operafing costs of the Na-
tional System of Protected Areas (government-run) with an en-
dowment fund of af least 35 million US dollars;

b)  Support for the strengthening of the National Environmental
Authority, and;

c)  Application of FAN's institutional capacities for fundraising
and the administration, monitoring and evaluation of pro-
grams and projects, generafing synergies with nafional
and local organizations.






Legal
Stafus

xecutive Decree No. 3409 RO. 865, 01.18. 1996) defines
E the Fondo Ambiental Nacional as a non-profit entity with
its own legal status under Privafte Law, registered under and sub-
ject to the provisions of the Ecuadorian Civil Code for the primary
purpose of financing plans, programs, projects and any other ac-
tivities related fo the profection and conservation of nafural re-
sources and the environment.

To enable the Fondo Ambiental Nacional to fulfill the objective
for which it was created, its By-laws (last amended by Executive
Decree 2820, RO. 622, 07.19.2002) authorize FAN to raise and
administer financial resources and to channel foreign and do-
mestic confributions to finance governmental and non-govern-
mental activities, in both the public and private sectors, related
to the sustainable management of Ecuador’s nafural resources.






Main
Characteristics

Fondo Ambiental Nacional:

e Manages and channels resources. If is not directly involved
in implementing field activities.

e Supports financing the country’s principal environmental
priorifies through a strafegic alliance with the Ministry of
the Environment of Ecuador, for which purpose it main-
fains current agreements.

e Is a voluntary mechanism for channeling national and in-
ternational resources from public and private entities.

* Has a multisectoral and cross-disciplinary Board of Direc-

tors, which ensures that a range of stakeholders participate
in decision-making.
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Principles
and Values

he activities of the Fondo Ambiental Nacional aim fo gen-
erafe and supporft changes fowards sustainable develop-

ment through the following institutional principles and values:
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Our activifies respond to national environmental policies
and are aimed af providing solufions fo national problems
with a global scope.

We worls fo generafe and strengthen broad parficipation
through strategic alliances among different stalkeholders —
governmental and privare, nafional and infernafional —
with a preference for participatory processes involving
local stalkkeholders, based on equity and respect.

Our actions are based on the broadest possible concept of
sustainable environmental management, including issues
relared fo air, wafer and soil quality and fo conservafion
(holistically defined), involving an ecosystem approach,
sustainable use of natural resources, recovery of biodiver-
sity, and fair and equitable benefit and cost sharing.



We assume due environmental and social responsibility
for our actions, processes and investments. We worls with
organizations, businesses and insfifutions thaf also assume
those responsibilities, and require potential parfners fo ac-
cepf them as well.

Our activities are characterized by high standards of in-
teqrity, fransparency and efficiency, complemented by full
accountability for all of our actions.

We continuously strive for excellence in our performance,
characterized by our commitment, professionalism and
the personal qualities of our Board of Directors and mem-
bers of our staff.
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Governance
and Operational
Structure

Board of Directors

The Board of Directors of the Fondo Ambiental Nacional is ifs
highest decision-making body as well as regulafory and policy-
making authority. It is comprised of seven members, and its
composition faithfully reflects the concept of its being a point of
convergence for different sectors:

¢ The Ministry of the Environment official in charge of envi-
ronmental management as an ex—officio member, in rep-
resentafion of the government of Ecuador;

¢ Three members representing Academia, Non-Governmental
Environmental Organizations and the Private Producfive Sector,
all of whom shall be appoinfted by electoral colleges operat-
ing as stipulated in the By- laws;

¢ Three appointed members who will be unanimously se-
lected by the Board of Directors from among individuals
with distinguished careers in the fields of finance, invest-
ment, philanthropy or fundraising, among other areas.
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They shall nof have a polifical parfy baclkground or be
connected to the Government; they must have irre-
proachable track records, both ethically and profession-
ally, and recognized experience in the field(s) that the
Board of Directors deems necessary for the institutional
strengthening of the Fondo Ambiental Nacional. Two
of these three members of the Board of Directors must
be from cifies other than Quito, Ecuador.

The Board of Directors appoints an Executive Director, chosen
through a competitive selecfion procedure, who is responsible
for the operations of the Fund, in accordance with the policies
and guidelines issued by the Board of Directors.

Fondo Ambiental Nacional has been designed with a horizontal
structure for effective operation, which includes: the Programs
and Projects Director, the Management and Finance Director and
the Fundraising and Communications Unit, all of whom worlk
closely with the Executive Director. There is also an Infernal Audi-
tor who reports fo the Board of Directfors.

All activities are carried out in accordance with planning
processes aimed af concrefe performance goals.
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Scope
- of Action

A) THE PROTECTED AREAS PROGRAM

The Goal of the Protected Areas Program is “to support in-situ
biodiversity conservation in Ecuador by consolidating and
strengthening the National System of Protected Areas (NSPA),
promoting the design and implementation of policies, strategies,
technical tools and long-term financial mechanisms to make it
possible to fulfill the objectives for which the Protected Areas
were established”.

The ‘protected areas fund’ (fap)

One of our most important initiatives is the establishment and op-
eration of the protected areas fund’ (fap), whose main purpose is
“fo contribute to consolidating the confinental profected areas of
the National System of Protected Areas, through long-term co-fi-
nancing of basic operating expenses, as well as related technical
assistance”.
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This protected areas fund’ (fap), is a joint initiative between the
Ministry of the Environment of Ecuador and Fondo Ambiental Na-
cional with strong support from international cooperation agencies.
It aims af raising a variety of extraordinary funds to capitalize an
infangible endowment fund. The income generafted from invest-
ments is used fo cover the basic operating expenses of priority
Protected Areas on the mainland of Ecuador, addifional areas
will be included as new funds are secured. This strategy provides
stable long-term financial resources to supplement the budget
allocafted by the government of Ecuador.

The instrument has a decentralized mechanism for channeling
funds directly to the Protected Areas, in which eligible budget
items and accounting mechanisms are well defined.

The first phase of operations of the protected areas fund’ (fap)
was funded by the Government of Ecuador, a donation from
GEF, and two debt-for-nature-swaps (Germany), which fotaled
around 13 million US Dollars (August 2006).

Despite the important efforts made fto reach the required level
of capitalization, much remains to be done. It is estimated that
Ecuador needs an additional 60 million US Dollars for the pro-
tected areas fund’ (fap). This estimate is based on a proposed
‘basic management scenario’ for conservation of the continental
NSPA (Financing Needs Assessment for the Nafional System of
Protected Areas of Ecuador, Ministry of the Environment: 2005).
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The Strategic Plan 2006-2015 for the National System of Protected
Areas of Ecuador includes a 35 million US dollar capitalization targef
for the pprotected areas fund’ (fap) by 2010 as an essential compo-
nent fo achieve financial sustainability. This amount will enable the
protected areas fund’ (fap) to provide funding for all of Ecuador’s
confinental profected areas. This assumes thar government confribu-
tions will remain af their curent levels.

Institutional Strengthening of the National System of Protected Areas

Our activities in this area include efforts to strengthen the ca-
pacity of the National System of Protected Areas fto maintain
Ecuador’s national biodiversity heritage through four major
approaches:

e Support for strategy development and implementation of
the Nafional System of Protected Areas.

e Development of improved management instruments, in-
cluding guidelines for more effective day-to-day control

and surveillance of protected areas.

o  Contributions to the analysis of the national system’s financing
needs, and innovative solutions for sustainable funding.

e Analysis of and recomnmendations for cost efficiency in protected
area management, impact moniforing and evaluation.
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B) THE ECOFONDO PROGRAM

The Fondo Ambiental Nacional (FAN) manages the EcoFondo
Program, funded by the Crude Oil Pipeline (OCP), Ecuador
S.A. and EnCana Corporation (EnCana). This 16.9 million US
dollar, 20-year 'sinking' fund constitutes one of the most im-
portant sources of private funding dedicated to biodiversity

conservation in Ecuador.

The design and structure of this fund are the product of a tho-
rough negofiation process befween a group of non-govern-
mental environmental organizations in Ecuador and petro-
leum sector companies interested in co-financing

conservarion acfivifies.

The implementation of the EcoFondo follows an annual com-
petitive project cycle that begins with a public call for pro-
posals. Projects are assessed by a panel of external experts
and approved by the board of the EcoFondo.

Eligible activities include: conservation and sustainable use of
nafural resources, research, and promotion. This program is
mainly applied in areas of direct influence of the pipeline,
protected areas related fo hydrocarbon production, and

ecosystems of national importance.
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C) PROJECTS MANAGEMENT

Based on ifs institutional capacdity, its agile and transparent mecha-
nisms and procedures, Fondo Ambiental Nacional has assumed re-
sponsibility for the management of several programs and projects
related o specific profected areas or priority policy issues for biodi-

versity conservafrion in Ecuador.

FAN's current portfolio of projects includes: i) The CEREPS — Yasuni and
Cuyabeno Project funded by the Government of Ecuador, i) The
Project of Consolidation and Creation of Protected Areas in the Con-
dor Kutuku Corridor, funded by The Gordon and Betty Moore Foun-
dation, iii) Projects sponsored by Conservafion International —
Ecuador, among others.

D) FUNDRAISING AND COMMUNICATIONS

The Fondo Ambiental Nacional (FAN) has a specialized Unit that
implements FAN's inferconnected Fundraising and Communications

Strategies.

The primary goals of the Fundraising Strafegy are fo: i) Continue
capitalizing the protected areas fund’ (fap); target: 35 million US
dollars by 2010; ii) Obtain additional sinking funds for ear-
marlked Protected Areas; and iii) Mobilize resources for internal
institutional sfrengthening.

The Fundraising Strategy will be updated in 2007 with support
from The John D. y Catherine T. MacArthur Foundation.
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Investing in the
Future of Ecuador

he strafeqic importance of inferventions of Fondo Am-
T bienftal Nacional for the Protected Areas of Ecuador,
and the sustainable development of the country, is also re-
flected in the significant contributions received from a variety
of sources, especially: The Government of Ecuador, GEF -
World Bank, The Republic of Germany, Kingdom of the
Netherlands, United States Agency for Infernational Develop-
ment, Andean Development Corporation, The Nature Con-
servancy, Conservation International - Ecuador, The John D. y
Catherine T. MacArthur Foundation, The Gordon and Betty
Moore Foundation, IUCN-NL, and Summit Foundation,

among others.

Impacts are visible: since starting our operations in 2002, we
have managed to channel substantial funding to 11 of the
32 protected areas, on the mainland of Ecuador, represent-
ing around 70% of the fotal area designated as a high prior-
ity for biodiversity conservation.
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Working closely with the Ministry of the Environment, we are now
financing approximately 20% of the total basic operating ex-
penses of the National System of Protected Areas. This is done in
a cost efficient, accountable way and sustainable over the long
term.

Fondo Ambiental Nacional is a strong and professional institution
with a clear strategy directly relared fo the environmental prior-
ities of Ecuador.

The support and frust different donors have placed in this inifia-
tive, and the subsranfial progress achieved, demonstrate thaf
our operational model constitutes an interesting opportunity for
infernational cooperafion agencies and the privafe secfor to in-
vest in biodiversity conservation and the sustainable use of nat-
ural resources, which are essential for the sustainable
development of Ecuador.
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Fond iental

Fondo Ambiental Nacional

Av. Amazonas N34-311 y Atahualpa

Ed. Financiero Amazonas, Piso @

Quito - Ecuador

Phones: (593-2) 224 6116 / 224 6020
Fax: (593-2) 226 2605 Casilla 17-01-698
www.fan.org.ec
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