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Can climate and development goals be achieved together?
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• The Future Carbon Fund (FCF) has been supporting CDM projects in
ADB developing member countries (DMCs) since 2009.

• The FCF has extensive operational experience based on a diverse
portfolio of 36 CDM projects.

• What can FCF share from this experience?
• What type of co-benefits can CDM projects deliver?
• What are the practical experiences of projects under the CDM?
• What are the lessons learned?
• How can these lessons be used in the design of a new mechanism?

Presenter
Presentation Notes
The Future Carbon Fund (FCF) has been supporting CDM projects in ADB developing member countries (DMCs) throughout Asia and the Pacific since 2009.The Fund has extensive CDM operational experience based on a diverse portfolio of 36 CDM projects.What can FCF share and learn from its experience?:What type of co-benefits can CDM projects deliver?What is the practical experience under the CDM?What lessons can we learn from this?How should these experiences be used to for the design of a future mechanism?



The FCF Co-benefits Assessment
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Assessment of FCF portfolio projects’ contribution to
SD through the delivery of co-benefits

• Co-benefits are the additional positive social, environmental, and
economic benefits above and beyond the main benefit of GHG
reduction.

• FCF undertook qualitative and quantitative analysis of the social,
environmental, and economic co-benefits.

• Based on field visits and stakeholder interviews for 33 projects.
• Mapped the co-benefits against the 17 UN Sustainable Development

Goals.
• Gathered Lessons Learned and analyzed how these could be used

to for the enhanced consideration of SD under a new market
mechanism under Article 6.4 of the Paris Agreement.

Presenter
Presentation Notes
Considering this, the Future Carbon Fund launched its co-benefits assessment to comprehensively assess the contribution of its projects to sustainable development through the delivery of co-benefits.In the context of climate change, co-benefits are the additional positive social, environmental, and economic benefits attributed to climate mitigation projects above and beyond the main benefit of expected GHG reduction. They can also  be referred to as “side benefits,” “secondary benefits,” “collateral benefits,” and “associated benefits.The Fund’s assessment included qualitative and quantitative analysis of the social, environmental, and economic co-benefits that FCF projects are delivering.  We used on-the ground data gathering, based on field visits and stakeholder interviews for 33 of our projects.The identified co-benefits were mapped against the 17 UN Sustainable Development Goals which form part of Agenda 2030. Based on the assessment we gathered Lessons Learned and considered how these could be used to make recommendations on how co-benefits could be considered in the design of a new market mechanism as envisaged under Article 6.4 of the Paris Agreement. 



The Future Carbon Fund
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• Trust fund established and managed by ADB under its Carbon Market
Program (CMP).

• Six participants who have collectively committed US$115 million.
• Launched to enhance the competitiveness of low-carbon technologies

and support emission reduction efforts through the pre-purchase of post
2012 CERs.

• Unique features include price certainty through fixed price forward
contracts And ability to provide upfront payment to overcome investment
barriers.

• Selective in contracting high quality projects which not only meet CDM
requirements and comply with ADB’s social, environmental, and
Indigenous Peoples safeguards policies but also provide a range of local,
regional, and trans-boundary co-benefits.

Presenter
Presentation Notes
What is FCF?It is a trust fund established and managed by ADB under its Carbon Market Program (CMP). CMP – also includes the Asia Pacific Carbon Fund; the Technical Support Facility; and the Japan Fund for the Joint Crediting Mechanism.FCF has six participants who have collectively committed USD115million.Six Participants – Swedish Energy Agency, the Government of Finland, the Government of the Republic of Korea, Participatie Maatschappij Vlaanderen NV, POSCO, and Eneco Energy Trade.FCF was launched to enhance the competitiveness of low-carbon technologies and support emission reduction efforts through the pre-purchase of post 2012 CERs. FCF was designed with unique features to address regulatory uncertainty and  provide price certainty to incentivize project development beyond 2012. This includes the ability to pay a portion upfront (together with payment on delivery) and the ability to offer a fixed price.Reflecting its core objective, FCF projects must demonstrate potential to deliver real GHG emission reductions.However in addition to this, in line with the preference of its participants, the Fund has been very selective in contracting high quality projects which not only meet CDM requirements and comply with ADB’s social, environmental, and Indigenous Peoples safeguards policies but also provide a range of local, regional, and trans-boundary co-benefits.This reflects ADB’s broader development agenda which identifies climate change as one of its strategic priorities in its mission of achieving poverty reduction and sustainable development.



FCF Portfolio – Number of Projects by Project Type
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• Collectively the FCF portfolio is expected to reduce 2.95 million tCO2 per annum
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Presentation Notes
The pie chart provides the breakdown of the FCF portfolio by project type.The majority of FCF’s investments are in renewable energy (88%), followed by energy efficiency (6%), waste management (5%), and the transport sector (1%). Collectively, the FCF portfolio is expected to reduce 2.95 million tCO2 per annum.The volume of GHG reductions by individual projects varies from 6,700 tCO2e per annum by a solar photovoltaic project in Thailand to more than 382,000 tCO2e per annum by a run-of-river hydro power project in Bhutan.



FCF Portfolio - Percentage of Total Investments by DMCs
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Presenter
Presentation Notes
The pie chart provides the Percentage Breakdown of FCF Portfolio by developing member countries with regard to ‘Total Investment made by the Fund’.



Co-benefits delivered by FCF Projects
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Presenter
Presentation Notes
The graphic shown here provides a summary of the co-benefits.FCF projects are benefiting an estimated 10.52 million people in 12 of ADB’s DMCs in Asia and the Pacific.Key benefits include:1200 MW of renewable energy capacity producing about 2.89 million MWh of renewable energy per annum contributing to energy diversity, improving energy security and demonstrating the viability of low carbon technologies.More than 13,750 people directly employed by the projects and around 900 more people have been employed by service providers.More than 5,000 local beneficiaries, most of who were women, have received vocational training, providing them with necessary skills to pursue additional income generating opportunities. A further 150 entrepreneurs have been able to earn additional income by providing auxiliary services to the projects.New infrastructure has been built or existing infrastructure rehabilitated at 25 project sites. This includes local roads, street lighting, and transmission lines which brought about improved access to markets, improved safety and improved access to electricity.Improvements to education facilities such as upgraded buildings, new resources and improved toilet facilities have benefitted more than 8,500 children.300,000 daily commuters are benefiting from an upgraded urban transport service.Energy-efficient technologies been distributed to 1.39 million people.Improved indoor air quality for 1.29 million people, benefiting mostly women and children and local air quality for almost 20,000 people has been improved through reduced odor upgraded solid waste and wastewater facilities.Local health facilities were built or rehabilitated and medical camps were organized through 19 projects, benefitting approximately 39,400 people.



Co-benefits delivered by FCF Projects
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Contribution towards UN SDGs 
by 33 FCF projects. Source: FCF

Presenter
Presentation Notes
This graphic provides a summary of the FCF projects’ contribution to the SDGs.As projects contracted by FCF are implemented as CDM projects, they all contribute to climate change mitigation as envisaged under SDG 13 (Climate Action). FCF projects are also making a significant direct contribution to SDG 1 (No Poverty), SDG 3 (Good health and Well-Being), SDG 4 (Quality Education), SDG 7 (Affordable and Clean Energy), SDG 8 (Decent Work and Economic Growth), SDG 9 (Industry, Innovation and Infrastructure), SDG 10 (Reduced Inequalities), SDG 12 (Responsible Consumption and Production), and SDG 17 (Partnerships for the Goals). Identified co benefits include energy access and energy security, employment generation, diffusion of low-carbon technologies, technological innovation, health benefits associated with reduction in air pollution, reduced dependence on imported fuels, reduced traffic congestion, and increase in net trade of technologies and services, among others. 



Key lessons
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Project Entities
• Project design that maximizes co-benefits – co benefits should be

integrated into a project’s blueprint
• Importance of dialogue with local communities in the decision-

making process – close collaboration from the early stages is crucial
• Corporate philosophy of the project entities – well considered CSR

programs create shared value for business and community.

Governments
• Smart domestic policies bring synergy for multiple co-benefits –

smart policies consider integrated solutions for climate change and
local development issues.

Presenter
Presentation Notes
Project design that maximizes co-benefits: Climate change mitigation and co-benefits can go hand-in-hand if considered and planned from the early stages of the project. If co-benefits are carefully integrated into a project’s blueprint, it can to a large extent, ensure their delivery.Importance of dialogue with local communities in the decision-making process: Close collaboration with a range of local stakeholders from the early stages of project development is crucial as they all play a pivotal role in the success of the project and delivery of co-benefits. Corporate philosophy of the project entities: Regular engagement with the local communities through well considered CSR programs helps to create shared value for the business and society. This is a key success factor in achieving GHG mitigation and delivery of co-benefits.This was demonstrated by the 50.4MW Tata Wind Farm - in Maharashtra, India. The project entity, Tata Power Company, has a comprehensive community outreach program to improve living standards of the local communities located near the project site.  The benefits of this program, and of TPC’s commitment to delivering co-benefits is evident in the communities near the site and in conversations with residents.Smart domestic policies bring synergy for multiple co-benefits: Smart policies can consider climate change issues and local development issues together, realizing that these require an integrated solution. Governments must create an enabling environment to encourage a shift to a low-carbon approach by incentivizing investment in low-carbon technologies and providing the required stimulus to GHG mitigation projects for realizing their full potential.An example of this includes the Very Small Power Producers Scheme in Thailand. FCF has purchased CERs from 4 solar power projects developed under the scheme, all less than 10MW. The projects sell electricity to the Provincial Electricity Authority (PEA) who prioritizes a certain amount of electricity supply to villages within a 5-10km radius of the project. The Projects also contribute to the Power Development Fund of the Thai government, which distributes funds to communities close to the projects to cover local development projects in education, public health, and environmental management. 



Key lessons
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Carbon Credit Buyers
Incentivize high quality mitigation projects -CER buyers should take
co-benefits into consideration in their CER transactions
• Inclusion of co-benefits in the Emission Reduction Purchase

Agreement (ERPA) – can lead to stronger inclusion of co-benefits in
the project

• Secured stream of carbon finance – FCF long term fixed price
contracts supported delivery of co-benefits

Presenter
Presentation Notes
Incentivize high quality mitigation projects: The nature and scope of co-benefits and even the quantum varies from project to project depending upon a variety of factors. It is the prerogative of CER buyers to assess co-benefits as part of their due diligence and take them into consideration in their CER transactions. CER buyers may even consider paying incentive pricing for CERs from projects that can deliver significant co-benefits. Inclusion of co-benefits in the Emission Reduction Purchase Agreement (ERPA): CER buyers can structure their transactions to provide results-based carbon finance linked to certain development activities and/or delivery of pre-defined co-benefits. Assessment of co-benefits and their enforcement during ERPA negotiations can lead to stronger inclusion of co-benefits in the project. Secured stream of carbon finance: FCF support in the form of long-term fixed price contracts helped its counterpart project entities to secure their carbon revenue stream thus protecting them from exposure to carbon market fluctuations. FCF’s ability to provide upfront payments significantly helped project entities in project implementation/operations and therefore ensured sustained delivery of the co-benefits.FCF is supporting two solar cooker projects in Gansu province in rural PRC. The projects illustrate how carbon revenue can be the main driver of project development. The cost of a cook stove is approximately, CNY400 (about $60 equivalent) including manufacturing, transportation, installation, and maintenance for the first 3 years. The cost was shared between the project entity (CNY365, or about $55 equivalent) and each participating household (CNY35, or $5 equivalent), with the project entity financing these costs through upfront payments from the CER transactions. 



Way Forward
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• Article 6.4 provides for a new mechanism to support GHG
emission reductions and Sustainable Development

• How to address SD in practice in mitigation activities is yet to
be defined.

• No agreement yet on a common standard for monitoring and
reporting SD impacts.

.
• FCF has demonstrated that it is possible to develop a framework

for reporting of co-benefits using UN SDGs.

• A globally approved standard for the monitoring and
reporting of co-benefits is needed.

Presenter
Presentation Notes
Article 6.4 of the Paris Agreement provides for a new mechanism by which public and private entities can support GHG emission reductions and sustainable development, but how to address sustainable development in practice in mitigation activities is yet to be elaborated. There is also no agreement on a common standard for monitoring and reporting sustainable development impacts in relation to mitigation projects and programs.   It is reasonable to expect that future work on harmonized sustainable development standards will build on the Agenda 2030. Through this assessment FCF has demonstrated that it is possible to develop a framework for reporting of co-benefits using UN SDGs, although it is more difficult for some indicators than others and often quantification was difficult. A globally approved standard for the monitoring and reporting of co-benefits is needed to assist project entities. This would be valuable for unlocking the hidden value of carbon for governments and the private sector.



Way Forward
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• New mechanism under Article 6.4 of the Paris Agreement may
require GHG mitigation projects to demonstrate that they will
deliver co-benefits

• Delivery of the expected co-benefits could be monitored using a
simple framework based on the SDG indicators and included in
validation and verification reports.

• An approach using the Agenda 2030 framework that puts
stronger emphasis on monitoring and reporting of co-benefits
could be considered while discussing “fostering sustainable
development” under Article 6.4.

• A critical issue is will mitigation impacts be quantified and
verified? Or will SD be integrated into the mechanism itself?

Presenter
Presentation Notes
The new mechanism under Article 6.4 may require GHG mitigation projects to demonstrate that they will deliver co-benefits.  This could be achieved in part through stronger emphasis and better guidance on local stakeholder consultations. The delivery of the expected co-benefits could be monitored using a simple framework based on the SDG indicators.  Co-benefits may also be included in the scope of validation and verification. This would ensure transparency and could be an important reference for buyers.  An approach using the Agenda 2030 framework and that puts stronger emphasis on monitoring and reporting of co-benefits could be considered by negotiators while discussing the meaning of “fostering sustainable development” under Article 6.4. One of the key issues is likely to be if it will be a mechanism for mitigation and sustainable development, but where only mitigation impacts will be quantified and verified, or if sustainable development will be integrated in the mechanism itself.�	
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