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Subject to Change

UNIDO’s AAITPC Project: Program of CDM Workshop

Day 1 is open for business community (by prior registration) while Day 2 is the session limited
only for the executives of the investment promotion agencies invited. This Workshop is co-
organized by UNIDO and JETRO Johannesburg,

Day 1 (Thursday, November 13, 2003)

9:00 AM

Registration

9:30 AM

Welcome and Opening Remarks

10:00 AM

Module 1: Dr. Tadashi Aoyagi, Mitsubishi Research Institute, Japan

Chailenges and Opportunities of Clean Development Mechanism (CDM)
1) What is CDM in the first place?
a) Kyoto Protocol and Annex | Countries and Non-Annex | Countries
b) Greenhouse gases (GHG)
c) First Commitment Period and Banking
d) Market-based Mechanism (CDM, JI, ET)
e) Certified Emission Reductions (CER) and ERU
2) Why is CDM important to business?
3) Why is CDM a new source of investments and technology transfers?
4) How much is a CER worth?
5) How to sell the CERs?

10:40 - 11:00 Questions and Answers

11:00 AM

Coffee Break

11:20 AM

Module 2: Mr. Thomas Black-Arbelaez, Andean Center for Economics in
the Environment (CAEMA), Colombia

How to develop and implement CDM projects that generate Certified
Emission Reductions (CER)?

1) What are requirements to become eligible for CDM projects?

2) What are baseline and additionality?

3) Small-scale CDM projects and bundiing

4} Bilateral, Multilateral and Unilateral Models

11:50-12:10 Questions and Answers

12:10 PM

Lunch

13:10 PM

Module 3: Dr. Tschenge Demana, Department of Trade and Industry (DT},
South Africa and Mr. Stefan Raubenheimer, South South North Trust

CDM Opportunities and institutional Framework in South Africa
1) Strategy and policy
2} Institutional framework to attract CDM investments in South Africa
3) Show case of potentiat CDM projects:
Energy/Transportation/Industrial/Coal Mining/Waste Management/LULUC

13:40 - 14:00 Questions and Answers

14:00 PM

Coffee Break

14:20 PM

Module 4: Ms. Sandra Greiner, The World Bank, Washington, D.C., USA

CER Buyer's Perspective and Alternatives in Financing the CDM projects
1) Emission Reduction Market
2) Quality of CERSs to purchase
3) Prototype Carbon Fund and its Experiences
4) Additional Funding Sources of CDM Projects

15:40 - 16:00 Questions and Answers

15:00 PM

Cocktail Reception

{22/Program of Workshop Ver.1 1)



Day 2 is exclusively for the executives of investment promotion agencies invited.

Day 2 (Friday, November 14, 2003)

9:30 AM | Registration

10:00 AM | Module 5;: Mr. Marcos R. Castro, Ecuadorian CDOM Promotion Office
(CORDELIM), Ecuador

What are requirements 1o host CDM projects as a country?
Issues to be discussed:
1) Understanding COM project cycle
2} CDM as a voluntary participation
3) Requirements to host CDM projects
4) Designated National Authority (DNA)
5) Functions of DNA

10:40 - 11:00 Questions and Answers

11:00-AM | Coffee Break

11:20 AM | Module 6: Mr. G.L. Jimenez Blasco, United Nations Industrlal
Development Organization (UNIDO}, Austria

What are the UNIDO activities in CDM investment promotion?

11:40 - 12:00 Questions and Answers

12:00 PM | Lunch

13:10 PM | Module 7: Mr. M. Tsukiji, United Nations Industrial Development
Organization (UNIDO), Austria

Discussion:
What is the role the Investment Promotlon Agencies must and can best
play to maximize the benefits under CDM as a host country?

1) Institutional Framework

2) Benefits and Costs

3) Formulation of Projects

4) Financing Projects

5) DNA

6) Promotional Activities

14:50 PM__ | Closing Remarks

15:00 PM | Close of Workshop

{22/Program of Workshop Ver.11)
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LIST OF PARTICIPANTS - WORKSHOP ON CDM
13 and 14 November 2003 - Johannesburg

NAME

TITLE

ORGANIZATION

TEL/FAX NUMBERS
EMAIL/WEBSITE

DAGBO Gode Pierre, Mr.

Director General

Cbte d’Ivoire Investment Promotion Centre
Tour C.CLA.
Abidjan 01 - Céte d’Ivoire

Tel : (225)20 214070
Fax : (225) 20 21 4071

pdagbo @cepici.go.ci

www.cepici.go.ci

KONIAN Léonie, Ms,

Marketing Director

Céte d’Ivoire Investment Promation Centre
Tour C.C.LA.
Abidjan 01 - Céte d’lveire

Tel : (225) 20 21 4070
Fax : (225)2021 4071

info@cepici.go.ci
www.cepici.go.ci

ABEASI Kwasi, Mr.

Chief Executive

Ghana Investment Promotion Centre (GIPC)
P.O.Box M193
Accra, Ghana

Tel: (233-21) 665 125-9
Fax: (233-21) 663 801

kabeasi @gipc.org.gh
www,gipc.org.gh

ANKRAH Peter, Dr.

Director for
Promotion &
Public Relations

Ghana Investment Promotion Centre (GIPC)
P.O.Box M193
Accra, Ghana

Tel: (233-21) 665 125-9
Fax: (233-21) 663 801

pankrah @gipc.org.gh

www.gipc.org.gh

USMAN Mussa, Dr.

Deputy Director

Investment Promotion Center (CPI)
Rua da Imprensa No. 332

R/C

Maputo, Mozambique

Tel: (258-1} 313310
Fax: (258-1) 313 325

musman@cpi.co.mz

WWW.Cpi.co.mz

CAPITINE Belarmina, Ms.

Project Officer

Investment Promotion Center (CPI)
Export Processing Zones

Rua da Imprensa No. 332 R/C
Maputo, Mozambigque

Tel: (258-1)313 310
Fax: (258-1) 313 325

beapitine @cpi.co.mz

WWW.cpi.co.mz

SITTA Samuel, Mr.

Executive Director

Tanzania Investment Centre
Shaaban Robert Sireet, 9A & B
P.O.Box 938

Dar-es-Salaam, Tanzania

Tel: (255-22) 211 63 28-32
Fax: (255-22) 211 82 53 and
(255-22) 211 63 30
sitta@tic.co.tz
www.tic.co.tz

MNALI John Mathew, Mr.

Senior Investment
Promotion Officer

Tanzania Investment Centre
Shaaban Robert Street, 9A & B
P.O.Box 938

Dar-es-Salaam, Tanzania

Tel: (255-22) 211 63 28-32
Fax: (255-22)211 82 53 and
{255-223 211 63 30
wWWww.liC.co.tz
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9 KIGOZI Maggie, Dr. Executive Director | Uganda Investment Autherity (UIA) Tel: (256-41) 251 562/5
P.O.Box 7418 Fax: (256-41) 342 903
Plot 28 Kampala Road mkigozi@ugandainvest.com
Kampala, Uganda www.ugandainvest.com
10 | MUKASA Issa, Mr. Assistant Director Uganda Investment Authority (UIA) Tel: (256-41) 251 561/5
P.O.Box 7418 Mobile: 077 420 924
Plot 28 Kampala Road Fax: (256-41) 342 903
Kampala, Uganda imukasa@ugandainvest.com
www.ugandainvesi.com
11 | AOYAGI Tadashi, Dr."." -} General Manager* " | Mitsubishi Research-Institute 1 Tek:(813)3277:0544 .
' U et LT e e 3 60temach1 2-ch0me Fax (813) 327’7 0512
; 1| Chiyoda- -Kui, Tokyo -~ . goxagl@nm,go.)p g
: s ' 190.3141 Japan - ... .1 www.mrni.co.jp -
12 BLACK-ARBELAEZ -Andean- - Center - for, :t Tel: (571) 341 34 7'7
Thomas, Mr. . Envn'onrnent {CAEMA}? . Fax (571) 33‘7 66 16
-+ .} Carrera 3% R :-'thblack@tutog:a com ;‘ ‘
C ‘No. 11 55 Bogota www andeancenter com ,
13 | CASTRO Marcos R., Mr. - - o Ecuadonan CDM Promouon Ofﬂce “Tel/Fax:/(593-2)-2. 508’510 -
: v ‘ (CORDELIM) .} me g_s_gm@ambxgnte gov o
: S s ‘Quito, Ecuador ST AL R T
14 | GREINER Sandra, Dr... ~ ~.."] The World Bank - Te,l {1-202) 4‘!3 0836 .-
el e o Carbon Fmance Unit - Fax; (1—202) 522 7432 .
: U 1818 HL Street, NW. Sgrein ner @Waridbank. grg
X - : www carbonﬁnance org,
15 | DEMANA Tshenge, Dr. " - Chxef Du'ector of
- : Geographw* Pro;ect
16 RAUBENHEIMER e Chlef E.:gecutwef -Tel: (27~ 21)425 1464 <
Stefan, Mr. S Ofﬁcer o ; 'Fa,x (2’1—'21) 425: 1463
17 | IWASAKI Satoshi, Mr Tl (43-1)260 6337

Fax: (43:1) 263-6750 ¥

satoslu 1wasak1 @mofa go' jp\.,
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CDM Workshop on Nov 13 and 14, 2003: List of Participants (Actual)

o

11/24:2003 <

No | | NAME SURNAME | COMPANY | DESIGNATION | _TELEPHONE | FAX MOBILE ] EMAIL
Business, Institutions, Diplomats:
1|Ms. |Leigh Angelo International
Trade Projects
2|MR. |Atsushi Ariomoto Nippon Paper 033-3924214 033-3426410
tndustries Co.,
Ltd.
3 Sue Bellinger IWMSA Central Branch; Waste Minimisation 011 463 4902 011 463 4902 082 577 7000 sueb@mweb.co.za -
. Portfolio
4|Ms. |Bridget Bentley Bureau Veritas 083 629 7524
5 Aldrin Beyer Iscor LTD Manager: By-products 083 118 256 7140 083 256 7140 buzz{@absamail.co za
6|Mr. |Gerrard Biessy Bureau Veritas JCEO
7|Mr. |Martin Boyd Lafarge Cement |Development Manager 018 633 3000 018 633 3141 082 321 0375 martin.boyd@lafarge.com
81Dr. IRad Crompton Depanment of |Deputy Director General, Hydrocarbons
Minerals and and Energy Planning
Energy in South
Africa
9IMr.  [Jannie Cronje BHPBilliton Environmental Manager 011376 2209 011 376 3338 082 892 4282 annie cronje@bhpbilliton. com
10|Mr.  |Martin Czernowalow Engineering Journalist 011 622 3744/8
News
11Mr. [Johann du Toit CEF (PTY} LTD |Consultant 011 535 7035 011 883 3233 083 367 0618 vatenciak@cef.org.za
12{Mr. |Mitsutoshi  |Emoto ltochu General Manager 114650030
Corporation
I3{Mr. JAM. Gibbs PPC Secondary Materials Manager 011 488 9580 011 488 1787 082 602 3579 tgibbs ¢ Co.za
14|Mr. |Carlos Gonzalez SAFEC Market Analyst 011 455 1700 011 450 1715 carios@safec.org.za
Mancebo
15|Mr. |David Graham International Chief Executive
Trade Projects
16(Mr. |Yoshitaka {Hanada Embassy of Minister 124521500
Japan
17|Dr. (S Hietkamp Business Area [CSIR 012 841 2135
Manager
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18{Mr. |Mobubaru JHirota Mitsubishi Manager, Metals Department 117220350
Corporation
19|Mr.  |Paul Hioben Industrial Editor 083 269 0667 fre@global.co.za
Metallurgy
20|Mr. INaoyuki Hosomi Marubeni
Corporation
21|Mr. |John Hunt PAMSA Executive Director 011 803 5063 011 807 8720 082 893 6230 jghn_hunt@pamsa.co za
22|Mr. |Satoshi Iwasaki Permanent First Secretary
Mission of
Japan to UNIDO
23IMr. | Toshiaki lzumi Sumitomo
Corporation
24|Mr  |Dave Joubert Bureau Veritas |SCS Manager 082 883 0632

25|Mr. |wWandile Kallipa Channel Africa |Journalist

26 Bright Kamoto The 0117203773 011 720 3532 082 544 1413 seed@areenhouse.org.za
GreenHaouse
Project

27|Mr. |Pete Kenyon Iscor LTD Development Manager: By-products 016-889-8401 X218 1011 792 0027 083 576 1542 pete kenyen@suprachem.co.2

a

28|Mr.  [Jeffrey Koh Cummins Diesei|Director, Power Generation 011 444 1859 083 413 0266 Jeffrey Koh@Cummins.com
SA

29/Mr.  |Chiharu koizumi ltachu Manager Industrial Machinery Division
Corporation

30|Mr. |Gerrit Kornelius Sasol Area Leader Environment G11 344 0141 017 610 4090 082 906 3196 gerrit kornelivs@sasol.com

3 Nikisi Lesufi Chamber of Envirenmental Advisor G11 498 7660 011 498 7429 072 224 5789 nlesufi@bullion.org.za
Mines

32 Tiebo Makhabane Dikepdana Managing Director 011 802 0041 073 237 2683 makhabane@wal.co.za
Resources

33|Dr  |Christopher [Masuku National Cleaner Director 012 841 3338 012 841 2135 082 570 9194 cmasuku@csir.co za
Production
Centre

34]Mr. |Paul Mathaha Tsebo Resource|Dikepolana Resources Gonsultant 021 804 5591 084 774 2301 mathaha80@yahoo.com
Management

35|Mr. |Tetsuya Matsuura Embassy of Economic Attache 124521500
Japan

36|Mr. | Xolani Mbanga SAS0L Business analyst: Alternative Energy 011 344 0068 011 522 0163 082 418 9242 xolani.mbanga@sasoi.com
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37 Percy Mbao Dikepdana Marketing Manager 011 802 0041 072 596 5000 mbacp@vyahoo.co uk
Resources
38|Dr. |Beni Mehlomakulu DST Director (RBI) 012 337 8294 012 337 8175 084 582 2783 bani.mehlomakuiu@dst.gov.>
a
39 Mrs. |Charlotte Middelton NBI (BCSD) Corporate Citizenship Manager 011 482 5100 011 482 5507 082 3771212 charlotte@nbi.org.za
40Mr.  [Thulani Mkhwanazi Department of |Senior Manager: Chemical and Aliied  [012 428 7954 012 428 7898 thulanimk@isa org.za
Trade and industries
Industry, TISA
41 HE Mr. T.B. {Moduwegedera High High Commissioner 012 460 7679 012 460 7702 083 400 4108 srs’lanka@qlobal.co.z_a
Commission Sri
Lanka
42|Ms. |Xolile Mtwa DTI Assistant Director: Geographic Projects |012 310 9956 012 320 3525 xmtwa@dti pwv.qov.za
Unit
43|Mr. |Stanford Mwakasonda Energy & 021 650 2521 021 650 2830 stanford@energetic.uct.ac za
Deveiopment
Research
Centre - UCT
44|Mr. [Kevin Nassiep DME 012 317 9617
45|Mr. |Pancho Ndebele South African  [Corporate Sustainability Manager 011 881 8299 011 881 8136 082 924 2077 pancho.ndebele@sabreweries
Brewerigs .com
46|Mr  |Harry Nieman Murray and International Business Development 011 820 4600 011 820 4686 083 630 9261 harryn@murrob.com
Roberts
47[Mr. |Hidetoshi Niinuma Sumitomo Manager
Corporation
48)Mr.  |Israel Noko Canadian Trade |Business Development Officer 011 442 3130 011 442 3325 jobra@dfait-maeci gc.ca
Office
4% Mr. [Matchy Onda Tomen General Manager 118843600
Carparation
50|Mr.  |Hiroyuki Qrimoto Marubeni
Corporation
51]Mr. [Steven Phillips International Director for Promotion & Public
Trade Projects |Relations
52[Mr. [Alvin Pillay Kaymac New Business Manager 033 387 1507 033 387 2911 083 289 4997 alvino@kayroto.co za
Rotomoulders
53 Y.S. Piltay Anglo Coal Senior Divisional Marketing Manager 011 638 5323 011638 5323 082 771 6868 ypilay@angloamerican.co.za
54iMr. |Kobie Pretorious City of Tshwane [Landfill Management 012 308 0551

Metropalitan
Municipality

012 308 0501

082 786 0869

kobiep@tswane gov.za
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55|Mr. [Paul Rogers 5.A. Fed Civil  |Export Managers 011 455 1700 011 450 1715 exper@sascec.org.za
Eng.
Contractors

56|Mr  |Hugh Saunders PGBI Engineers |Director 011-808-3800 011-808-3801 hsaunders@pagbi.co za
and
Constructors Pty
Ltd .

57|Mr. |Frank Schwegler Angle American |Air Specialist fschwegier@analoamerican.c

0.7a
58{Mr. [Hiroaki Shirakihara Nissho lwai General Manager 011 340 3777 011 447 323 083 500 5500 shirakihara hiroaki@nisshoiwa
i.cam

59|Mr. IM.S. Solomons Engen Generai Manager 021 403 4801 021 403 4199 berenice peters@engengil co
Petroleum LTD m '

60 Sudhir Sooklal Department of |Deputy Director 012 310 9372 012 320 7905 sudhirs@dti.pwv.gov.za
Trade and
Industry

61|Mr. |Sathaworn |Subsoontorn Office of Minister Gounselor (Commerciai) 012 342 0835 012 342 0855 082 588 2998 ttepretoria@telkomsa.net
Commercial
Affairs, Royal
Thai Embassy

62{Mr. {Brian Tait Sasol Manager: Alternative technology 011 344 0129 011 522 1731 082 920 9383 brian tait@sascl.com
Technology

G3{Mr. |Takaki Terada Mitsui General Manager Metals Division 112902026
Corporation

64|Mr. |Katsuyoshi |Tokumoto Nissho lwai
Corporation

65 E.H.M. van der Merwe  |CAIA Responsible Care manager 011 482 1671 011726 8310 rcareZ@mweb.co.za

66|Mr. [Johannes |van Zyl Suprachem Divisional Manager Commercial 012 380 2505 012 380 2051 083 304 0672 jehannes. vanzyl@iscor.com

Investment Promotion Agencies:
Ms. [Léonie Konian Cote d'Ivoire Marketing Director
Investment
Promotion
1 Centre
Mr. |Gode Pierre |Dagbo Céte d'Ivoire Directer General

Investment
Promotion

2 Centre
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Kwasi

Abeasi

Ghana
Investment
Promotion
Centre (GIPC)

Chief Executive

Peter

Ankrah

Ghana
Investment
Promaotion
Centre (GIPC)

Director for Promotion & Public
Relations

Ms.

Belarmina

Capitine

Mozambique
Investment
Promaotion
Center (CPI)

Project Officer

Or.

Mussa

Usman

Mozambique
investment
Promotion
Center (CPI)

Deputy Director

John
Mathew

Mnali

Tanzania
lnvestment
Centre

Senior Investment Promaotion Officer

Samuei

Sitta

Tanzania
Investment
Centre

Executive Director

@O

Mr.

Lungisa

Magwentshu

TISA

Chief Executive Officer

012 428 7908

012 428 7031

lungisa@isa.org za

Dr.

10

Maggie

Kigozi

Uganda
Investment
Authority (LA}

Executive Director

Mr.

11

Issa

Mukasa

Uganda
Investment
Authority (UIA)

Assistant Director

Speakers:

Tadashi

Aoyagi

Mitsubishi
Research
Institute

General Manager

Thomas

Black-Arbelaez

Colombia
Andean Center
for Econamics in
the Environment

Executive Director
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3|Dr. |Tshenge Demana Department of |Chief Director of Geographic Project
Trade and Unit
Industry {(DT1)

4|Dr. |Sandra Greiner The World Bank [Economist
Carbon Finance
Unit

5(Mr. |Stefan Raubenheimer  |South South Chief Executive Officer
North Trust

Co-Organizers {UNIDO and JETRO):
M. IMasato Tsukiji UNIDO Senior Technica! Advisor and Project
Manager
2[Mr. |Guillermo  |Jimenez Blasco |UNIDO Senior industrial Development Officer
Luis

3{Ms. {Louise Binge JETRO

4|Mr. |Etienne Botha JETRO

5|Mr. |Akikazu Hamada JETRO

GiMr. [Osamu Hattori JETRO

7|Mr. |Yoshiyasu |Imazu JETRO

8§|Mr. lJason Joffa JETRO

9|Mr. |Mikio Nagata JETRO

10{Mr. | Takashi Suzuki JETRO

Total: 92 Participants
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Challenges and Opportunities
of Clean Development
=/aMechanism(CDM)

November 13, 2003
Mitsubishi Research Institute
Dr.Tadashi Aoyagi

Copyright(C) 2003 Mitsubishi
Research Institute, Inc

« Global warming

s International discussion on GHGs
reduction

» Kyoto mechanism

= Ratification process of Kyoto protocol
» Trading market

= Role of Clean Development Mechanism

Copyright(C) 20023 Mitsubishi

Research Institute, Inc




3 What is global warming

a Mechanism of global warming

= Heat-balance of the earth
« Founded in late 19t Century
= Arrhenius (Swedish scientist)

= GHGs ( greenhouse effect gases)
« CO2. methane, HFC, CFC, N20. SF6

« Global warming potential
» Several signs of warming

Copyright(C) 2003 Mitsubishi
Research Institute, Inc

[Sunlight |
L/ [Greenhouse gases,
such as COgz, allow

light to pass through
but absorb ultraviolet

[rays (heat).

|if greenhouse gases further increase... | Sunight |

Earth

F]
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=~ global warming ( 1 )

International discussion for

» 1988 Toronto conference

» Developed countries should commit 20% energy
consumption reduction.

Establishment of IPCC
Second world climate conference(1990)

1992 Earth summit ( UNCED UN conference
on environment and development )

» Framework convention on climate change
Enter into the forth 1994

Copyright(C) 2003 Mitsupishi
Research Institute, Inc

apnel on climate change)

IPCC report ( Inter-governmental

= First report(1990 )
= 60% ghgs reduction is needed for CO2
stabilization)
= Second report(1995 )
» Third report(2001 )

= Contents
» Forecast of warming
= Cost for adaptation
= Social impact of warming

Copyright{C} 2003 Mitsubishi
Research Institute, Inc




ain result of IPCC report

« Future scenario of economic energy society
» Future energy consumption
Future temperature raise

Future sea level raise

» GHGs are main contributors for last 50 years
global warming

= Average temperature raise at the end of 21st
century is 1.5C, maximum 6.1C.

Copyright(C) 2003 Mitsubishi
Research Institute, Inc

International discussion for
| global warming ( 2 )

« COP1 (conference of the parties) 1995
= Berlin mandate

=« COP3 1997 Kyoto conference
= Kyoto protocol

= COP7 2001 Marrakech conference

« Marrakech accord
= detail discussion on Kyoto protocol

Copyright(C) 2003 Mitsubishi
Research Institute, Inc
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Framework convention on
limate change

u Object
» Stabilize ghgs concentration in the atmosphere
» Obligation of developed countries
= Return the ghg emission to 1990 level in 2000
= Support developing countries in finance and
technology (rich deveioped countries)
= Definition of countries
= Developed countries Annex I OECD,EITs
» Rich developed countries Annex II OECD

= Developing countries

Copyright(C} 2003 Mitsubishi
Research Institute, Inc

]

yoto protocol(COP3 )

Dec 1997

Introduction of flexibility concept due to the
difficulty of emission reduction (energy usage
is directly connected with economic activities)

= Time fiexibility, regional flexibility, reduction point
flexibility ,gas flexibility)

Reduction target for developed countries
Legally binding close

Copyright(C) 2003 Mitsubishi
Research Institute, Inc




yoto Mechanism

= Supplemental to domestic actions,
domestic action thus constitutes a
significant element of each Annex1
Party’s effort to meet the commitments

= Annex I Party may transfer/acquire
AAUs, ERUs, CERs, and RMUs under
Article 17

Copyright{C) 2003 Mitsubishi
Research Institute, Inc

B e e |
Basic Features of--Kyoto . Mechanism'( cDMfET)I

\

Clean Development \ Emissions Trading
Mechanism {CDM) { Article 17 of Protocol }
i 2
( Article 12 Of_PTO'OCF’] -) Parties with emissicns
Developed countries to finance commitments may trade their
emissions-reduction projects in emission allowances with other
developing countries and receive Parties to achieve their
credit for doing so. commitments
. s Ty
Developed | ) | Deweloping

Coumry A |- -8 Country B -
.. | Teeh Developed - Develepead
ountry

- Country A
i w

Reduclion
over
commitme
m

-/ Emission
aliowance

Reductierny

! Reduction

» Credit gained for
reductions after 2000

5
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~Marrakech Accords
SE,-CDM-(1)

= it is the host Party’s prerogative to
confirm whether a CDM project activity
assists it in achieving sustainable
development;

= Annex I Parties are to refrain from

using units generated from nuclear
facilities to meet their commitments

Copyright{C) 2003 Mitsubishi
Research Institute, Inc

Marrakech Accords
-CDM-(Z)

« public funding for CDM projects is not to
result in the diversion of ODA and is to be
separate from and not counted towards the
financial obligations of Annex I Parties

» share of proceeds for adaptation: 2% of
issued for a project activity;

= CERs bankable up to 2.5% of a Party’s
assigned amount pursuant to Article 3.7 and
3.8

Copyright(C) 2003 Mitsubishi
Research Institute, Inc




Marrakech Accords

« CDM Executive Board established

10 members (Annex1 Parties-4, NonAnnex1
Parties-6)

= Simplified modalities and procedures for
small-scale project activities agreed at COPS8:
= (a) Renewable energy project activities <15 MW,

= (b) Energy efficiency improvement project
activities <15 GWh/year; or

= (¢) Other project activities which emit <15 kt-
CO2/year o

Copyright{C) 2003 Mitsubishi
Research Institute, Inc

Marrakech Accords

_CDM "(4)

’. Creditina period starts after the date of

the registration of the project activities

= Credits for a project starting as of 2000-
Nov11,2001 may be issued

retrospectively but not earlier than
Jan1,2000, if submitted for registration

before Dec31, 2005

Copyright(C) 2003 Mitsubishi
Research Instifute, Inc
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Marrakech Accords
3 -CDM-(5)

= Afforestation and reforestation projects
shall be the only eligible LULUCF
projects under the CDM during the 1%t
commitment period(CP)

= Each Annex I Party’s net acquisition of
CERs from A&R CDM projects for the 1st
CP: not exceed 1% of base year
emissions

Copyright{C) 2003 Mitsubishi
Research Institute, Inc

Basic Featires of Clean Developrent Machanism
P e e Y P Y ey T e T e N Y v T T T

reduclions in @missions are shared bewesn the participants of the project.

w Credils lssued in CIM is called CER (Canified Emission Reduction )

= Aex | countries can use CER for their obligations under the Kyots Protocol

= Developing country where the projects is undertaken is called “Host country”. country financing the
project is called "lnvesiment Country”

= Exavple of GHS Reduction Projects : Renewable enargy, Enhancament of energy efficiency, Fuel switch,
Reuse of Mathane

= ({2 sink project : Afiorestration and Reforesiraton

* (DM allows developed country 10 increase ils emission timil
= Rigid examinations for credit issuance
* IMis only schame in Kyolc Mechaniam that credits can be obiained before the firs! carmitment period

o 20007 i '
) Assigned Amounl of Investing
No emissions ass igrment Tramsler to iy

—n 8 hest_country_ participants Increased

; of tnvasting et

. | Caniry " by CER

; Project Host L obigined
site in country

i

,

' Bafore the . Altar the
project praject

Copyright{C} 2003 Mitsubishi
Research Institute, Inc




prOjeC t CYCI

of CIM project, where project participanis implement emissions reduction or sink projecis in
ing country and cbtain CER as a resuit of the project, is as follows.

@Validation and

+ [Cesigning of M project by the project participant
o Necessary to camplele project design docunet {(PCC) by the participant

{'t-?m]etr’pﬁrncT;sanT'gmﬁ'mmvzr:"m'Wrm‘e‘n'"ram-r."by“nb‘m'Tnvesﬁﬁg'and'*
i host country goverrments.

: o Procedures within Japan as an investing country has already detemined
; in Oct.2002.
H

-
w Host countries procedures need to be consulted (not detemined in most
a56S) - -

« Validation is done lo evaluate CIM project using POD made by the project

| participanis 1

. Ragistration of | : = Validation Is done by Designated Operational Entity (DCE)

.-CDM Pl'Oiﬁd i o [CE is selected by the project participant :

i i : | & After the validation. gualified projects will be officially registered ;

Lo H « (IMExecutive Board (EB) will repister the project H
implementation of the Project Copyright{C) 2003 Mitsubishi

Research Institute, Inc

l4—F  activity to calculate GHG reduction

T

Eo Project parlicipant mplements the project and conduct monitofing

-

Projects participant reports to DCE the monitoring result and reduclion
anounl of emissions

OCE will conduct verfification of the amniloring resull and reduction
anount

ICEwill officiaiy certify {certification) by the result of verification
o (OMEBwill issue CER (issuance) equivaient lo amount certified by OCE

« tssuance CERwill incluge reduction amant of emissions after 2000

*

+*

+ 2% of issued CER is deducled for supporting developing couniries
+ Certain % of CER is deducted for operational cost of CIM
= Pertentage is not detemined at the mament
« Revaining CER is shared betwean Host country and project participant
 Sharing ralio needs to be pre-detemined
o In case project participant is more than one, sharing ratio among
the participanls needs 1o be pre-detemined

Copyright{C) 2003 Mitsubishl
Research Institute, Inc
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)

CDM Project
Cycle s Ty

National National

Registry A Registry

Acrout of . -

Cumpany A” )
. Account

Acconnt of

Company B

¥ For projects started between year 2000 and Marrakech
Accord. reduction after year 2000 will be credited if the
project is registered by CDM EB before 2005.

opyright(C) 2003 Mitsubishi
Research Institute, Inc

“Assess a project proposal from the SD priority,
provide a letter of approval
= Develop procedures for public participation and
environmental impact assessment
= Capacity building needs
:Institutional, legal capacity
:Development of project portfolios
:OEs familiar with the host country’s
circumstances

Copyright{C}) 2003 Mitsubish; -
Research Institute, Inc
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Choice of Efficiency
energy improve

Copyright(C) 2003 Misupisnt  Consumption
Research Institute, Inc reduction

HGs reduction points

» Choose jow emission fuel

= Increase energy efficiency at energy
conversion

s Recover from flue gas

= Recover from atmosphere(sink )
Increase energy efficiency at final use
Methane use

Copyright{(C) 2003 Mitsubishi
Research Institute, Inc
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CDM/JI project example(1)
4. multiple benefits

[
. e

-«%rncnency Increase of a gas-fired power
plant (1,000MW) from 30% to 40%

= Saves 44,000,000m3/yr of natural gas

= Saves 1,000,000t-CO2/yr of carbon (which can be
marketed: indicative price up to $10/t-CO2, thus
10 year reduction could finance about 10% of
investment)

= Reduces pollution through reduced energy -
consumption and additional environmental
measures

= Improved quality of electricity and/or heat

Copyright{C) 2003 Mitsubishi
Research Institute, Inc

Designing CDM projects from
yvestor's view

Uncertainties Project design principles
e Risk reduction
*Additionality o ‘
*Baselines *Diversity of projects
*Credit sharing *Consistency with investor

Strategy

Host-country needs

Private sector initiatives

*Needs extensive consultation -

Copyright(C) 2003 Mitsubishi
Research Institute, Ing




_LCurrent situation of Kyoto Mechanism

= Dynamic Political Situation

= Development of regimes and markets
related “Kyoto ratification

= Development of non Kyoto related
regimes & markets

Copyright(C) 2003 Mitsubishi
Research Institute, Inc

| Ratification of Kyoto Protocol

= USA withdraw
« EU ratified
= Japan ratified
= Russia maybe ratify?
= Canada ratified
» Australia out

Copyright{C) 2003 Mitsubishi
Research Institute, Inc
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Main countries GHG emission
ituation

Copyright(C) 2003 Mitsubishi
Research Institute, Inc
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EU Progress of Individual Member States

g .

Spain ‘l f
Iralang |
Danmark !
1

| |

Fortugal

Netherands Distance to target indicators {DTI}:
Ausa difference between (linear) targets
fay and trends in 1999:

Belgium

Greece

|

f

France ) i
i

Sw eden
Finland

United Kingdam

Germany
Luxembourg -30,7 [Rglianl SibeRn e g
EU-15 ! |
-40.0 -30.0 -20,0

Has to decrease
emissions by 6%

» So far it has increased by
about 10%

= Without measures, it will
increase by another 10%

= Decrease in 1997 and
1998 mainly due to
recession

emBsbn foillon t-C 02 eg)

2010BAU |4
3 gases)

Data: Gov'r of Japan

Copyright(C) 2003 Mitsubishi
Research Institute, Inc
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|...but the targets are high...

“The developed
countries face tough
emission targets under
the Kyoto Protocol

« “Hot Air” trading mainly M Forecast
from Russia will not be e
enough to cover the
deficit

1990 -

Copyright(C) 2003 Mitsubishi
Research Institute, Inc

Fhe case of Japan

a Energy efficiency already
highest among OECD.

= Mass transportation
exists.

« Little scope for additional

reforestation.

5 Limits domestic options,
but provides a source
for technology transfer

Copyright(C) 2003 Mitsubishi

Research Institute, Inc
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{4, _.as well as costly

Survey of models yield
the following:

» Japan is probably the
costliest place

= Trading (ET, JI, CDM)
can contribute
= Need to consider
necessity/possibility of
trading

» Japan will be one of
the biggest ‘buyer’ in

tr adl ng E Datu: Baron, |
< 1999

T
~
L=
7
=}

Copyright(C) 2003 Mitsubishi
Research Institute, Inc

measures,Developed countries shall seek
for the utilization of the mechanism to
achieve Kyoto Protocol in cost effective
manner.

oCDM has great significance as international

contribution as it will promote sustainable
development in developing countries

Copyright(C} 2003 Mitsubishi
Research Institute, Inc




missions Trading

« Trading by private rule
« US CCX market just started
« Trading. by official rule
« Denmark green electricity trading
« UK GHG trading market
« EU wide trading will start from 2005
« Relations with KP is not yet ciear

Copyright(C) 2003 Mitsubishi
Research Institute, Inc

®urrent Market Activity

Thet 12 months most active in GHG market ; 30 to 50 mmt COe
traded in last year

» UK GHG trading program

. DuPont - Mieco executed first GHG transaction of government-sanctioned

instrument
. Auction held to provide companies with funds to reduce emissions below a
baseling; $305 million atlocated, 4 mmt of reductions committed

. Approximately 20 trades have aceurred and 100,000 to 200,000 allowances
traded

» Danish power sector cap & trade program

. Initial cap on CQ; of 23 million tons in 2000 is reduced 1 million tons per year

through 2003
. Approximately 10 trades have occurred and 300,000 to 500,000 allowances

traded
= First swap of UK and Danish allowances brokered in 2002

» Swaps of Danish allowansegntay MERahake occurred

Research Institute, In¢
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100000000 . Source:
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0. of transactions, July 2002

Source:
Foint Carbon's
Database

©
a

~
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[OUK Market |
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lmrcF
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|@ North America
D Erupt

W Denmark
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1996 1997 1998 1959 2000 2001 2002

Copyright(C) 2003 Mitsubishi
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The Carbon Market in 2002:

1Volumes and Prices

System Million Price CDM?
tC02 | USD/tCO2e

UK Auction 12 17 - No
Erupt and Cerupt 12-16 42-5 Yes
Prototype Carbon Fund 45-175 3-4 Yes
UK Market 0.5-0.9 6.0-175 Probably
Denmark 0-08 4-4.6 Not yet

| North America 10-30 1-3 Yes
Other 10-20 1-3 Yes

Copyright(C) 2003 Mitsubishi
Research Institute, Inc

ecent GHG Market Pricing

ﬁ Prices by Commodity and Vintage (U.S.$ per ton CO.E)
Y

o o0 De P e pe O O
Verilied Bil[§aibn REducions CVERSY N G A ARG R
Annex B VERs 1991-20G7 $0.30-$2.00
Annex B VERs 2008-2012 $1.50-§3.00
COMVERs 2000-2012 $3.00-$5.00
Dutch ERUs $4.40-$7.99
Compliance Toals s 0 es B e e TR B et DD kS o
Danish allow ances 2001-2002 $1.96-$3.07
Danish allow ances - Bid/Offer 2002 $1.77-52.03
UK allow ances 2002 $6.81-$8.79
UK allow ances - Bid/Otfer 2002 $8.06-$8.50

Source: Natsource, June 2002

Copyright{C} 2003 Mitsubishi
Research Institute, Inc
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E'ME S o 1C02g daily volume weighted price index
1300

UK Market

ICAP Environmental Brokers

£12.00 Jrr——r
R11.00
Les
£9.60
£3.00 1
£7.00 1
£6.00 2
£5 08 T
4 08
£3an
£200
€100 {8
£o.oo

G F ¥ &
R R SO Qp"m) o G

Hi : ICAPEERE (i — %)
Failure of market design

= Almost participants could reduce their reduction
target easily

Transaction : 7.22Mt-CO,

Copyright{C) 2003 Mitsubishi
Research Institute, Inc

erJGC credits could become a

bridge between CDM and market

Solid accounting and tax system for Kyoto
Unit is essential for promoting CDM

CDM will be powerful measures to get new
investments and technology transfer

CDM makes your states more attractive to
investors

Copyright{C) 2003 Mitsubishi
Research Institute, Inc
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| ’ 1. What will be the Gains From Trade for
host countries from CDM? How can host
countries optimize these gains?

Bilateral, multilateral and unilateral
models of CER formation

Case for discussion




I. What will be the Gains From

| Trade for host countries from
CDM? How can host countries
optimize these gains?

UNDERSTANDING OF THE
CARBON MARKET IS THE KEY
INFORMATIONAL RESOURCE

Gains from Trading in the Kyoto Markets
Should Benefit Developing Countries as Well

Annex B Demand

"Estimated Equilibrium Price .~ .
|

MTons of CO2 Traded 960 MT

s~
Gains from Trading from Credit Suppliers




Current Model of Payment for Future

CER Flows impose Pre-Market Prices

Throughout Useful Life, Restricting
Gains even though prices rise.

{

First Compliance Period

If CER Prices Increase in Real Terms over
Time, Developing Countries Need to Obtain
Improved Prices and Gains from Trade.

A

First Compliance Period




Demand Conditions
‘Consolidating for CERs

1y |European ETS law and rules favor CERs and set up positive
‘price conditions

2y Russian Ratification should occur
3y Annex B BAU emissions rising above initial estimates
4 Some US states, firms, may invest in CERs

sy  Banking for 2nd Comp Period strengthens demand

Key Supply Determinants Indicate
Lower than expected CERs Volumes

1) | Level of Effective Supply from China, India, Africa, Asia
2y | Management of “Hot Air” potential supplies

3y High Transaction Costs and Low CER Prices Discouraging
Developing Country Firms from Engaging in CDM;

2 Lack of Financing Alternatives Locally and Regionally for
financial closure and project execution.

5y  Political Pressure from Environmental NGOs discouraging
investment in large hydro, forestry

6) Institutional constraints on supply are limiting
expectations: Meth Panel Non-Approvals




Point Carbon Estimate on
Effective Supply of CERs:
Much less than expected

Milllions of CERs

2002 2003 2004 2005 2006

0 Estimated CERs B Issued CERs O CERs to Market

Andean Center Key
| ’ Market Assumptions

| m CER demand is consolidating as EUregulates
- market in favor of CERs

= Supply will remain lower than initially expected
in the short to medium term

= Market conditions and prices will improve for
high quality CDM projects

= Prices are rising now for forward delivery 6-7
dollars / CER




CER Price Development Scenarios
Used by Andean Center

First Option CER Price (US $/CER)

2004° |- 2005 .| 2006 | 2007 2008 | 2009 | 2010 2041 -
Year 1 Year 2 7 Year 3 Year 4 | Year5 | Year$ Year 7 Yeér 8
3 3 5 5 7 7 7 7
Second Option CER Price (US $/CER)
s _,2004:,f“%‘_,(:2005"1 2{}{}_6 | 2007 | 2008 2{}{}9 22010 - 2011 ’
Year 1 T Year 2 Year 3 Year 4 Year § Year 6. 'Year“'in' 4 Year 8 A
3 3 5 6 9 9 9 9

Annex B Buyers Willingness to pay
~ more for future CERs in projects with:

High Volume of CERs Generation

The amount of pre-2012 CERSs to be
generated

Renewable Energy without negative
environmental or social impact

High quality of the host firm.

Low Delivery Risk—high probability that
the expected CERs will be generated.




Market and price
’ .information sources

| = www.environmental-finance.com
» Joint Implementation Quarterly
= Www.pointcarbon.com

= www.climateark.com

|

[ |

www.CO2e.com
www.hatsource.com

- Conclusion 1:

;’ m Host countries and firms must understand the

fundamentals of the market.

Study these fundamentals closely as part of every
day business.

Develop a set of probable scenarios regarding price
trajectories over time.

Structure models and projects to obtain optimal
CER price during the useful life of the CDM projects.

This will allow host firms and countries to obtain a
fairer share of the gains from trade.




ﬁl. Comparing Models
for Developing CDM

Multilateral
EIEEE]
Unilateral

The Multilateral Model

n !"Top — Down approach

= Multilateral Development Banks

m Centralized Funding:
— By Governments
— By Private Sector

s Common Project Portfolio
s Centralized Decision-Making & Management
m Centralized Trading Function




~ Advantages of The Multilateral Model

‘= [Positive early demonstration effects for market, projects.
Take early mover risks in embryonic, uncertain market.

Research, evaluate, implement key methodologies and
processes for project development and approval.

Assist in Institutional Development to mobilize CDM.

Risk Diversification for Annex B investors.

Assume Downward Price Risk, Kyoto Risks for project owner
Well Financed.

Promote Equitable Allocation of Funds Across Sectors,
Countries, Regions.

Can assist in coordinating investment package.

Potential Disadvantages of
’ The Multilateral Model

| m High cost structures; Lack Least-Cost Incentives;
CDM Costs to Annex B investors and to Project
Owners may be high,

May Concentrate Market Power / Monopoly Player,
especially in early phases of market.

Imposes price signals and payment formats.

Fiduciary Responsibility to Annex B Investors may
affect CER price and gains from trade to developing
countries, favoring investors over project hosts.

Distance: inability to provide local support for
projects during complex CDM processes.




' The Bilateral Model

Partucnpants Annex B Investor Firms and
Developing Country Hosts, One to One

» Foreign Direct Investment Model

s De-centralized decision-making, investment &
project management

m De-centralized CER Trading Function

s CDM one of many negotiated issues in
investments

= Relative negotiating power and information
determines who gains most from CER generation

Bilateral Model: Possible
| Advantages

» Once partners identified, High Efﬁcuency &
Cost-Effectiveness

» Flexibility & Speed in Negotiations

= Annex B partner brings investment capital
and package

» Investment package may assume CDM
transactions costs

m Ease of Project Implementation
s Minimum Bureaucracy
= Vigorous Primary & Secondary Markets




Bilateral Model: Possible

' Disadvantages
-1 High Search Costs, Difficulty in identifying joint

'investment partners

= Increased sensibility to Investment Risks may limit total
CER generation

m Distributional Equity across developing sectors,
countries, regions not Assured

= Annex B Investor may have more negotiating power
than developing country host entity

— Design of project on investor terms
— CER Pricing and payment on investor terms

“The Unilateral Model

-‘ Bottom-up approach.

= CDM as an economic opportunity from the
Host Firm and Country Perspective.

» Strategic CDM to optimize host country and
firm gains from trade in the international
carbon market.

m Host Country Entities Act as:
— Project Sponsor
— Coordinator of Investors and Investment Packages

— Owner & Trader of CERs with multiple trading
options




" Process for approvals

l = Host firm identifies project opportunity
m Host firm develops PDD

= Qualified broker offers project CERs (a
portion) to multiple potential buyers in
many Annex B countries

m Best-price buyer idendified
s ERPA Signed
= Both countries approve CDM project

 Possible Difficulties:

. m Limited undérstanding of CDM opportunity

in key sectors

» Firms’ Limited understanding of market
dynamics and CER pricing scenarios

= Must manage investment and trading risks
s Must assume CER transactions costs




PosSibIe Advantages of The

Unilateral Model
m Canwidentify potential projects more readily throughout sectors,

 country.

Can design projects per host preferences, including technologies,
location, time period, size

Can design projects to maximize local collateral environmental and
social benefits.

Can manage local risks that outside investors may not.
Eliminate Potentially Contentious Negotiations with foreign investors

Lower Formulation, Transactional Costs of CDM using focal
professionals

Can seek best possible CER prices for host firm through strategic
marketing techniques in the short, medium and long term

Can improve Gains from trading for host countries very significantly

~ CER strategic marketing techniques

‘ = Commit a portion to multilateral buyers

funds at an assured price;

» Use a good (qualified, experienced,
positioned) broker to offer specific future
amounts of CERs giobally to highest bidder
in Japan, Canada, EU

m Generate and hold a portion of the CERs to
sell unilaterally after they are emitted by EB,
after Russian Ratification and Entry into
Force to highest bidder




Gains from Trading in the Kyoto Markets
Should Benefit Developing Countries as Well

Annex B Demand

ex B Countries,

960 MT

If CER Prices Increase in Real Terms over
Time, Developing Countries Can Use the
Unilateral Model to Obtain Improved Prices
and Gains from Trade.

|

First Compliance Period
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Phase Il and lll Baseline Emissions Case
(Phase 1 Not additional)

> BAU mass transport
in Colombian
Cities

Privately owned
and driven autos




Emissions with the COM Project

TransMilenio
Modal Switch,
Technology

Infrastructure
efficiencies

Remains of BAU
public trans
system

Reduced Private
Autos

Estimated CER generation

. = 10 year baseline

s Annual CERs: 400.000 ton on average
(fases 2 and 3)

= Total Expected CERs: 4 million




Estimates of the total CER value at
possible market prices

= Total CER Income at US $ 3/CER;:
US$ 12.000.000 ®

= Total CER Income at US $ 5/CER;
US$ 20.000.000

= Total CER Income at US $ 7/CER:
US$ 28.000.000

= Total CER Income at US $ 9/CER;
US$ 36.000.000 ©

COMPARING THE GAINS FROM
TRADE FOR HOST COUNTRY

’ AND FIRM |
n MULTILATERAL FUND m UNILATERAL

THAT MANAGED CDM GENERATION CAN:

COMPONENT: — Transactions costs
— 30% of CERs to Fund for

Transactions Costs; 1.2 Mn between $500,000 -
CERs = $7.2 Mn today's 1 Mn.
market — Place CERs at

— All Host CERs (2.8Mn) must market prices $6-7;

be delivered to Annex B CER value above
buyer at US $3;

Total CER value to host %24 Mn.
— I0la value {0 hos _
$8.4 Mn. Total Value to host

above $23 Mn.




- Conclusions 2:

m Thé three models are complementary; none is
“better or worse”; each offer specific advantages
and disadvantages

All 3 models are operating and will contribute to
market development;

Multilateral model has introduced the global carbon
market around the world, bilateral and unilateral
programs will participate more as market develops
and prices consolidate

Governments, institutions and firms should support
the three models and optimize their utility based on
local conditions

Unilateral model represents more gains for those
who are willing to make investments and take risks.
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Tshenge Demana

EDUCATION:

I matriculated from Mbilwi High School in the Northern Province. After spending 6 months at the
University of the North in Pietersburg as a first year medical student. 1 received a scholarship to study at
Denison University in Granville. Ohio. United States of America. I graduated with Chemistry as my major
subject and Mathematics forming my minor concentration. [ graduated at the end of May 1987, In June
that year. I enrolled at the University of Michigan in Ann Arbour for a PhD in Analytical Chemistry. This
Doctoral Degree was awarded to me in May 1992,

WORK EXPERIENCE:

Before I went to university, I taught mathematics to standard 7 and biology to standard 9 students at
Vuwani Secondary School in Soweto, However, T was not a trained/qualified teacher. When I finished my
doctoral studies. T worked as a research fellow in a pharmacology laboratory at the medical school of the
University of Michigan. At the same time. { acted as a consultant for my PhD mentor’s faboratory seeing
that they continued with the research work that [ started. On returning (o South Africa. [ joined Lennon
Limited in Port Elizabeth as a research scientist in August 1993, Lennon Limited is a manufacturer of
generic pharmaceuticals. At Lennon, I was involved in both R&D and quality control work. 1 spent about
2 years at Lennon and then 1 joined the University of the Western Cape as a lecturer in Analytical
Chemistry in 1995. Essentially I introduced Analytical Chemistry as a taught subject at the University. 1
then joined the DTI's standards and environment directorate in 1998,

Dr Tshenge Demana
Director: Standards & Environment
Department Of Trade And Industry
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CDM Opportunities and Institutional
Framework in South Africa

Presented by Dr T. Demana
13 November 2003

UNIDO AAITPC WORKSHOP ON CLEAN DEVELOPMENT
MECHANISM (CDM)

Structure of the Presentation

*  Objectives

* Background on SA economy

* South Africa’s readiness

* CDM Institutional Arrangements

* Draft Sustainable Development Criteria
*  CDM Opportunities in SA

+ Conclusion




« To inform the prospective CDM investors of South Africa’s

Objective

To give information’ on the institutional arrangement
regarding CDM in South Africa

readiness to evaluate and process COM projects

Background on SA Economy

« SA economy is growing steadily

« it is highly dependent on cheap energy

» This is primary economic advantage

« Mostly due to coal resources

« But high CO2 emitter (15th in world)

+ Hence important country for mitigation options

44
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Background continued

Africa emits 3% of world ghg's
South Africa emits almost 50% of Africa’s emissions

South Africa represents almost 50% of Africa’s
economy

South Africa seen as:
Gateway into Africa
Investment location

South Africa’s readiness

The dti has commissioned a study through the Nedlac
process, to identify sectors with potential for COM projects
The report will be used as a handbook for investor's
guidance

The identified sectors are: Energy, Manufacturing,
Transport, Agriculture, Waste and Industrial process




Most emissions in SA are energy-related

Most mitigation options relate
to energy

*« Energy
— change fuel mix: renewable energy, switching from coal to
gas; demand side management; more efficient power plants
and syn-fuel production; etc.

« industry
~ switching fuels - coal to gas for bailars; more efficient energy
use; more afficient industrial processes, efficient motors; etc.

* Transport
— more efficient cars and trucks, switching fuel to compressed
natural gas, switching from cars to bus & trains, muti-
occupancy lanes, fuel tax, etc.

#
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Non energy related sectors

Residential & commercial buildings
— energy efficiency, efficient lighting, orientation and passive
solar design, insulation, solar water heaters, appliance
labelling

Land use, agriculture & forestry
— sequestration of carbon in vegetation; managing forests and
croplands sustainably; minimurn tillage agriculture
— questions of permanence, leakage, sustainability, accounting
Coal mining
- using discard coal, washing coal, drain methane

Waste
- landfill methane; recycling; solid waste reduction

Institutional Framework Status

CDM Secretariat will be located at DME

The DNA steering committee wili be constituted by
the following government departments with DME
chairing:

— The dti

— DFA

DEAT

-~ DoT

- DST

DWAF




Requirements for participation

in the CDM

Ratification: ratification of the Kyoto Protocol.

Designated National Authority. the establishment of a
Designated National Authority for CDM purposes; and.
Written approvak the Protocol requires voluntary
participation in the COM and the approval of the host
country that each CDM project assists in achieving
sustainable development in the host country.

Proposed Functions of the
CDM Secretariat

Screening- Primary & secondary

Administrative arrangements for the Steering Committee
Tracking and Reporting

Promotional activities

Marketing a portfolio of projects

Review Legal Framework

Ry
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Screening

Primary- determine if the data and information necessary to
carry out a full evaluation of the proposed project is contained
within the submitted docurmentation

Secondary- designed to determine if the project shouid, in fact,
be approved as a sustainable development project eligible for the
CDM. Requires technical avaluation

Administrative arrangements
for the Steering Committee

The Secretariat will prepare projects proposals for the
steering commiltee meeting

Advise project participants of the outcomes of the
evaluation process

Communicate this information to the CDM executive board
Liaise with stakeholders

Place the projects on the website for stakeholder
comments

Integrate these comments for the Committee meeting




Promotional Activities

Facilitate the use of the CDM and reduce transactions
costs of COM projects

improve the chances of South Africa receiving a
favourable market share of the interational CDM project

market.

« Promote those CDM projects which are most favourable to

South Africa from the perspective of poverty alleviation,
technology transfer, environmental improvement,
renewable energy, or other elements of sustainable
development.

Supporting Activities for an
Effective CDM in South Africa

« Support South Africa’s participation in internationai
negotiations

« Information provision and awareress raising

» Project portfolio development and marketing

+ Project development

» Investor refations

» Project facilitation and support

+ Baseline supper

« Bundiing of projects

Fid
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Table 1. Proposed Sustainable
Development Criteria for
Project Approval

Indicator T

Criteria

g

&1‘;7;' : R ﬂ?g%%ﬁ

Air quality changes in d Air quality changes in terms of pricrity pollutants
terms of prigrity § Water quality changes in lerms of priority poliytants
pollutants § Other impacts {eg. roise. salety, propefly value,

4 Water quality changes | visual impaets, traffic)

in terms of priority
pollutants

ther impacts (eg. noise,
safely, property value,
visual impacts, traffic)

Changa in usage of & Change in usage of water, fuel or other non-
natural resources renewable natural resources
Biodiversity impacts § Changes to lecal and regional bigdiversity

Macroeconomic § ance of payment impacts (increase or
impacts decrease in foreign exchange requirements)

Appropriate technelogy
ransfer

Cieaner technologies to be used in the project (lrom
intemational or local sources)

Tachnological skills to be transfarred and future self
raliance cf project

Pravious successful application of tha techrology

Is technology appropriate to South Africa

Does project provide demonsiration and replication
potential

—— e u w um




§ Genaral assessment against available policies

naticnal, proviricial and and plans

iocal development

priorities

Social equity and § Jobcreation (number ct jobs crested/destroyed,
poverty allgviation duration of ime emploved, distribution of

employment opportunities. types of employment,
categaries of pecple to be employed in terms of
gender and racial equity}

g Lceal sconomic development impacts

§ Whether project location has pariicular
devalopmental needs

§ Distribution of groject benefits

i i
General project Frivotous projects;
acceptability Projects clearly unlikely to succeed:

§ Grossly untair distiibution of benafits from the

project

Dratft process

T
e
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Conclusions

« SA has established a CDM office — the DNA

* Sustainable Development indicators an ongoing
process

* Promotion from government will be based on
sectoral studies/surveys

* Emphasis will be on industrial projects

fa
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Resume

Stefan Raubenheimer

Involvement in Climate Change and the Clean Development Mechanism

Formed the SouthSouthNorth project in 1999 with Steve Thorne and Professor Emilio 1a Rovere of
University of Rio de Janeiro (COPPE). Brazil. Buill organisation with funding from Department Foreign
Affairs Government of Netherlands to a network including COPPE in Brazil, BCAS in Bangladesh. Pelangi
in Indonesia, Krysalis in South Africa, and HELIO International in Paris. SouthSouthNorth was formed to
develop a number of CDM projects in the four countries of operation with project developers. and through
the projects to build capacity and conduct an early testing of CDM host country processes. SSN is also
helping to set up the DNA’s in these four countries. SSN is non-profit. See www.southsouthnorth.ore

In South Africa. SSN is developing 2 projects with Mondi. two with City of Cape Town, and one with
Stellenbosch Municipality.

Stefan Raubenheimer and Steve Thome also practice as energy and climate consultants through Energy
Transformations cc, and have delivered numerous training courses and interventions in the CDM in South
Africa and beyond.

Stefan Raubenbeimer has been extensively involved in the UNFCCC process from 1999. He visited Tokyo
in 2003 and presented the South Africa CDM Guide and Investors Portfolio to Japanese institutions under
the auspices of UNIDO Japan.

Qualifications and certifications:

BA (Wits) LLB (Cape Town), Attorney (non-practicing). Arbitrator: AMSSA, Mediator: AMSSA,
Facilitator: AMSSA :
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UNIDO AAITPC CDM
Workshop:
Options for Project Developers
and Investors/Purchasers of

CER’s
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What are the 0pt|ons for project
developers?

* PD’s are interested in project finance
* In some cases in technology, but not all

* In some cases can self-develop their
project

* In many cases need confidence in the
CDM idea
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What are the options for
investor/purchasers

+ To go it alone, in funds, or through brokers

« To look for technology and investment
projects and form joint ventures

 To buy forward through ERPA’s
e To buy through DPA’s

Sl E
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How do we get the two groups to B
dance together?

Knowledge on both sides
Networks

Bilateral linkages
Unilateral opportunities
Project finance
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Let’s use two project examples:

* Landfill gas * Housing

* Low hanging fruit * High hanging fruit
* Very popular * Not popular

* Good finances * Not great finances
* Still lots of institutional e Huge benefits

risk

v SOt S o N [t
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{5500t CO/annuanro;ecr aclivity

” =
reduced and avoided) a:':r g::' ings & | CFLs | TOTAL
* Bassline study completed and Heatars Insuistion

forwarded to Meth. Panel for

verification (Suppressed Demand: —
Creditin t[ avo:ded amissions duse to i?‘;i':'.z"’ 1.1 11 02 |24
poverty,
* PDD Complated Coammye
*  Public Participation Compieted ar)
*  ElA not required Energy 192 35 50 627
*  Fsasibility Assessment underway 28\&:98 in
an

Marketing of carbon reductions at current
pricing levals, i.e $5/on = Approxima lely R40n,
= A 2016/household and approximately

R4.6 miliion for the 2309 houses over a period of
21 years.
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ded range 125 000 to 128 000

tonnes CO/ysar)

. Baseling Study compieted

»  POD completed

«  EIA must be undertaken by the entity
undertaking the salke and extraction of gas {not
projsct participant)

+  Public paricipation linked to EIA procass.

«  Feasibility Study comgieted and valkdation
thersuf 10 be undertaken

«  Inorder to comply with iegisiation (baseling) the
City requires R 50m

Financial Viability: Key Variables

«  Extraction/capture rete of projected gas

«  Exient to which the extracted gas is provided to
proposed end user, and

+  Price paid by the proposed and-user tor the
projacted gas, based on equivalent energy
substitute price

Sensitivity Testing

«  B0% exiraction rate, 70% Delivary rate, 80%
equiv anergy price = 22% IRR (ore-CERS)

+  BO% extraction rata, 20% Delivery rate. 80%
aquiv energy price = 37% IRA (pra-CERs)

v SRouthidows Nort o

Basakre Project Activity
Capriai Cast R 48m F 68m
Cpacating Cost Aem R 3arm
Incoma - R Z52m
Drscaunted cashiiow sfier A43m
CERs {at 15%p.5.)
{RR (pre-tax} - 30% (gas sales only)
46% (COM+gas salan}
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Stages of ris
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* What prices?
¢ What risks?
* The future....

alternatives:
UNILATERAL BILATERAL
* |s Japan in the market ¢ Which partnerships
to purchase CER’s? shouid be formed?

* ERPA’s and DPA’s * Based on technology?

Costs and subsidies?
What's in it for SA?
How to find a partner?

W ey TR S srad SN Baoasepy
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Technology transfer in bilateral
projects
« Need a constant exchange of information

¢ Good mutual understanding of where the
opportunities lie

« Mutual understanding of the CDM rules
* Leverage the Japanese subsidies

wrww Sou it Sooe N ot buong

- T e e e pres
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* PCF * |n house financing
» CERUPT e Sell credits forward
s Danes? » Sell credits on

o Brokers Issuance

Pros and cons
Shnies J
Blualeld

+ Pros and cons
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Resume

Sandra Greiner

Sandra Greiner. born tn 1970 in Hamburg, Germany, is an economist who has worked and published in the
fields of climate policy and sustainable development since 1996, Her present occupation is with the Carbon
Finance Business Unit of the World Bank (formerly known as Prototype Carbon Fund) where she is a
member of the quality assurance team and contributes to the development of baseline and moniloring
methodologies for CDM and JI projects. She also coordinates CDM projects in the South Asia region and is
frequently involved in training activities for project developers and host country officials. Before joining
the World Bank. she has been employed by the Hamburg Institute of International Economics (HWWA)
and has worked as a researcher in the field of international climate policy. focusing on the emerging
guidelines for JI and CDM as well as on German and European climate policy. During that time, she has
also worked as climate policy consultant for Volkswagen, GTZ and the Technology Assessment Office of
the German Parliament. Preceding that occupation, she has worked as a research assistant at Hamburg
University, teaching economics of public goods and sustainable development. In 2002, she received a Ph.D.
from the Department of Economics of Hamburg University.



AAITPC Project: CDM Workshop

CER Buyer's Perspective and Alternatives
in Financing CDM projects

Sandra Greiner
Sgreiner @ worldbank.org

Johanneshurg, 13-14 November 2003

Overview of today’s
Carbon Market




Carbon Market Dnivers

« Regulations constraining carbon emissions are
being developed
— UNFCCC and the Kyoto Protocol
— Regional initiatives (EU-wide trading)
— National policies (UK, The Netherlands, etc.)
_. Sub-national regulations (e.g. some US States)

 Some firms are taking voluntary emission
commitments due to shareholder pressure

Volumes in Kyoto w/o the US

Gross annual demand for ERs 1400 - 2400 MtCO,e
between 2008 and 2012
- Credits for hot air 950 — 2150 MtCO,e
- Credits for Annex B Sinks 330 MtCO,e
= Net demand 0 - 1800 MtCO,e

World Bank Assessment is that about 600MtCO,e would
come from project based mechanism

Based on UNFCCC Technical Paper 2001/01 “*Comparison of emission projections "
and in-house analvsis.
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Demand from EU Emission
Trading (ETS)

* As of 2005, Cap-and-Trade system covering 10,000
installations in the EU

* Allowance based system

* Jl and CDM credits allowed under Linking Directive

~ from 2008 onwards

— Exclusion of nuclear, large hydro and of LULUCF during
pilot phase

— A Cap may be introduced if credits exceed 6% of total
allowances (~500 Mt CO2e)

State level initiatives in the US

= Reducing GHG
intensity
- 27 states - GHG
action plans
» voluntary programs
» Ste incentives
» R&ly onenerey
wehnologies

= Improving record

keeping:
— 4 states 2.1 Brate inventory in Progress 71 Stats mvestory Compirta; Action Pan bn Progres
GHG inve o 10K, Wi " IMD, MN, MO, NM, NY, Ry
' inventories £33 state tnvantory Compiats (18) W Siate invertory and Action Plan Cormplete (21)
A wbortac L Conarty wi P
— 3+ states F_A;?S“MMQM.’MW:&_“ Caty ov wih GHG Reduction Goal "z
Y-ll_r;

GHG registries




State level initiatives in the US (2)

+ GHG reduction goals (e.g.. New York: 3% <
1990 by 2010)
+ New England Governors (with Eastern
Canadian Premiers) Climate Action Plan
- Goal: Reduce to 1990 emissions by 201 0
— Muitiple activities. including reduction goals.
regional registry, emissions trading
¢ Electricity emissions disclosure (>15 states)
+ Renewable portfolio standards (~ 11 states)

Some existing buyers in the

CDM/JI market

« World Bank Carbon Funds: ~ 300M USD
« Dutch Government: ERUPT, CERUPT (closed)

« Rabo Bank (10 Mt CERs), CAF (40 M USD), IFC
(44 M Euro) for Duich government

« Finnish CDM/JI Pilot programme: 20M Euro

« Swedish Energy Agency: small JI (open) and
CDM (closed) tenders

« Private companies (electric companies)

2
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In design/capitalization phase
GG Cap (Natsource): operational 2004, target
volume 200M USD

KfW Fund: operational second haif 2004, target
volume 50-100M Euro

Danish government announcement: 27M Euros
annually for JI/CDM between 2004-2007

Spanish Carbon Fund (CO2e, CO2 Spain): volume
unclear

Austrian tender
Japanese Carbon Fund

Sewerce:

Current market shares (buyers)
1896-2000

2001-2002

10

WR internal caleulation, based on Iransaceion database assembied with Nutsource. CoZe.com und PointCarbon




Demand for CDM Emission

Reduction
Country Total planned CER purchase, 1st Kyoto
commitment period (2008-12)
Austria 20-30 MtCOs¢e (J1&CDM)
Canada 50 MtCOse (CDM, JI and ET)
Denmark 6.25MtCO,e, but = € 120 million to be invested
in JIVCDM -2007
EU 400-600MtCO.e
But depends on linking directive
Ttaly At least 60MtCO,e (JI&CDM)
Japan At least 95MtCO4e (JI&CDM)
Netherlands | 67MtCOye )

Sources of Emission Reduction

curtent CDM projects

Reductions by country

' @ Brazil —\
Bl indonesia
@ Panama i|
O India ’

mOthers |

A



Key characteristics of the C market

* Still overwhelmingly project-based (national allowances<3%
total volume), but allowance trading is growing.

* Primarily intra OECD (2/3 volume), but share of projects out
of OECD increasing (nearly 50% recent transactions),

* Since 1996, 211 transactions recorded for 160 MtCO2e
exchanged (228 MtCO2e including post 2012 vintages).

* Based on limited price information, total value of market so
far could be in the range of $350m-$500m.

* Regulations (but not only Kyoto) still main driver of C
market. Other drivers emerging, e.g. volontary commitments
by firms.

* Activity has increased significantly since Marrakesh {at
least 21 MtCO2e exchanged in Q1-Q2 2002) 2

Carbon Prices

Jixo COM 1o Anndx i
2017 2012 ther .

UK UK Denmark  Retail-
Auction  Market Early
Vintages

14
Source: PCF estimates, based on dutabase ussembled with Natsource,CoZe.com und PointCurbon




The World Bank in the
Carbon Market

Carbon Fi_n'arjce Vehicles.

PROTOTYRE CARBON FUNDS

5o Community

EPNa L :
s Development]

.' 9 Carbon fund
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World Bank Carbon Business
at a Glance

* PCF: $180m funding—17 private + 6 OECD Govts
* NCDF: ~Euro 95m funding

* CDCF - $30m now, $70m by end 2003

* BioCF — to Board now; operational Feb 2004

* OECD Country Funds - Italy, Spain in negotiations,

and possibly 2-3 others

* TA facilities:

— PCF-plus at $1.5 mm per year
~ CDCF+ at $1.2+ million per year

CDCF and BioCF

Community Development
Carbon Fund (CDCF)

u CF to small-scale projects
(SSc def., but >30.000
tCER/y)

m Generate high-value ERs
(contract prices: $4-51/CO,e)

B “Development + Carbon”:
project has measurable
community benefits

® CDM countries only

® At least 25% in LDC
countries

a Multiple tranches

BioCarbon Fund

= CF to agricultural, forestry, T
and land use

m Generate cost-effective ERs
(contract prices: $3-4/tCQ,e)

® Carbon + biodiversity cons.,
fight against desertification,
reduction in rural poverty

® CDMand Jl

® [earn-by-doing prototype




World Bank Carbon Finance
Capacity Building Vehicles
e CF-Assist Program

— Support for host country institution building

« Parallel TA Facilities to Carbon Funds
— Project related support, €.£. feasibility studies

— Training activities

»PCFplus for PCF

About $2.7
» CDCFplus for CDCF million per
» BioCFplus for BioCF yeat

Contracting for Carbon:
the PCF experience

20
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Nature of Carbon Financing Contract

Power

Purchase Agreement

Emission Reduction
Purchase Agreement

Pricing of Emission Reductions

* Price range offered depends on the
~ Legal jurisdiction of the ER

* Kyoto Protocol, EU trading system, domestic trading systems
such as those in UK or Denmark or the voluntary market

— Price signal in the market for the jurisdiction
— Willingness to pay of the buyers

* Price outcome in a project depends on risk sharing
in the contracts including

— Regulatory risk (e.g. Kyoto Protocol entry into force,
eligibility of project, verification and certification)
- Project performance and delivery risk




Sources of Risk (1)

» Project Risks
_ Construction risk (built/operated on schedule?)
—  Performance risk (e.g. resource risk)
—  Counterparty risk (will offtakers pay on time?)

—  Financial and business risk (is capital structure viable,
debt serviceable? Is parent company sound? Will product

sell?)
« Baseline Risk
—  Eligibility--will ERs be Kyoto-compliant?
_  Baseline design--is the baseline robust? Wiil its
assumptions remain valid over time?

Sources of Risk (2)

s Market/Price Risk
- Will there be a market for project-based ERs?

- Will contract price exceed market price?
+ Policy/Compliance Risk
- What if no Kyoto Protocol?
—  What if host country does not ratify or comply?

= Market and Policy Risk are closely linked

”

12
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Assigning Risk
General Principle of Project Finance: allocate risks to

the parties with the greatest ability and incentive to
manage it. So:

* Sponsor bears:
— most project risks

* PCF bears:
— baseline risk
— market/price risk
— policy/compliance risk
— limited project risk

* Overall: price offered depends on the risk to PCF »s

PCF Carbon Prices

Uganda small hydro (5&1.5 MW) remote area $3.00

Chile: 25 MW hydro run-of-river $3.50 [ +option]
Brazil sustainable charcoal replacing coal/coke $3.50

Poland District Heating Fuel Switch — Coal 1o $3.50
Geothermal and Biomass

C. America small wind/hydro 3$3.50

Romania Afforestation $3.60 [+optionj
Colombia wind farm $3.50+0.5
South Africa Durban waste management 3375+ 0.2

Czech small-scale energy efficiency $4.00




Impact of Carbon Finance on
Project Financial Rate of Return

Technology AIRR

Hydro, wind, Geothermal 0.8-2.6
Methane Kick
Crop/Forest Residues 3-7

Municipal Solid Waste 5-10+

«Revolution in Solid Waste Management

«Important impact on small-holder crop-

processors and animal production
27

14
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Marcos Castro Rodriguez

In charge of the Direction of the National Clean Development Mechanism
Promotion Office CORDELUIM, at the Ministry of the Environment in Ecuador,
Quito-Ecuador. Including technical coordination for planning and execution
of two programs for institutional enhancement and national CDM capacity
development, financed by international cooperation (Latin-American Carbon
Program/CAF and Riss Laboratory/UNEP), He works also for the Ministry of
the Environment as a Consultant for the Power and Commiunications
Sectors Modemization Project PROMEC (National Council for Modernization
— CONAM - & the World Bank). Advisar for environmental issues handied
by PROMEC, including assistance on the execution of GEF/Climate Change
components. He offered his assistance on several institutional arrangements and capacity
building for the national participation in the carbon international market.

Coresponsable of institutional arrangements for Climate Change management in Ecuador:
National policy advisor on dimate negotiation. Negotiator on the following topics:
"FlexibilityMechanisms” and “Landuse, landuse changes and forestry activities®.

He has published and translated several papers and articles related to the Clean Development
Mechanism for some organizations such as the Interamerican Development Bank (BID).

* Main publication: “The functions of CDM National Authorities”. Co-author. Incduded in
“Establishing National Authorities for the CDM”, Christiana Figueres, editor. 2001. CSDA/Climate
Change Knowledge Network/International Institute for Sustainable Development.

Elaboration of Guides for CDM projects formulation in priorized sectors”. Co-author and editor of
the mentioned guides for CORDELIM, supported by CAF and Risg/UNEP. Magarzine articles,
Project CD4CDM, Risg/UNEP Centre - 2002, among others.
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“What are requirements to host CDM
projects as a country?”

Module #5.
UNIDO-AAITPC Workshop on CDM
Johannesburg, 13-14 November 2003

E'- 3 Moarcos Castro R.
o Oficina Ecuateriana de Promocién del MDL

ORISUM megstro@gmbiente .govec, meastro@cordelim net

o

L CDM project cycle

Requirements to hast CDM projects &
regulatory functions of the DNA

~

Eromoﬁonol functions of a national COM enﬂﬂ

in some countres

E Institutional arrangements for the COM j

Conclusions & discussion )
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The CDM Project

——
l Designated National .

*Authority {DNA)
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Accredited Operational
Entities (OF)

[ Project implemertation =
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As established in UNFCCC decisicn 17/CP.7 on "Modalities & Procedures for
a Clean Development Mechanisrn ™ (= CDOM-M&P)

Host country participation requirements (znon-Annex | Party) :
1. Party to the Kyoto Protocol
2. Designation of a CDM National Authority (=DNA)
G

For a particuiar CDM project activity: project partficipants need
written confirmation of the DNA regarding. ..

i. Pericipation on o voluntary basis

2. Project activity assists the host Party in achieving sustainable
development

(= scope of "Letter of Approval/LoA™ )

of o DNA,
* DNA must perform key regulatory functions at the national level, in order to
enable international validation & registration of local COM projects.

* Legal nature & structure chosen for DNA may vary, according to national !
| clrcumstances.

* Participation of any developing country in the CDM requires establishment f

Functions, explicitly requested by the CDM-l‘ﬁI&P:
» Evaluation and nationat approval of project proposals
Functions, impticit in the CDM project cycle:

= National registry and follow-up of (1) approved project proposals during
validation and of (2) registered projects along its implementation
(Qccreditation period)

Other activities, inter alig:

= ndtional CDM focal point for UNFCCC negotiating process {evolving rules &
moddiities under CDM-EB, SBSTA, etc.)




Evaluation & Nat
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Evaluation & approval process must assess whether:
. Participation of national stakeholders is voluntary.
» Project contiibutes in achieving sustainable development,
- Estabilsh national criteria for project approval
- Develop either additionai seclions to the PDD or design an addiional project
presentation format (for the puiposes of national approval).
C
Evaluation & approval process may/shoutd assess/review whether:
» Project will comply with CDM-M&P related to carbon certification (= will
result in “real, measurable, long-term and additional emissions
reductions”).
> Review of PDD, including baseling & monitoring information, and submissicn of
recommendations/comments o project participants.
- DNA does not validate projects (for registrafion under the CDM)

A project’s contribution to sustainable development?

It is the host country’s prerogative to define nature & scope of SD
assessment, according to national circumstances & priorities, keeping in
mind intemational credibility & commitment with global SD goals.

Diverse scope of SD assessment:

Cow 5D requirements
Lower prepdration &

implementation costs

e Candistency With relévarit policiés 8 stratege
;;([aatlma_l{sgr;prﬁo;al:]evei)apn'development:&;‘gnvlg'qn
Zincluding specific national decistons on.clirmate change ...

Y, s

| mitigation: afd/or tarbion, affsettin
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i
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+ Selection of project-specific SD Indicatars {quailtatlve/quanﬂtative), :
amongst a set of SD indicators/criteria established by the DNA. Stringent SO

Definition of corresponding monitoring procedures for ) Higher preparati
L selected SO indicators. . - implemantation Costs
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& National Approval (3)
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DNA needs to develop efficient, transparant and consistent procedures & fools for

project evaluation & approval, keeping in mind the COM M&P {int'l CDM project
cycle, PDD requirements, etc.)

ONA must, ., DNA needs 1o...
establish project presentation . . adopt a project presentation format
{ T S j n—> 'ia project evaluation procedure

|
o e Sio ok - develop project assessment guides
('F‘"?".& assess project "“""“"“’] > Lfor internal handling

consult local stakeholderson - - include mechanisms for pubic
kgl goton | T . s

consultations & reception comme

N m include mechanisms for inter-
ils, el institutional coordination/consultati

determine whether. project should be —> tﬂﬂmmteﬁa&mndrﬁonsfor
é ed; and if so, wiich conditions national approval

R e define nature & scope of Letter of

Short-term follow-up: tracking of approved projects during next steps of
independent validation and registration under CDM-EB.
- professional activities of operational entities in host countries
- review of validation report, inter alia regarding information of national
circumstances & scenarios: consistency of applied validated baseline &
monitonng methodologies [
- fulfilment of approval conditions, once project is validated & registered
- official statements on project proposal during public comments phase,
pariculary if crifical review requests are submitted
- “poltical” suppart to approved projects, poricuiany important during early
stages of COM
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Long-term follow-up: basic surveilance of implemented COM projects

along crediting period.

- gathering together relevant information generated by rosted projects >
depending on scope of control annual reports, internal monitoring protocols.
vetification/cerification reports, others.

_ fulfliment of approvat conditions during project implementation: emissicn
reduction targets, susfainable development g[?czls (> performance of $D
indicators?y

- fulfilment of validation conditions during project implementation: emission
reduction targets (> anficipate problems & risks for CER deiiverance according
to ERPAST)

- registering & tracking the holding and transfer of CERs generated in hosted COM
projects » adjust national system in tine with accounting system of CDM-Registry
annual/periodic reporting 1o the UNFCCC Sacretariat and other requests of
CDM-EB
- others

11
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in order o enable and enhance participation of national stakeholders
under the COM,

* These optionat functions have no internationai regulations and will
réspond to national circumstances & priorities.

* As such, institutional arrangements for performing promotion activities
should be designed to best fit the country’'s needs.

| » Optional promotional functions can be performed at the national level,

C
Optional promotional functions include inter alia;

~ Information dissemination
» Capacity building
- Technical assistance for project development & marketing

» "think-tank”: generation and recommendation of policies &
measures for addressing barriers to COM project implementation

13

Broad line of action:

= Different target groups: private project developers; investors & financiers;
national & local governments: NGOs & indigenous groups: poficy-makers:
academic sector; etc.

~ Different sectors (= GHG mitigation options): power supply & demand;
tfransport: waste management; land use & forestry; agriculture; etc,

» General themes. COM & carbon market: clinate change & sustainable
development; environmental services: urban/rural development; etc.

- Specific themes related to project development & implementation :
carbon management issuss; financial & marketing issues; legal issues; etc,

~ Different tools: workshops & courses: guideé & other specific publications:
web site & other intemet rasources; etc.

= therefore: build aliances & prioritize goats!

]

14
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CDM Promotion Office must address project deveiopers needs:
. Technical issues: carbon management
. |dentification & feasibiity. eligibility for the COM
. Baseline defermination & other addifionality issues
. Emissions reduction guanfificaticn
» Monitoring proceduses; efc.
. Finance & lega issues i
+ Financial assessment: profect performance with & without CERs incomes?
. Advise for pre-investment & investment procurement
. Technical/legal advise on ERPA negotiation ("emission reductions purchase
agreement™); etc. :
» Marketing
. Global carbon market knowledge: buyers & sellets
» Management of a high-guality project portfoiio, etc.

» Others

15

Key function of CDM Office: build network of specicaiists & insfitutions, in order to
develop the carbon market in the courtry. Size expectations: no need & not

possible to have all required skills in place.

CERs buyers

Specialists/
{gov'ts,
consultants for Project hosts industries,
carbon etc.) & CERs
management brokers
i
Speciaiists/
consultants far " Markets &
project Natlgr;géé: oM information
development sites
Accredited
Banks / operational
development entities: the
agencies far validators / others
finance verificators

16
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Under the umbrelia of (a sort ofy @ national strategy for the CDM, o
CDM promation office may perform/arrange key assessments and
recommend policies & measures in order to:
» ldentify carbon offset options in different sectors
- Develop “high-standards” CDM project portfolio
- Methodological guidance on additionolity & ronitoring
» Coniribufion to sustainable develdprent
- Address barriers for project development, negotiation &
implementation
. Mechanisms for pre-investrment/investment allocation
»  Legal & tax issues
» Risk management, etc.
» Maximize benefits for national stakeholders
- Pricing. brokerage, supply regulations, etc.

i7




« Different approaches are possidle for estobllshmg a country’s instituticnal |
framework for enabiing and promofing participation of national

|
t
|
stakeholders in the CEM. g
« The selected scheme has rather to respond to nafional needs & 1o \

H

availability of resources.

When defining the institutional framework, key factors to take into
account include: £

» Awareneass raising

+ Political willingness/support

» Consensus of institutional stakehalders

» Sectoral coordination

. Leadership: choice of organizational structure

+ Priorties: short- and long-terrn objectives

19
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Guillermo Jimenez

Mr. Guillermo Jimenez currently holds the position of Head of the Climate Change Unit in the
Muliilateral Environmental Agreements Branch at the United Nations Industrial Development Organization
{UNIDO).

The involvement of Mr. Jimenez with energy and climate change dates back to his work in both
the Spanish private and public sectors. He has also worked for several private firms in the energy and
engineering area, both in Spain and as an expatriate. In UNIDO, he has worked in the climate change team,
mainly in technology-transfer and capacity-building related activities. He was also invelved in the
organization of the joint UNIDO/MRI Forum on CDM and Kyoto Protocol, held in Tokyo June 2002,

The Climate Change team of UNIDO has been supporting its member states in issues related to the
UNFCCC and the Kyoto Protocol in many ways, most notably in organizing Expert Group Meetings to
conceptually contribute to the Kyoto process, as well as in building capacities for identification and
formulation of JI/CDM projects, including their financial aspects, and in manuals and methodologies
connected with baseline formulation for CDM and JI project proposals.

Mr. Guillermo Jimenez was born in 1958, He graduated as Ph. Mag. Eng. at the University of
Comillas, as BA in Law at the Complutense University and as MBA at the Instituto de Empresa, all of them
in Madrid.

Guillermo Jimenez

Head of the Climate Change Unit

Multilateral Environmental Agreements Branch
UNIDO

P.O.Box 300, A-1400 Vienna (Austria}

Tel. 43-1-260263612

Fax: 43-1-213463612

email: gjimenez@unido.org
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UNIDO & CLIMATE
CHANGE

A short review of activities

Johannesburg, November 14, 2003

UNIDO’s

. Experience in Energy and Investment i
Promotion

Climate Change Team

Capacity Building Activities

CDM Delegate Programme
Summary




« UNIDO HQ (Vienna)
_ Multilateral Environmental Agreements Branch
(MEA)
_ Industrial Promotion and Technology Branch
(IPT)
_ Also related expertise in areas like Agro-
industries, Energy and Cleaner production, etc.

In stituuonal Frnmework Buiiding

.. Financial‘Appraisal -,

xg

I; VT Financlel Advise

R
1
| = capacity Building of IPAS!
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COMFAR Canters

Partnerships

Business Technology -
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U UNIDO has a 30 yrs. long experience in design
and implementation of industrial energy projects
fostering:

*Capacity building to enable and increase local
participation

. *Technology transfer and absorption, including
; for local assembly or manufacture of energy
equipment

*Productive and rational use of energy

i i P O T o

) — CDM/JI-related capacity building
* Baseline and Additionality Analysis & Methodologies
* Preparation of Background studies, PINs and PDDs

* Identification and Formuiation of Projects

* Details under http://www unido.org/en/doc/3941

— Assessment of mitigation options
— Promotion of CDM/JI projects

~ Conferences/workshops

~ Information and networking




— Developing National Capacity to Implement
CDM projects in Africa (1999/2001)
« Congo, Ghana, Kenya, Nigeria, Senegal, Tanzania,
Zambia, Zimbabwe

— Capacity Mobilization to Enable Industrial
Projects under the CDM in Nigeria (2000/2004)

« 2 Project Idea Notes (PINs & PDDs completed
with PINs accepted by the World Bank PCF)

— Developing National Capacity to Implement CDM
projects in ASEAN (2001)
« Indonesia, Malaysia, Philippines, Thailand and Vietnam

_ Engaging the private sector in Clean Deveclopment
Mechanism (1999-2003)
« Brazil and South Africa, with comprehensive CDM
Investment guides:
« Brazil: (htm://www.unido.orglﬁle—storage/download?ﬁle 1d=11229)

« South Africa: (http:fiwww.unido.orglﬁle—
storage/downloadile id=12074)
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— EGM “Industry & the CDM in Asia”
* Bangkok, December 2001

— Forum “CDM and the Kyoto Protocol:
Opportunities for Japan in Asia”
* Tokyo, June 2002

* UNIDO/MRI Collaboration
. http://www.unido.orgfuserﬁlesfPembletP/UNlDO*MR]_Report.pdf

* Holistic approach to CDM/JI issues
— Legal and Policy framework
— Institutional structures
— Information flow/know-how on CDM/JI
- Financial constraints
~ Private sector involvement on CDM/J]
— Public/private partnerships
— Project development & promotion




— Engaging the Private Sector in Clean Development

Mechanism (1999-2003)
« UNDP, UNIDO, UNCTAD, WBCSD

— CDM Forum in Tokyo (2002)
« Encouraged private/public sector dialogue
— Climate Change Meetings for Eastern Europe and Central
Asia
« CTI/UNIDO and EGM on Industriz] Energy Efficiency and Carbon

Financing
e Vienna. 27-31 October 2003

— Executed under UN Interagency Project

— Tnvited CDM experts from Brazil and South Africa to
Japan

_ 1-on-1 meetings with private sector (Tokyo and
Nagoya) ‘

~ Workshops and press interviews

— Projects promoted: 53 for Brazil and 21 for South
Africa

— Brazil and South Africa CDM Investment Guides
published

o
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— Expand Delegate Programme to other Host Countries
through UNIDO’s ITPO Network (i.e. Italy, France,
UK), with several CDM delegates per year

— Linking Industrial Energy Efficiency and Climate
Change

* Application of CDM/JI for Industrial Energy Systems

— Increase Focus on Facilitation for Industry, project
identification, formulation and promotion.

Objective:

To provide the Things to know in negotiation and
drafting of contracts on sales and purchase of
carbon credits, in order to help smooth the
process and minimize risks

Status:

Now under drafting and due for publication in early
2004 for nominal price




« Host countries
— Develop know-how and expertise for Project development
& promotion
_ Promotion of Focal Points and closer linkage between
government and the private sector

« Annex 1 countries
_ Information dissemination on Host countries
— Tnvite experts from Host countries to meet private sector
— Proactive project development in Host countries
— Closer linkage between government and the private sector

« UNIDO Industrial Promotion and Technology
Branch
« dliang@unido.org
» mtsukiji@unido.org

_For more information on the Capacity Building
activities of UNIDO:

www.unido.org/en/doc/3941
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Masato Tsukiji

Based in Vienna and the Project Manager of UNIDO’s Asia-Africa Investment and Technology Promotion
Centre (AAITPC) Project and Senior Technical Advisor at Industrial Promotion and Technology (ITP)
Branch of UNIDO in the area of investment promotion. He is also the Project Manager of & publication
project of Investor Guidebook on Transfer and Acquisition of Project-based Carbon Credits under Kyoto
Protocol, which is now under implementation with an aim to assist the sellers and buvers in their
negotiation and drafting the purchase contracts of carbon credits. His industrial backgrounds are in iron &
steel industry and engineering and construction industry involving various kinds of industrial plants
including hydro-carbon processing plants, chemical and petrochemical plants, environment protection
plants like De-SOx. De-NOx and De-Dioxin, iron and steel making plants as well as their offsite facilities.
He was born in 1947 and holds Master in International Business Studies {MIBS) from University of South
Carolina, USA. He can be reached by e-mail at misukiji @unido.org. -
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Minutes of the CDM Roundtable by
IPA delegates

Time/Date: 14:00 ~ 15:00 November 21, 2003

Place: Sandton Sun Intercontinental, Johannesburg ;
P
Theme: What is the role the Investment Promotion Agencies must and can best play to" s
maximize the benefits under CDM as a host country?

Moderator: Mr. M. Tsukiji, UNIDO HQs

Participants:

Cote d'lvoire (Cote d'Ivoire Investment Promotion Centre)
Mr. Gode Pierre DAGBO, Director General
Ms. Léonie KONIAN, Marketing Director

Ghana (Ghana Investment Promotion Centre)
Mi. Kwasi ABEASI, Chief Executive
Dr. Peter ANKRAH, Director for Promotion & Public Relations

Tanzania (Tanzania Investment Centre)
Mr. Samuel SITTA, Executive Director
Mr. John Mathew MNALL, Senior Investment Promotion Officer

Uganda (Uganda Investment Authority)
Dr. Maggie KIGOZI, Executive Director
Mr. Issa MUKASA, Assistant Director

Mozambique (Investment Promotion Center = CPI)
Dr. Mussa USMAN, Deputy Director
Ms. Belarmina CAPITINE, Project Officer

South Africa (Department of Trade and Industry)
Mr. Xolile Mtwa, Assistant Director

Dr. Tadashi AOYAGI, General Manager Mitsubishi Research institute

Mr.Thomas BLACK-ARBELAEZ, Executive Director Andean Center for Economics in Environment
Dr. Sandra GREINER, Economist, The World BankCarbon Finance Unit

Mr. Satoshi IWASAKI, First Secretary Permanent Mission of Japan to UNIDO

Mr. Guillermo Luis JIMENEZ BLASCO, Head Climate Change Unit, UNIDO HQs

Mr. Mikio Nagata, Executive Director, JETRO Johannesburg

Mr. Osamu Hattori, Director of Research, JETRO Johannesburg

Ms. Louise Binge, Personal Assistant to Executive Director, JETRO Johannesburg

Mr. Jason Joffa, Researcher, JETRO Johannesburg

Mr. Etinne Botha, Researcher, JETRO Johannesburg

Lol



[1) Mr. Tsukiji

The CDM is considered to offer significant opportunities to developing countries in attracting new
investments but, at the same time, it costs to satisfy the requirements by UNFCCC notahly in
establishing and running the Designated National Authority (DNA). How do you assess potential
benefits relative to cost that would be associated?

Uganda .
* CDM is a huge opportunity for developing countries and economies and can be

used as a tool for drawing investment into these regions.

* This Workshop has brought the complex CDM process down to understandable level.

* We need it to be simplified so that the man on the street can understand it.

* We are upset that the United States has not ratified the Kyoto Protocol as it does not set
a positive mindset about the future of the CDM process.

*  We are considering setting up 2a CDM department within the Investment Promotion
Agency with international help in capacity building.

= The benefits of setting up such an agency to deal with the CDM process will definitely
have benefits that will exceed the costs.

vory Coast
*  We will be prioritizing this mechanism by looking into it deeper, and presenting it to our
higher authorities.

Mozambique
* Before we can even look at the CDM, we need more industry — however we could use
the CDM process as a tool for attracting investment and creating sustainable industry.

Uganda
* Disturbed by United States not ratifying the Kyoto Protocol.
*  We are worried there may be a struggle over DNA of Uganda between UIA and the
Ministry of Environment when we return back to Uganda.

Dr. Sandra Greiner
* Problem in developing countries is finance for such projects.
* We have to act now in order to get COM projects off the ground, as it can well take as
much as three years from decision to invest to verification/certification and issuance of
CERs, if we want to meet the first commitment period of the Protocol, which is for 2008 to
2010.

Mr. T Black
* Emphasized that Mass transit Systems offer an ideal case of potential CDM projects
* Local economic benefits from Mass transit system can often outweigh the CDM
Economic benefits.
= We must not only think about the current situation but also the future one when there is
really going to be a great demand for CER credits.

f2] Mr. Tsukiji

We have learnt from the presentation materials of Mr. Marcos Castro that there are a couple of
approaches in designating the National Authority (DNA) who has compulsory function and,
optionally, promotional function. Many IPAs have been claiming that they are the “One Stop
Shop” for foreign investors. if DNA is set up separately, it would make two shops for a country,
What is your opinion on this issue?

a1
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] Uganda
4 * Ifeel the IPAs would make the best DNA as they can offer a one stop shop in receiving

application for approval of investments.

e

Mozambique
* The Environmental ministry because the Ministry is compulsory once Kyoto is finalized,
and they have the capacity to deliver with regard to such technical details.

Tanzania
= Kicks start the DNA in the IPA. Once matured, the unit may become independent. — The
- idea of a one stop shop is vital in helping the potential investors.

L i —am—

Mr. T Black
» There must be universal approval and consistency in the issuance of CERs, and
corruption must be combated in these areas.
. * There cannot be any signs of favoritism is awarding a CERs.

[3] Mr. Tsukiji

Supposing that the IPAs would become DNA, what are you going to do with technical expertise
which you are not iikely to have but are required to perform its functions?

Uganda
*  We have the capacity through our CDM secretariat, which is established in the IPA —in
this secretariat we have energy and environmental specialists as well as mathematicians
etc. '

Mr. Jimenez (UNIDQ)
= itis perfectly possible to have a setup in which the regulatory and the promotion
(marketing) function of the DNA would rely on two different bodies or departments. In
doing so, the different departments can specialize in their respective fields of
competence, yet coordinating their activities to deliver a comprehensive product at the

end of the day.
Ghana
* The IPA can be the starting point for such a project; once it reaches a level of maturity we
can pass it on to other department.

Tanzania
*  We will interact between our different departments
= We would want to start a small team, which wouid head the CDM initiative with out the
risk of this project collapsing in over itself by getting to big to fast.
* We have many potential projects such as a mass transit system by converting disused
railways in Dar-es-salam into a commuter network etc.

[4] Mr. Tsukiji

A developing country whose country risk is perceived high may not be able to successfully attract
foreign investments under the CDM. In this context, we discussed Unilateral Mode! where a
developing country initiates COM projects by themseives, without foreign investments, and seli
the carbon credits later, when they are actually issued, as a part of income for the investments.
What do you think about this alternative?




Uganda

Tanzani
"

Ghana

We will assist private sectors by providing information/assistances in this regard. ‘
a ]
We are interested in the Unilateral Program and see a lot of opportunity in infrastructure g
projects.

We are very much interested in doing it by ourselves as Government. Palm oil projects
and Mass transit system project can be possibilities.

[5) Mr. M. Tsukiji

What is

Mr. Nag

the general attitude of potential Japanese investors/buyers of carbon credits?

ata (JETRO)

Japan is watching the development of detailed methodologies of CDM process carefully.
The CDM Process is new to JETRO and we are excited about interacting between the
different investors. )

It may not before effectuation of Kyoto Protocol when more positive steps are taken by
potential investors and, in this connection, watching Russia’s decision.

Dr. Tadashi Aoyagi

Japanese companies who may need CERs are watching for the Protocoli to become
effective before making commitrments.

Generally Japan is looking for low risk projects that therefore generate high quality CERs.
it is important for a host country to have a reliable focal point i.e. a DNA with strong
capacity in order to attract investors under CDM.

Mr. M. Tsukij

Uganda

Some Japanese trading companies (Sogo Shoshas) told me, when asked about existing
barriers in pursuing possibilities in CDM projects, that 1) a host country should establish
DNA as soon as possible if they are really serious in attracting investment thru CDM
otherwise we have been pushed around among ministries, 2) transparent procedures in
application for approval as CDM project have to be made public by a host country as well
as criteria for approval or disapproval, 3) more involvement of host country governmental
agencies/subunits in approval and monitoring of implementation in many cases mean
more time and more costs on the part of investors and the less governmental intervention
the better and 4) web site may be used to disseminate the transparent procedures and
criteria. '

This is exactly the information we need to become receptive of CDM investments.
.ﬂ_

(End)



