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PAPER NO. 1: PORTUGAL ON BEHALF OF THE EUROPEAN COMMUNITY
AND ITS MEMBER STATES

SUBMISSION BY PORTUGAL ON BEHALF OF THE EUROPEAN COMMUNITY AND
ITSMEMBER STATES

Subject: Capacity Building in Economiesin Transition under the Kyoto Protocol
Information from Parties on the activities that they have undertaken

pursuant to decision 30/CMP.1

1. Introduction

Under para 7 of the decision 3/CP.10 (document FCCC/CP/2004/10/Add.1), the Conference of
the Parties (COP) decided to review the status of implementation of decision 3/CP.7 at the
twenty-seventh session of the Subsidiary Body for Implementation (November 2007) in
preparation for the first commitment period of the Kyoto Protocol, making use of information
provided by Parties with economies in transition (EIT) and Annex Il Parties in their national
communications and other relevant documents and information to be provided by the Global
Environment Facility and its implementing agencies, and bilateral, multilateral and other
international agencies.

The Subsidiary Body of Implementation (SBI) invited Parties to the Kyoto Protocol to submit to
the secretariat, by the "L 8f August 2007, information on efforts made to implement the
framework for Capacity Building relating to implementation of the Kyoto Protocol in economies
in transition.

The EU is taking this opportunity to respond to this request: Portugal, on behalf of the European
Community and its Member States, welcomes the opportunity to submit additional information
on the topic of effectiveness of capacity-building activities in countries with economies in
transition, provided by Member States, including those with economies in transition.

2. Efforts made to implement the Capacity Building framework to implement the Kyoto
Protocol by the EU

The EU and its member states that are Annex Il parties have provided support to the countries
with economies in transition to enable them to implement the Kyoto Protocol. This support took
the form of training and awareness-raising at the individual and institutional level, learning-by-
doing activities, through pilot activities and technical assistance. The main areas for capacity
development covered included support to:
»= Development of national greenhouse gas inventories and systems for estimation of GHG
emissions
= Climate change policies and measures, include support to prepare for climate change
policy dialogues in the context of post 2012 climate regime
» Education, training and public awareness
= National communications and national climate action plans, reporting obligations
= Modalities for accounting relating to targets, timetables and national registries



= Joint Implementation (JI) projects and emissions trading
* Projections of GHG emissions, impact assessment and adaptation
» Research and systematic observation, transfer of environmentally sound technologies

The Member states that are also economies in transition have also reported support through the
Activities Implemented Jointly (AlJ) pilot phase, support for the establishment of national
registry systems and for participation in JI activities. Information on such support has been
provided through national communications. The following are some examples of support
provided or received by European Member states that are also countries with economies in
transition.

2.1 EUROPEAN COMMISSION SUPPORT TO COUNTRIESIN EASTERN AND
CENTRAL EUROPE:

2.1.1 The TACIS programme

With its enlargement, the EU shares a long common border with the region of Eastern Europe,
the Caucasus and Central Asia. The main aid instrument for this region is the TACIS programme.
Within that programme, the theme of Sustainable Management of Natural Resources supports
action on biodiversity, water management and collaboration with other key environmental actors.
Close and continual co-ordination on these issues is taking place with EU Member States,
International Organisations (e.g. GEF and UNEP), and International Financial Institutions,
namely the World Bank. Within the TACIS programme three regional capacity building projects
for implementation of the Convention and the Kyoto Protocol were launched in 2004: one in
Ukraine and Belarus, one in Armenia, Azerbaijan, Georgia and Moldova, and one project in the
Central Asian republics of Kazakhstan, Kyrgyzstan, Tajikistan, Turkmenistan and Uzbekistan.
The projects offer technical assistance to the governments of these countries in order to help
them meet the objectives of the Convention and the Protocol, with a special emphasis on
monitoring and reporting obligations.

The TACIS programme is also financing a technical assistance project to Russia for
implementing the Kyoto Protocol that was launched in June 2005. The project assists the Russian
government in establishing a national inventory and a monitoring and reporting system, a
national registry, and national guidelines for Joint Implementation projects. For more

information, please check the websliép://europa.eu.int/comm/external_relations/ceeca/tacis/

2.1.2. Capacity Building in New Member States, Acceding and Candidate Countrieson
Further Climate Change Action Post-2012

In the context oturrent discussionan further climate change action (post 2012), a series of six
capacity building workshops and two conferences for the new EU Member States, Acceding and
Candidate Countries were or are being held (2006 and 2007). The aim of these activities is to
prepare the ground for discussion on further climate change action, create additional public
awareness and strengthen networks of relevant stakeholders as well as the overall capacity of the
new Member States, Acceding and Candidate Countries to contribute to the debate on future EU
and global climate policy.

A number of country-specific issues were discussed intensively amongst regional groups of three
to four countries. These activities have proven to be very efficient and effective when measured
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to meet the set objectives. For more informathdtp://www.ecologic-
events.de/climate2012/en/index.htm

2.1.3. Capacity building on climate change including Kyoto and post-2012 measures for the
12 NI S countries, including Russia (This programme is expected to become operational in
2008)

2.1.4 Baltic Sea Region Cooperation and the Testing Ground Facility

BASREC was established after an initiative of the Nordic prime ministers in 1996 when the
Nordic energy ministers were assigned to present a programme for an enlarged energy
cooperation in the Baltic Sea Region together with the ministers with energy portfolios in the
region. The proposal was to be co-ordinated with the EU Commission initiative in 1997, "Baltic
Energy Task Force". Eleven countries participate: Denmark, Estonia, Finland, Germany, Iceland,
Latvia, Lithuania, Norway, Poland, Russia and Sweden.

After a test period of one year BASREC was formally established in October 1999. The
organisation received a first mandate for three years (2000-2002). Working Groups were
established in the following areas: Electricity and Gas Markets, Climate issues and Energy
Efficiency. During 2002 a special ad hoc group was established with the aim to elaborate a
programme for cooperation on sustainable development and use of bioenergy for the coming
years. At the BASREC Ministerial Meeting in Vilnius in November 2002 a decision was taken

on a new three-year mandate for BASREC for the period 2003-2005. The Ministers also decided
to establish the Baltic Sea Region as a Testing Ground for JI in line with the Kyoto Protocol (cf.
information on Testing Ground Facility). The aim of the Testing Ground Facility is:

= To develop common understanding and insights on the European Emission
Trading and “Linking” directives and their implementation with emphasis on
consequences for the energy sector and the scope for Jl in the testing ground;

= To provide an updated, clear and correct manual for Joint implementation
projects in BASREC countries;

= To make the Testing Ground (TG) known and to stimulate involvement and
participation in its activities. To analyse needs and consequences for BASREC
countries and provide for their interests to be taken onboard as Emissions
Trading and JlI are further developed.

In 2003 a decision was taken to set up a Special Working Group on Bioenergy. This cooperation
programme is an excellent platform for the development and strengthening of institutional

capacity in the areas of climate change, energy and electricity markets, exchange experiences and
strengthen cooperation networks. All of these ultimately contribute to the preparation of the
participating states, especially those with economies in transition, to address climate change.

2.1.5 Carbon Finance (Assist Spain, WB)

Several activities to enable the full engagement of developing countries and economies in
transition in the carbon market. There is a need to work more in detail the programmatic CDM.
Very good synergies between Carbon Finance Unit in the World Bank and CF Assist
http://carbonfinance.org/Router.cfm?Page=CFAssist&ltemID=24694&cp=24694
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22. ACTIVITIESIN EUROPEAN UNION MEMBER STATESTHAT ARE ALSO
ECONOMIESIN TRANSITION

2.2.1 Capacity building in Romania

In the period passed from the 7th Conference of the Parties to the UNFCCC, there were not so
many capacity building programs, that were based on the Decision 3/CP.7, hosted by Romania.
In the last period, the process has increased significantly due to the implementation of the
bilateral agreements in the field of climate change and the development of Joint Implementation
projects signed by Romania with Switzerland, Norway, the Netherlands, Austria, Denmark,
Sweden, France, Finland, Italy and World Bank’s Prototype Carbon Fund.

Romania was able to submit for the first time the GHG inventories in the required format after
the participation of two experts in the GHG inventory reviews organized by the UNFCCC
Secretariat in 2002. The GHG inventory reviews provided a great opportunity for the invited
experts to share views on the inventory preparation and submission process and were very
important for experts in the EIT countries. The training programme for members of expert review
teams for the technical review of GHG inventories of Parties included in Annex | to the
Convention organized by the UNFCCC Secretariat is also one of the useful instruments for
enhancing the capacity of EIT countries in this field. Romania benefited from both participation
in the training programme with an inventory expert and hosting reviews of the GHG inventory
based on which the GHG inventory submissions were improved over the last couple of years.

One of the first capacity building projects started in January 2001 and was financed by the Greek
Ministry for Environment, Physical Planning and Public Works. It consisted of improving the
climate change activities in the Balkan countries like Romania, Bulgaria, etc. The main objective
was to increase the participation of these countries in the international efforts regarding climate
change mitigation and to strengthen the co-operation on these issues.

Based on some bilateral agreements related to the development of Joint Implementation projects,
there were some capacity building activities and programmes developed by different countries,
such as the cooperation with Norway based on the programme “Combined capacity building and
project development" implemented in 2002 by the Norwegian Energy Efficiency Group (NEEG).
The goal of the programme was to train about 30 Romanian facility managers, project developers
and specialists regarding the development of business plans for climate change mitigation
projects suitable for participating under the Joint Implementation mechanism.

In 2003, the Regional Environmental Centre for Central and Eastern Europe financed a project
for developing the “National Action Plan on Climate Change” (NAPCC) — 1st phase “Drafting
the methodology and structure of the NAPCC”. The project’s main scope was to facilitate the
implementation in Romania of the principles and objectives of the UNFCCC and to increase the
central authorities’ awareness on the commitments taken under the Kyoto Protocol. The
outcomes of the project were presented in a Methodological Guide covering the steps for
developing the NAPCC, the existing studies and projects, and the existing legal background.

In January 2004, the United Nations Development Programme and the Global Environment
Facility started the project “Romanian National Capacity Self-Assessment for Global
Environment Management (NCSA)” having the overall objective to enable Romania identifying
priorities and needs for capacity building to address global environmental issues, in particular
those pertaining to the so called “Rio Conventions” (biological diversity, climate change, and
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desertification). The NCSA explored the synergies among these Conventions, as well as linkages
with wider concerns of environmental management and sustainable development. The project
represented the starting point for a long-term process, which will strengthen thematic and cross-
cutting programmes under the Rio Conventions.

One of the most important NGOs in Romania in the field of climate change implemented a
programme financed by the Regional Environmental Centre for Central and Eastern Europe,
named “Support for the Implementation of the Kyoto Protocol”. The project was carried out at a
regional level in six countries from the Central and Eastern Europe in the period October 2002 —
March 2003 and focused on the possibilities for developing the GHG registry. Comparing the
international requirements for GHG national registries with the existing situation in Romania
resulted in the need for Romania to fulfil a number of prerequisites, in order to be able to
implement successfully and operate the registry.

The Government of France financed a project accomplished by the Ministry of Economy and
Trade of Romania in cooperation with two consultancy companies in the period June 2003 —
March 2004. The key objectives of the project were represented by the development of some
GHG emissions inventories in certain sectors of the Romanian industry, using a “bottom-up”
approach and assessing the potentiagd @Quctions in order to assist the Romanian industry to
maximize the value of its “carbon assets” and the participation in the EU Emissions Trading
Scheme.

Based on the Memorandum of Understanding signed in 2003 between Romania and Denmark
regarding Joint Implementation and climate change activities, the Danish Environmental
Protection Agency (DEPA) accepted the requests of the Romanian Ministry of Environment
regarding strengthening of the capacity in this field. In the last period three of the most important
activities were developed with the financial support from DEPA thus contributing to address the
commitments taken under the UNFCCC and the Kyoto Protocol:

= development of the National Strategy and Action Plan on Climate Change;

= editing, publishing and printing of the Third and Forth National Communication;

= establishment of the National System for assessing the GHG emissions;

= establishment and operation of the National Registry.

2.2.2 Capacity Building in Lithuania

There are many obligations for Lithuania arising from the UN Framework Climate Change
Convention and it's Kyoto Protocol. The administrative capacities have to be strengthened and
legislation has to be revised and improved or supplemented if necessary in order to achieve the
Kyoto commitments and to implement the requirements of the EU Emission Trading Directive.
Lithuania has to continue strengthening the administrative and monitoring capacities, both at
central and local level. Training is necessary in order to comply to the new EU requirements.

The National Committee for Implementation of EU Requirements in Climate Change Area was
established in February 2004. It comprises representatives from the Ministries of Environment,
Economy, Transport, Agriculture, Health Care, Lithuanian Academy of Sciences, Institute of
Ecology of Vilnius University, the Lithuanian Green Movement, the Lithuanian Confederation of
Industrialists and Vilnius Municipality. At several meetings of the National Committee it was
decided upon more active integration of climate policy into different fields of research, economy,
enhancing capacity building, strengthening institutional arrangements, raising public awareness.



After the submission of the Second UNFCCC National Communication including preliminary
GHG emissions inventory data lacking consistency and completeness, the Ministry of
Environment submitted the relevant reports (CRF and NIR) to the UNFCCC Secretariat. These
reports were prepared in accordance with the UNFCCC related to national inventory submission
with assistance of EU PHARE project EUROPEAID/112892/D/SV/LT/4 “Strengthening of
institutional capacity to implement EU requirements on chemicals, GMO, IPPC and GHG” [43].
This project was implemented by national and foreign experts. The NIR contained the data on
emission trends for 1990, 1998, 2001 and 2002. In 2005, this report was renewed by the data on
emission trends for 2003 by experts from the Air Division of the Department of the
Environmental Quality of the Ministry of Environment.

The major part of Lithuanian science and development capacity is concentrated in universities
and research institutes. There are three types of research institutions in Lithuania, whose mission
is stated in relevant legal acts, namely:
1. University research institutes established to carry out research of high
international quality. They focus mainly on basic research and provide research basis
for university education, doctoral studies and improvement of scientific qualification
of university personnel;
2. State research institutes established to carry out long-term research of
international quality important for the Lithuanian economy, culture and international
cooperation. Research activities that state research institutes perform involve groups
of specialized scientists and require data collection and specialized experimental
instruments. State research institutes together with higher education institutions help
to train specialists;
3. State research establishments aiming at carrying out R&D activities important
for the Lithuanian economy and culture, for the development of industry, state
government and other institutions.

NGOs play an important role in the process of implementation of the UNFCCC in Lithuania.
They seek to use all available national scientific potential and lobby state officials for attaining
common purposes. One of such organisations is the Regional Environmental Center (REC) for
Central and Eastern Europe in Lithuania. The organisation is running the project of the United
Nations Development Programme (UNDP) and the Ministry of Environment “National Capacity
Self-Assessment for Global Environmental Management”. The project covers climate change
impacts upon ecosystems, registration of GHG, introduction of gas technologies and different
tools, including international instruments. The project concluded that the interaction between
R&D and state institutions in implementing the convention is inefficient, officials responsible for
the strategic planning do not take part in designing state orders in the area of developing research
and technologies, applied research does not enjoy adequate financial support — the greatest part
of research related to the implementation of conventions in Lithuania was carried out according
to international projects, which proves that the care of the state for the performance of
international commitments is not sufficient enough.

2.2.2 Capacity Building in Czech Republic

In the last period, the process of capacity building has been focused especially on the area of
Joint Implementation projects. Currently there are project activities going on with Denmark,
Austria, Netherlands, Japan and World Bank’s Prototype Carbon Fund.



Activities Implemented Jointly (AlJ)

In the framework of participation of the CR in the pilot phase of joint implementation projects as
the testing phase, in which there will not be a shift of the achieved emission reduction to the
investor, the National AlJ Reference Centre was established at the Ministry of the Environment
in 1996 and prepared the basic general rules for their implementation. A total of 5 projects have
been implemented, which were approved more or less on an individual basis. These are various
types of projects: two projects for a change in the kind of fuel employed, two projects to increase
energy efficiency in a given company and one project related to afforestation. A survey is given
in the following table:

Central heating in Dééin | This project was approved in 1996 and the investor country was the USA. It was concerned with a change in heating
medium from coal to gas, the use of cogeneration and increasing energy efficiency. The total costs of the project
were approx. USD 8 mil., where the AIJ] component consisted of approx. 7.5% of investment costs in the form of soft
loans from a private company in the USA (USD 600,000). The installation was brought into operation in 1996 and

the annual reduction in greenhouse gas emissions equals 24 kt CO,.

Renewal of forest stands
in the Sumava and
Krkonose National Parks

This project was approved in 1997 and the investor country was Holland. In the framework of the project, 14 thous.
ha of land was afforested (9 thous. ha in Krkonose and 5 thous. ha in Sumava), with total costs of USD 60.5 mil.;
the AlJ] component corresponded to 80% (USD 48 mil.) and the costs were covered by the FACE project. The annual
reduction in greenhouse gas emissions equals 734 kt CO, and the life-time is estimated at 99 years.

Modernization of the The project was approved in 1997, the investor country was France and the measures were concerned with aspects of

Cilkovice cement plant

energy efficiency. This project was carried out in the foreign branch in the framework of a single company, with total
investments of about USD 6 mil. and achieved annual reduction in greenhouse gas emissions of about 33.6 kt CO_.

Biomass heating plant in
Hostétin

'This was a comprehensive demonstration project for central heating using biomass together with the use of solar
energy for heating hot utility water, supplemented by the construction of an information centre on renewable re-

sources. Total costs were about USD 860 thous., of which the AI] component was about USD 470 thous. The total
annual reduction in greenhouse gas emissions equalled about 3350 t CO,, which, with a lifetime of 15 years, corre-
sponds to a total reduction of 50.25 kt CO,

Installation of a new co-
generation unit in Skoda
Mladi Boleslay.

This project was implemented in the foreign branch of the same company and FRG was the investing country. The
project involved modernisation and renovation of the cogeneration units where, together with an increase in energy
efficiency, there was a change in heating medium from coal to gas. The total costs of the project equalled approx.
USD 110 mil,, mostly covered by a commercial loan. The annual reduction in emissions equals 272 kt CO,, corre-
sponding to a total of 5.4 mil. t CO, for a lifetime of twenty years.

In evaluation of the pilot phase of AlJ, it was pointed out that systematic procedure is not
available for accepting and evaluating AlJ projects, which were accepted and subsequently
evaluated on an individual basis and the basic rules were very general. In this connection, it was
found out that one of the key aspects of implementation of similar projects lies in careful
preparation of contracts.

Joint Implementation Projects (J1)

At the end of 2001, work was commenced on transfer of AlJ projects to the Jl phase, i.e. with the
assumed subsequent transfer of unit emission reductions to the foreign investor. The first step
consisted in preparing institutional provision for this subject area at the Ministry of the
Environment. A new task force was established, with the special task of selecting methodology
for selection of JI projects, assessing the submitted proposals and making recommendations for
implementation. The following have been named as top-priority areas for inclusion in JI projects

= use of renewable energy sources;

= energy savings in heating buildings (insulation, regulation)in the public sector;

= energy savings in heating buildings (insulation, regulation, low-energy buildings) in
residential buildings;

= use of waste industrial heat in existing installations;
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= construction of collection systems for landfill gases for old landfills and their energy-
production use; and

= greening of public transport.
Nonetheless, projects outside of these priority areas can also be submitted as JI projects.
Primarily for methodological reasons, the area of afforestation has temporarily been excluded.
Independent projects or groups of projects can be proposed as JI projects if they (i) are of an
investment character, (ii) are in accordance with the generally binding regulations of the CR, (iii)
do not lead to transfer of pollution between the individual components of the environment (e.g.
air — water — soil) and (iv) are prepared for implementation; activities of a non-investment
character (technical assistance, consulting, expertise, education and public awareness, etc.) and
also projects that have already been implemented or commenced cannot be recognized as
projects in this sense.

Experience with AlJ and JI Projects

The Netherlands, Austria, Denmark, the Federal Republic of Germany and Japan have expressed
active interest in cooperating on these projects. A number of other countries are also interested in
closer specification of existing general cooperation in the future. Cooperation is usually based on
the experience of both the investing and the host country. In a number of cases, there is potential
for use of assistance from the investor countries, which is concentrated on dealing with certain
specific and technical aspects. Cooperation with the World Bank (also known as the International
Bank for Reconstruction and Development IBRD) and the Prototype Carbon Fund (PCF), which
was commenced in 2001, is also based on the JI principle. In accordance with the national
methodology for JI projects, PCF supports projects concerned with energy savings through an
increase in the energy efficiency in public buildings (hospitals, schools, etc.) with central heat
supply and renewable energy sources in an extent suitable for industrial buildings. Participation
of PCF is based on an agreement approved by the Government in 2003 and the projects are
implemented through the Czech Energy Agency. The expected degree of participation of IBRD

in joint implementation projects corresponds to USD 5-7 mil. in dependence on the amount of
reduction of emissions through implementation of specific projects.

3. Conclusion

The EU considers building capacity as being essential for countries to be able to implement their
commitments under the Kyoto protocol, and more broadly to assist countries in achieving
sustainable development. As with capacity building efforts elsewhere, capacity building for
climate change policy in economies in transition has also been guided by the principle of
country-driveness, and was guided by the internal assessment of needs done by recipient
countries, being consistent with their sustainable development strategies, reflecting their national
initiatives and priorities. The information contained in this submission emphasizes the progress
made in recent years in capacity to implement Protocol obligations, but also to take advantage of
opportunities provided by the Protocol. They further emphasize the desirability of appropriate
involvement of stakeholders, including regional governments, industry and non-governmental
organisations, and the importance of cooperative agreements on frameworks for capacity
building with potential donor countries.

The EU is of the view that the current institutional setting for capacity building is revealing its
potential to increase capacity and enable recipient countries to fulfil their obligations and avail
themselves of the opportunities provided by the Kyoto Protocol.
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PAPER NO. 2: UNITED STATES OF AMERICA

United States Submission on Capacity Building in Countrieswith Economiesin Transition
Information from Annex |1 Partiesto Support the
Review of the Status of | mplementation of Decision 3/CP.7

The United States is pleased to have the opportunity to submit information on capacity building
activities in economies in transition in order to assist with the regular monitoring of the
implementation of the capacity building framework pursuant to decision 3/CP.7.

We believe that the capacity building framework for countries with economies in transition
annexed to decision 3/CP.7 can serve as a useful tool to help bring country-driven priorities to
the attention of those bilateral, multilateral, and international organizations in a position to
respond.

Many economies in transition include a number of key energy exporters as well as energy
importers that are important to global and regional energy security as well as to environmental
systems affecting global climate change. In recognition of these circumstances, U.S. assistance
programs have focused on both systemic reform and institution-building, as well as projects that
promote clean energy, more efficient technologies and private investment. Capacity building for
national and regional projects have addressed the following main areas: developing sound
national energy policies, energy prices and legal/regulatory systems; improving efficiency and
reducing emissions in various sub-sectors; restructuring, commercialization and privatization of
energy utilities and companies; encouraging clean energy project development; and promoting
regional energy cooperation and the integration of energy systems into international energy
markets.

For the Secretariat’s ease in using the attached information for its paper, we have provided
illustrative examples of our work in a format keyed, to the extent possible, to the sub-paragraphs
of paragraph 20 of the Annex to Decision 3/CP.7, as found in document
FCCC/CP/2001/13/Add.1. To limit the overall size of the submission, we have developed short
summaries of the activities, and provided websites, where available. In doing so, it is our
expectation that the Secretariat will be able to use this data to show that the capacity building
framework is being implemented in a robust manner in economies in transition. In addition, we
hope that all countries may be able to gain useful knowledge from our successful partnerships
with economies in transition. Please note that this compilation is a mere illustration of the
capacity building efforts undertaken by the United States and should not be considered an
exhaustive list.

The United States appreciates the opportunity to share its views on this matter and to provide the
attached information.
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[lustrative Examples of United States Capacity Building Activities
In Countrieswith Economiesin Transition

(a) National GHG inventories,

Tariff Reform and Communal Services Enterprise Restructuring Project in Ukraine
http://www.mdi.org.ua/eng

The goal of this five-year U.S. sponsored activity was to improve delivery of communal services
(water, wastewater and district heating) by improving the policy and regulatory framework,
building the management and technical capacity of communal service enterprises (CSEs), and
increasing public sector participation in services delivery. Phase | focused on regulatory reform
at the national level and application of new approaches at the local level in two pilot cities, Lutsk
and Khmelnytsky. At the national level, the United States assisted the State Committee for
Housing and Communal Services to prepare a National Strategy for Communal Services Reform
and the law On Housing and Communal Services. At the local level, the United States helped
prepare guidelines for setting cost-recovery tariffs and an accounting handbook. The United
States also supported energy efficiency projects, household surveys and ability-to-pay studies,
revision of utility charges as well as the preparation of capital investment plans. The United
States introduced and assisted in negotiating performance agreements between municipalities and
CSEs that clearly state the responsibilities of each party. In Phase I, successful approaches
tested in Lutsk and Khmelnytsky were rolled out to 31 more CSEs in 16 Ukrainian cities. Formal
classroom training was combined with technical assistance in the field. The United States
assisted in establishing, and providing institutional strengthening of, the Municipal Development
Institute, a new local NGO uniting former Project professionals. The NGO is committed to
advancing the cause of communal services reform in the future.

(c) Policies and M easures, and the Estimation of their Effects;

Romania Energy Program |11

WWwW.rep3.ro

This U.S. supported program expands access to energy efficiency financing and increases the
efficiency of energy use. The focus includes applying energy efficiency programs to reduce
energy costs to help make energy reform more affordable for vulnerable populations. This
program includes a number of ongoing measures, hamely: activities to establish a functioning
social safety net to protect low-income Romanians affected by energy reforms and market
liberalization; activities to promote regional cooperation to liberalize energy markets and
improve the stability of supply; and activities to reduce marginal costs through open competition.
A U.S. sponsored workshop for Romanian Banks entitled, “Capacity Building for Greenhouse
Gas Emissions Reductions through Energy Efficiency in Romania: Obstacles and Barriers in
Energy Efficiency Financing” took place in September 2006. At that workshop, twelve lessons
learned were presented:

e An enthusiastic, empowered financial decision-maker is the key success factor.

Beware of the Mega-Project.

Involve a commercial financier.

Most energy efficiency loans involve balance sheet financing.

Creditworthy project developers usually have a preferred lender.

A team that leverages investment needs banking, finance, and outreach skills.
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Municipalities tend to invest in buildings on a piecemeal basis.

UNDP credentials are a huge asset when offering free technical assistance.

Local consultants can do high quality work at lower cost than those from abroad.

A broad geographical outreach is essential to source potential investments.

It is useful to present energy efficiency concepts at a wide range of third party events.
Large scale investment in Blocks will require both subsidies and thought.

Replication of Lessons Learned (ROLL-2000) in Russia

WWW.iSCMOSCOoW.ru

ROLL, a Russia-wide grant-making activitypported by the United States, includes the
introduction of energy-saving techniques that resulted in significant cost savings.
Working in areas such as natural resource use, sustainable economic growth, energy
efficiency, ecologically oriented business, public health and ecological education, this
activity shared successful models withn-governmental, public, business and

educational organization as well as mupatiauthorities and local communities in

Russia. Due to a lack of funding, masgmmunities were prevented from upgrading

their heating infrastructure, and high energy costs even worsened this deadlock. U.S. seed
grants allowed these communities to make a significant breakthrough by reducing energy
costs. In addition, the savings allowed municipalities to expand and continue energy
saving projects. With the introduction of energy-saving techniques, this U.S.-funded
project resulted in significant cost savings to those municipalities. The United States
provided grant capital to implementrdand-driven energy saving projects.

Improvements included: enhanced energgegating facilities, better insulation, and
changes in behavior pattern. As a restilh special ROLL grant round on energy

efficiency, the quality of communal services was improved in 32 cities, consumption of
electricity decreased, and municipal budgets saved funds for other social programs with
savings of over $700,000 per year.

Strengthening Energy Bodiesin Bosnia and Herzegovina

http://her zegovina.usaid.gov

The United States has supported technical assistance and capacity building for the
electricity sector in Bosnia and Herzegovina. As a result of this assistance, Bosnia and
Herzegovina passed electricity legislation that enabled restructuring of the sector and the
formation of electricity regulators. Despite some political challenges, the electricity
legislation was the first approved legislati@sulting in state-level energy institutions
including the State Energy Regulatory Commission the transmission company and System
Operator. The formation of the electricity regulators was also a direct result of the U.S.
technical assistance. The United States provided extensive, hands-on assistance in initial
institutional development of the three electrici®gulators — one at the state level and two

at the entity level — along with ongoing ing&ve capacity building. Further, the United

States provided extensive training in tariff methodology to all three commissions, along
with training in licensing. As a result, Bosnia and Herzegovina has the foundation for the
predictable and sustainable development of the energy sector that is in harmony with the
EU directives on electricity, European Union accession requirements, and the Energy
Community Treaty signed by Bosnia and Herzegovina.
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Central Asia Regional Energy Markets Assistance Program

The United States implements a Regidbaérgy Markets Assistance Program (REMAP)

to assist the development of an electriaiigrket in Central Asia (focused on Tajikistan,
Kyrgyzstan and Kazakhstan). REMAP has the following objectives: to establish a
transparent, competitive electricity markeentral Asia; to increase electricity trade in
Central Asia, both of which will make delopment of hydroelectricity resources

financially feasible, and will stimulate ecan@ growth in the region; to introduce
market-based solutions for current and future regional disputes related to hydroelectricity
facilities and reservoirs; to build the capacity of electricity regulators to develop the
electricity industry in the region, while protecting the interests of consumers. To achieve
the goal of building an electricity marketaitning was provided to ministries, regulatory
agencies, transmission companies, market operators and regional energy organizations, to
discuss incentives and barriers to enhanced regional trade of electricity among the Central
Asia and other regions. A separate training activity focused on the use of a modern
transmission planning model.

Kosovo Electric Corporation (KEK) Institutional Strengthening
www.usaid.gov/missions/kosovo

Energy is widely considered to be Kosovo’s most promising economic sector. World
Bank analysis indicates that more than 4,500 megawatts of new generation capacity could
be constructed in Kosovo over the nexiekdh years, representing almost half of the
region's total future needs. In order to take advantage of these emerging opportunities,
Kosovo must address two major weaknesses in the sector, namely that the legal and
institutional framework remains underdewe¢d, and that the domestic electricity
operations are riddled with problems, mostly stemming from the perpetual non-payment
and theft of electricity among both residentiatl commercial users. The United States is
providing legal and policy advice to decisiorakers in the sector, strengthening their

ability to engage in meaningful dialogue with potential investors. The United States is
also a member of a consortium of international organizations supporting turn-around
management at Kosovo's electric utility, KEK late 2006, the United States launched a
program to support KEK improve financial controls, reduce theft, and improve
management capacity. This program, which built on prior U.S. work under the
Community Infrastructure Support Program$e), worked to improve the ability of

Kosovo Electric Corporation (KEK) to assess and collect revenue to finance services and
operations.

Energy Sector of Macedonia

http://macedonia.usaid.qov

The U.S. helped build the Government of Macedonia’s institutional, operational and
managerial capacities to effectively plan and implement the restructuring efforts to
improve the energy sector in order to foster a favorable environment for privatization,
investment and reliable affordable electrigtypply. The major objective of this U.S.
program was to strengthen Electricity Re¢iga Commission (ERC) capacity to function
as a fully independent and transparent regulatory body, which is able to establish open
and transparent policies and procedures for tariff setting, licensing and oversight as
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required for a reliable, environmentally soward financially self-sufficient power sector.
The United States also assithe vertically integrated state-owned utility (ESM) to
develop the financial and operational management capacities to become an effective
participant in the Energy @amunity for the South East Europe (ECSEE) and implement
the unbundling of its transmission sector and approaching the privatization of
distribution. About 150 staff of the Ministry, utility and regulatory body were trained,
and technical assistance was provided on the development of the ERC as well as
regulatory technical assistance to the ERC such as licensing, organizational issues,
training, and tariff calculation.

L egal/Regulatory/M ar ket Development

WWW.erranet.org

WwWw.ener gy-community.org

In Bulgaria, Romania, Serbia, Kosovo, Macedonia, Montenegro, Albania and Croatia, the
U.S. government is helping to providgpport for the development of the Energy
Community of Southeast Europe aimed at creating regional electricity and gas markets
through developing the regional framewogksl institutional capacities essential to
improved performance of energy utilities and enhanced trade and investment. Key
activities include support for the Energy Community Regulatory Board (ECRB); legal and
regulatory technical assistance; regional transmission planning and development of
investment priorities for international fineial institution (IFI) lending; regional and

bilateral regulatory partnerships betweeut®east Europe and U.S. state regulators;
regional tariff harmonization; and support for the Energy Regulatory Regional
Association (ERRA). The activity also strengthens capacity of energy regulators and
utility companies in Eurasia countries throdgdining and technical assistance. U.S.
assistance is provided to support develogmépolicies promoting more efficient and
reliable transmission and delivery of energy.

(d) Impact Assessment and Adaptation;

UkraineLand Titling Initiative

In Ukraine, the United States helped to develop survey procedures and a surveyor training
program to ensure that agricultural lands subject to privatization exclude environmentally
sensitive land. This includes wetlands, lands with a slope in excess of 3%, a 100 meter
exclusion zone around agricultural chemical storage sites, a 10 meter exclusion zone on
watercourses, and lands that have been degraded by wind, or water erosion. Support was
provided to conduct training for surveyorgdan conduct quality control of survey works

to ensure that environmentally sensitive land had been excluded in six oblasts (Kyiv,
Cherkasy, Khmelnytsky, Odesa, Vinnysya, Zhytomyr, and Crimea Autonomous

Republic).
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Support to Enhance Privatization, Investment and Competitivenessin the Water

Sector of the Romanian Economy (SEPIC)

This U.S. supported activity aimed to asgirivate industries and municipal water

utilities implement Environmental Management Systems and Pollution Prevention
projects in Romania. Under this project, the United States provided technical assistance
for the development of a feasibilityusly and investmergackaging for the

implementation of a national water management project. This activity improved
management of water demand/water use efficiency and resulted in the creation of
adaptation plans developed to address vulnigrabiidentified through risk assessments.
The U.S. assistance enhanced Romania’s dagpacope with water disasters, and
experience gained in the project will be used to extend the water management
(WATMAN) project to other river basins. In addition, environmental management
systems and pollution prevention will be implemented in other industries. A useful
guidance document, a Mayor’'s Manual, was developed and included in the set of flood
preparedness documents adopted by government ministries. As a result of this activity,
the Ministry finalized its flood management strategy and the Government of Romania
approved the five-year implementation of a U.S. $180M national WATMAN project.

Croatian Climate Station Bears Fruit

http://croatia.usaid.gov

Like many farmers around the world, fruit growers in the City of Velika Gorica struggle
with adverse conditions that affect productsnd quality, such as heavy rain, halil, frost,
insects and plant diseases. The Bubamara Association of Fruit Producers has been
providing agriculture advice to local farmers since 1998. In addition to their efforts to
help farmers produce a healthier product through an “integrated” fruit production system
they developed, a modern climate statias needed that would serve as an early

warning system for farmers. With assistafrom the United States through the CroNGO
program (Assistance to Croatian non-governmental organizations), local farmers now
receive advance warning by mobile phone and e-mail about all weather changes, allowing
them time to protect their orchards.

(f) Education, Training, and Public Awar eness,

Forest Resour ces and Technologies (FOREST) Project, Phase 1

This U.S. supported project focused anmner of major program activities, which

contributed to the development of the new Forest Code in Russia thereby helping Russia
combat illegal logging. These activities inded: assisted in increasing public awareness
and access to forest management regulations; assisted, to the level permitted by the
Russian Government, in reforming the regjolss affecting activities on forest lands

under long-term leases, as well as non-leased forest land; and assisted in reducing illegal
logging practices in the Russian Far East and implementing the FLEG (Forest Law
Enforcement and Governance) process. Public hearings of the newly developed Forest
Code were held in Khabarovsk Kray. Information campaigns about reforms in the forest
sector, Forest Code development, illegal logging and Forest Law Enforcement and
Governance (FLEG) reached over 30,000 people in the RFE. As a result of these efforts,
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the U.S.-funded FOREST project made recommendations to the draft Russian Forest
Code to decrease illegal logging. The project reduces the threat to Russian forests, as a
globally important carbon sink, by improving sustainable forest management through
economic growth, identifying forestry reform issues and assisting with greater civil
participation in thdorestry sector. Recommendations on preventing illegal logging,
developed by the project, were used as the basis for developing the regional FLEG
program. The website dedicated to development of Russia Forest Code will be
operational after the project ends, providing different groups information about forest
legislation and drawing attention to reformdanestry. The Russian Ministry of Natural
Resources, other government agencies asasdhe public received recommendations for
collaboration between the public and agencies responsible for regulating, planning, and
managing activities in forest lands. The recommendations had been discussed before the
final hearings of the new Forest Code were held.

Bulgaria-New Jersey Partnership

http://www.nar ucpar tner ships.org/libr ary2.asp#bul

The National Association of Regulatoryility Commissioners (NARUC), a national
non-profit membership organization whose mission is to serve the public interest by
improving the quality and effectiveness of paltility regulation, along with the U.S.
government are implementing a partnership between Bulgaria and New Jersey. The New
Jersey Board of Public Utilities (NJBPU)dthe State Commission on Energy and Water
Regulation (SEWRC) of Bulgaria are pursuing a Regional Energy Regulatory Partnership
over two years. The partnership is desigaga vehicle for the exchange of experience

and information between U.S. and Bulgarian regulatory bodies with the goal of improving
regulatory practices and providing access to advanced U.S. energy regulatory practices.
This partnership will allow SEWRC to have broad access to U.S. regulatory practices and
will provide the NJBPU access to applied European energy regulatory techniques and
methodologies. The partnership includes technical exchange activities in both New
Jersey and Bulgaria, as well as Bulgarian participation in training activities.

Croatia-New York Regional Energy Regulatory Partnership

http://www.nar ucpar tner ships.or g/libr ary2.asp#cr o

The National Association of Regulatoryility Commissioners (NARUC), a national
non-profit membership organization whose mission is to serve the public interest by
improving the quality and effectiveness of paltility regulation, along with the U.S.
government are implementing a partnership between the Croatian Energy Regulatory
Agency (CERA) and the New York Public Service Commission (NYPSC) over the next
two years. The partnership is designed as a vehicle for the exchange of experience and
information between U.S. and Croatian retpiabodies with the goal of improving
regulatory practices and access to U.S. energy regulatory experience. This partnership will
allow CERA to have broad access to Ueulatory practiceand will provide the

NYPSC access to European regulatory techniques and methodologies. The partnership
includes multiple activities in both New York and Croatia as well as Croatian
participation in training activities.

M acedonia-Vermont Energy Regulatory Partnership Program
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www.nar ucpar tner ships.or g/macedonia.asp

Within the framework of the NARUC Partnerships Program, which is designed as a
vehicle for exchange of information and improving regulatory practices, the Energy
Regulatory Commission of the Republic of Macedonia and the Vermont Public Service
Board carried out an energy regulatory partnership. Five exchanges occurred over the
three year project during which both sides explored topics such as tariff design and rate
setting; regional markets and cross-bordadér energy efficiency; service quality;
customer protection and low-income programs; licensing and monitoring, and others.
Several top management officials in Macedonia and Vermont have seen the bilateral
program evolve into many sustainable regulatory relationships and personal friendships.

Communal Services Reform Roll-out Project

www.mdi.or g.ua/eng/index.html

The purpose of this project in Ukraine is to help municipalities, through training and other
technical assistance, improve the delivery of communal services to the population and
local industries through market orientexfiorms in the communal services sector.

Assisted municipalities will significantly improve the financial, commercial and technical
viability of controlled water, wastewatem@heating communal enterprises and thus, the
quality of communal services delivered to the population and local industries.
Participating municipalities will implement low-cost energy efficiency/service
improvement projects to reduce technical and commercial losses of participating
communal enterprises by at least 20% over several years. Approximately 70 other cities
will be aware of the best practices in reforming communal services.

(g) Transfer of Environmentally Sound Technologies;

Methaneto Markets (M2M) Partnership

www.methanetomarkets.org

www.epa.gov/methanetomar kets

In Russia, Poland, and Ukraine, the United States provides technical assistance and
training to promote cost-effective, near-term methane recovery and use as a clean energy
source under this international initiativActivities have ranged from workshops and
conferences to actual pre-feasibility studmspotential methane reduction projects. The
Partnership currently focuses on four sources of methane emissions, three of which are
targeted in these countries: coal mines, landfills, and oil and gas systems.

In the Coal sector, the United States is working in all three countries to try to encourage
them to put forward potential coal projecet the M2M Beijing Partnership Expo to be

held October 30-November 1, 2007. In Russia, the United States is also providing
consulting support for Uglemetan to build ingional capacity and work with partners to
evaluate technical needs and barriers to coal mine methane (CMM) projects. Further to
that work in Russia, the United States is providing specific technical information (case
studies, lessons learned) to coal mines to address technology barriers to coal mine
methane project development and, with the UN Economic Commission for Europe, is
attempting to help mines with project development by educating them about financial
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investment strategies. In Ukraineetbnited States is conducting a drilling
demonstration/pilot program at an underground mine. Related training and workshops for
coal mine officials on the cost-effectivélization of recovered methane have been
organized. The United States is also wagkwith state-owned coal companies such as
Makeyvugol to develop at least one project template for the Expo. In Poland, the United
States is working with the Central Miningshitute to develop several CMM templates for

the Expo. In addition, the Uted States will be sharing iexperiences at the Polish

Mining Congress in Krakow in September 2007.

In the Landfill Sector, the United States is assistinglme collection of baseline data at

top Russian landfills with a plan to conducefieasibility studies at identified landfills.
The United States recently sponsored an M2M Landfill Workshop in Moscow in May
2007 and landfill site visits in the Moscaegion. In Ukraine, the United States has
made technical presentations at confereaceisconducted a one-day landfill methane use
workshop associated with the 3rd Intdromal Biomass Conference in Kyiv (Sept/Oct
2006). This one-day workshop provided a basic “how-to” session on landfill methane
capture and use, as well as financing mechanisms. In addition, a suitable landfill was
recently identified in Ukraine aha pre-feasibility study will be launched as well as up to
three additional desk-top landfill assessment studies in three cities. The United States
supported the participation of experts fromhbobuntries in the Inteational Solid Waste
Association (ISWA) two-day landfill gas capacity building workshop in Istanbul, Turkey
in June 2007.

In the Oil and Gas Sector, the United States is providisgipport over five years to the
Russian Academy of Sciences to identify oil and gas sector methane emissions reduction
project opportunities. In Ukraine, the United States plans to similarly support over
multiple years the identification and implentation of methane emissions reduction
projects in the Ukrainian gas transmission and distribution sectors.

Ener gy Efficiency/Heating/Renewable Ener gy

In Croatia, Romania and Russia, the United States supports the promotion of regional
approaches to financing energy efficiency by leveraging commercial and international
financial institution (IFI) financing for munipal projects (including heating systems).
The activity addresses investment needs and savings associated with the following:
regional energy demand planning; affordability; and social safety net approaches
associated with utility services through resitild energy efficiency; and heating system
reform and potential for increased use of natural gas.

Development of Renewable Energy Projectsin Bulgaria

http://bulgaria.usaid.qgov

The United States is working Bulgaria to help with the establishment of a public-
private partnership for the preparation and implementation of a wind power project of
between five and ten megawatts in Bulgafi&e proposed project structure involves an
equipment finance lease for wind turbines and towers, and commercial debt financing
from a local commercial bank for installatidsglance of plant components and working
capital for wind farm operation. The structure requires the establishment of a public-




-20-

private partnership with a municipality and private energy services company in Bulgaria,
that will be responsible for operation and maintenance of the wind farm, where the
municipality will secure the finance, lease and debt financing using municipal assets, to
be repaid from the project revenue stream via electricity sales.

Energy Regulatory Development Project Bulgaria

http://bulgaria.usaid.gov

The main objective of this project is to support the Bulgarian energy sector reform,
including privatization, and thestablishment of competitiemergy market in Bulgaria.

The project provides assistance to the State Energy and Water Regulatory Commission
(SEWRC) and the Ministry of Energy and Energy Resources (MEER) in the development
of energy sector legal and regulatory fraroeky modern tariffs for electricity, gas and

heat supply sectors, regulatory accounting standards, reporting requirements and uniform
system of accounts for the energy sector companies, as well as assistance in building
SEWRC capacity. These activities are critical for encouraging energy sector investments
that will provide access to modern and affordable energy services. By developing energy
sector key legislation and a regulatory framework, the project creates conditions and
incentives for use of clean and efficient energy technologies thus mitigating future
negative environmental impacts. The United States has supported this project by helping
the SEWRC build their capacity to act as an independent regulatory body that effectively
balances the investors’ competing interesth the need to protect consumers. Various
training sessions were held with SEWRC experts on various subjects, including several
workshops on green energy trading practices in the U.S., experiences of Western
European countries in establishing a green energy market, including green certificate
programs, relevant financial support programs by the EU countries, etc. The finalization
of key secondary legislation and regulations thidithave direct impact on the utilization

of clean energy resources. The United Stedesinued supporting the energy sector tariff
reform and working closely with the SEWRf@halized the tariff methodologies and the
regulatory Chart of Accounts for the electricity, heating and natural gas sectors. Another
focus of U.S. efforts during 2005 was the restructuring of the energy sector in Bulgaria.
After the successful privatization of the electricity distribution companies in the country

in 2004, the United States supported the successful privatization of three major electricity
generation companies by developing the regulatory framework for electricity generation.

(h) National Communications and National Climate Action Plans;

Energy Sector Restructuringin Croatia

http://www.ener gy-community.org

The electricity and gas sectors in South East European countries have a reform framework
based on the Energy Community Treaty, whga legally binding document committing

the countries to meet European Union requirements contained in the energy, environment
and energy efficiency directives. Amondet steps, the Treaty requires them to

implement national legislation creating electricity regulators and transmission system
operators and to open the market for all non-domestic consumers by certain time dates.
The United States has been assisting with institutional capacity building of the Croatian
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regulator (HERA), laws and policies (a package of energy laws), technical assistance
provided to the national electricity utilign issues of restructuring, tariff reform and
market design.

(i) National Systemsfor Estimation of GHG Emissions.

Privatization, Investment, and Development of Energy Program (PRIDE) in

Romania

This activity, supported by the U.S. goverent, focused on the energy sector reform in
Romania, included the liberalization of the electricity and gas markets, the strengthening
of independent regulatory commissions, and promotion of energy efficiency projects. The
activity also supported the privatization of Turceni energy complex. The United States
also facilitated efforts to implement energforen, improved the seot’s regulation and
promoted energy efficiency. Technical assistance was provided through this activity and
institutions created thumh the activity will operate and beble after the project ends.

Also, the Turceni privatization strategy will be the basis for the actual privatization,
resulting in increased investment and competitiveness and mitigation of greenhouse
gases.
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Information submitted by
World Bank Institute, CF-Assist Program
regarding

‘Capacity-building under the Kyoto Protocol’

At its 2" session, the Conference of the Parties serving as the meeting of the Parties to the Kyoto
Protocol decided to invite relevant multilateral and bilateral agencies and the private sector to
provide reports on their support of the implementation of the framework undertaken pursuant to
decision 29/CMP.1' Capacity-building relating to the implementation of the Kyoto Protocol in
developing countries’), and requested the Secretariat to produce a synthesis report drawing upon
inter alia information provided by relevant multilateral and bilateral agencies (decision
6/CMP.2).

In response to this invitation, the World Bank Institute would like to submit the enclosed
information on its multi-year program CF-Assiginfual Report 06-07, May 2007). CF-Assist
implements capacity-building and knowledge sharing activities aiming at enhancing the ability of
developing countries to participate effectively in project activities under the CDM, including
those priority areas listed under decision 29/CMP.1, para 2, (a)-(f).

It should be highlighted that the information that is herewith provided does not intend to cover
the whole range of programs and activities of the World Bank Group regarding knowledge
generation and sharing and capacity-building to support the implementation of the Kyoto
Protocol in developing countries.
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Program Highlights 2006-07

With over $13 million in contributions and lenage of an additional $8 million from existing
resources within the World Bank, CF-Assisslimecome an established vehicle to enable
developing countries and economies in traosito fully participate in the carbon market

During its two years of operatis, CF-Assist has effectively responded to the needs of host
countries, and established presence in 45 casniith 17 new countries being added in 2006-
07 alone. This included the launogiof ‘Africa Assist’ component.

CF-Assist has successfully leveraged the expegief the World Bank as a buyer of carbon into
its various activities including training moduleschnical assistance dediedtto the design of
effectiveDNAs, to the ceation of carbon assets, and has laudedicated team of experts from
across the Bank regions.

During this year, CF-Assist signed work pragn agreements (WPAS) with the six operational
regions of WB, which enables the process of mainstreaming carbon finance TA activities with
the rest of Bank operations.

CF-Assist facilitated the participation of ov@ host countries to Carbon Expo 2006, to provide
a unique platform where they cdukarn about the latest developments in the market, and the
buyers, sellers and service providers could interact in a trade fair setting.

In regional markets, CF-Assist has delivered a number of successful greenhouse gas forums,
notably Carbon Expo Asia in Beijing, Carbom&ice Day in Nairobirad North Africa Carbon
Forum in Rabat.

Over 5200 people benefited from traig and exposure provided BF-Assist events including
training programs, global and regional events.

Capacity building activities by CF-Assist helpgtdengthen over 10 DNA&and develop several
scores of carbon finance projects.

CF-Assist has opened up CF opportunities in recently active countries such as Albania,
Macedonia, Kyrgyzstan, UzbekistdBelarus, Botswana and Rwanda.

CF-Assist has promoted innovative marketmmstents such as CDM Fund in China, Sellers
Funds in Argentina and Mexico, and lsan auctioning platform in Brazil.

CF-Assist has begun to address some of thegingeissues such as Programmatic CDM and the
post-2012 carbon market; as well as opened up under-represented sectors such as transport and
biofuels.

CF-Assist, along with CFU, represents Werld Bank in implementing the ‘Nairobi
Framework’.



-27 -

1.0 Introduction

11 Carbon Finance Program at the World Bank

The flexible mechanisms under Kyoto Protocol (COIMand IET) facilitate the use of carbon market as
an effective instrument in achieving mitigation@HG emissions. The World Bk has been an early
leader since late 1990s in promoting the carborkataFrom the first fund Prototype Carbon Fund --

set up in the carbon market with contributions freational governments and public and private sector
organizations of the Annex | courds, the Bank’s carbon finance portfolio has grown substantially .to
reach over $2 billion spread over ten Carbon Fund&h®purchase of emission reductions (Annex 1). In
clean project terms this represents over $10 bithbcapital investment. By April 2007, the World Bank
has concluded emission reduction purchase agneesmvorth nearly $1.42 billion from a range of
renewable energy, waste managetrand industrial gas projects.

12 Capacity Building in Carbon Finance

One of the key challenges in expanding the carboneh&ito ensure develo countries would have
adequate capacity that allows their active partiagmatso far, only large developing countries such as
China and India have been able to benefit from th&ebawhile a vast majority of countries have had
only a marginal presence. Lack of technical andtut®nal capacity has been the key barrier in this
regard. Thus, assisting developing countrieamitwe towards a carbon resilient development through
capacity building and technical assistance hasrbe@n important objective for the World Bank. The
Carbon Finance Assist (CF-Assist}li® principal program of the World Bank to address the capacity
issues and provide technical assistance to the a@wegl countries and the economies in transition. This
report provides a description of various activifileplemented during 2006-07, and the work plan for the
next two years.
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2.0 CF-Assist Program

21 Program Objectives

CF-Assist is a multi-donor trust fund set up as a cigpauilding and technical assistance program
proposed in 2004, which formally opened for subsaiptt the end of March 2005, and received its first
contribution in July 2005. CF-Assiatso administers the former P@kis program, which was funded

by the interest income of four PCF participant fiiaid their contributioto that fund upfront. CF-

Assist has its own donor constituency and wadn, and complements the World Bank’s Carbon
Finance business.

The basic objective of CF-Assisttisensure that devel oping countries and the economiesin transition
are ableto fully participate in the flexible mechanisms defined under the Kyoto Protocol. In order to
achieve this objective, CF-Assigbuld work with countries to

Build their human and infrastructural capacity;

Facilitate sustainable development gaissogiated with carbon mitigation projects;
Help create and manage carbon assets in the form of mitigation projects; and
Help reduce costs of participation in the carbon market

CF-Assist seeks to meet its goals by creating ablerg environment whereby local institutions have the
capacity to prepare and review projects for approvalptivate sector has procedures in place to identify
opportunities and bring them to market, and the lensi@gggor uses carbon finance as a means to reduce
project risks. It responds to a high demand from Baiekt countries to build capacity at national and
local levels, disseminate lessons learned from caobsimess operations, and build a broad pipeline of
projects that will address country’s sustainable dgaaknt objectives as part of international CDM/JI
activities.

2.2 M anagement Structure

Within the World Bank, CF-Assist is anchoredfie Sustainable Developmntativision of the World

Bank Institute (WBI) (Chart 2). The Sector ManagéSD division provides strategic guidance and
operational oversight. CF-Assist comprises a five-tmemteam (Team Leader, three senior professional
staff and one program support staff, including Brench Government-seeded professional), which
liaises closely with the Carbonrf@ince Unit (CFU) responsible fbusiness, and the Regional carbon
finance teams.

In 2006-07, CF-Assist has entered work programeegents (WPA) with lathe six regions to
implement the CF-Assist country programs, witie anchor team providing technical inputs and
monitoring. Within the regional teams, which supervise the implementation of country programs, a task
team leader is responsible for each country program.
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Chart 2. Management Structure of CF-Assist
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2.3 Funding Sour ces

The CF-Assist resource envelop imbés contributions from multiplesrces (Chart 3) — direct donor
funds, income from WB'’s carbon fund mgeanent (including the former PQius program), and
contributions from partners to specific activities.tA¢ end of 2007 fiscal year, CF-Assist has a resource
envelop of over $13.4m, which included a nemtcibution of $1.8m from the government of
Switzerland. In addition, CF-Assist has leveragesburces of about $6m from PHRD (Policy and
Human Resource Development) — a World Bankmakeprogram financed by Japan to implement
specific country capacity building activities. Annex 5ydes details on distritiion of CF-Assist funds.
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Chart 3. CF-Assist Resour ce Envelope (Million USS$)
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24 Implementation Strategy

CF-Assist represents an important thrust of ¢mg lterm carbon finance business strategy for the World
Bank as the market grows with its focus on both sieom and long term capacity needs of the countries.
It is structured in a way that enables capacity lngjen issues that may emerge as critical for a post-
2012 climate mitigation regime.

Phased Approach. The CF-Assist program is designedtomodular in its delivery approach, and

typically requires participating countries to complete three phases (although many may have completed
phase one by the time they apply for assistance),mathsurable indicators to trigger the undertaking of
the subsequent phase. As work progresses, and asub&tome progressively strengthened, the grants
increasingly become recipient-executed, with oggrtsand expert staff support from the Bank from the
respective regions.

Objective Facilitation. As the carbon business grows internationally, the Bank continues to play an
objective role to enable the full engagement of tgpiag countries and economies in transition in the
carbon market, and to assist in comprehensiveegrs assistance to strengthen the carbon market
liquidity in the long term and broaden #sale and impact in the developing world.

In this regard, CF-Assist pursues a conscious strateggable country participation in the broad carbon
market, and not promote or devel6PM projects for just the Bank’s carbon business. The projects that
are developed as a result of the technical assstarovided under CF-Assist, are thus offered to the
market, and the World Bank will become a ‘buyetast resort’ only when the projects fail to find other
buyers. As well, CF-Assist enhances capacity by ingriwith experts at the national level, rather than
relying solely on international experts.

Further, in order to ensure that the beneficiasfebe capacity building have access to the developments
in the market and views of the different stakehddd€F-Assist training programs follow a balanced
approach by involving resource persons from across the Bank that are not directly responsible for
purchasing emission reductions. For larger, regionaltey€k-Assist training programs seek to involve
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a cross-section of stakeholders — national repretbegaprivate sector carbon buyers, representatives of
sellers such as project developers and consaltaint addition to members of WB’s carbon finance
team.

Strategic Partnerships. In order to ensure effective implementation of the various components of its work
program, CF-Assist develops pantsigips with various global, remaal and national organizations, both
public and private. These partners provide a varietymits and services includj joint organization of
market forums, participation in capacity builgjdogistical support for in-country events, and
implementation of technical assistance activities ad [gagers. Annex 2 of the report provides a list of
CF-Assist partners as of May 2007.

Country Selection: CF-Assist is a multi-donor single purpdsest fund, in which contributions are

pooled and are not targeted by dorairspecific countries or activities, and cannot be limited to specific
firms or consultants. These multi-donor programmastruments were designed to increase the scope
and impact of the Bank’s operational activities, ar@la@nsistent with international trends to promote
selectivity, harmonization and development effectégn However, CF Assist seeks to acknowledge
donor areas of interest while ensuring that adedquat#s are available for global operations, taking into
account the probability that volumes of high quality assets can be delivered to the carbon market.

Host countries that are interested in particigptimCF-Assist would endorse their request to the
Program Manager, who has the responsibility forssneg the capacity building needs of a specific
country in consultation with Bank regional staffidato determine if sufficient funds are available to
initiate a program. Countries are considered for supgmmording to the following criteria: the country
has ratified the Kyoto Protocol; the governmerg lamonstrated support to participate in the carbon
market; there is a willingness to devote sonsueces to the participation of the carbon market
including contributions in kind; it is a borromg World Bank member country; the Bank has a
comparative advantage to undertake the proposed activities, and, the country is likely to deliver a
relatively important volume of high quality assets to the carbon market.

The Program Manager will consult with donors on the type of technical assistance activities to be
undertaken, the countries where these activities dmilshdertaken, and the technology focus. The work
program to be prepared by management will tat@account the outcome of these consultations. Funds
contributed by the donors will be deployed aguieed by the Program Manager to undertake the
technical assistance activities in the work program.

25 Work Components

CF-Assist’'s work program includélsree main components (Chart 4):

Chart 4. Work Components

v v v
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i) Capacity Building at Country/Regional Level

The work under CF-Assist focuses mainly on thaetvities: portfolio development, training and
assistance with institutional governance.

Under portfolio development, CF-Assiworks with local intermediaries partners to identify potential
carbon finance projects, in particutaropen up specific sectorsttee opportunity of carbon finance.
Depending on the previous level of activity in a country, this work may entail the development of
national market assessment studies, analytical wodletermine whether the rules of programmatic

CDM can be applied in a specific sector, anddéeelopment of case studies that will enhance

knowledge of carbon finance in the participating country. These activities are conducted with the help of
national experts in order to promote the retentiooapfacity once the program in a specific country has
been completed.

With regards to training, CF-Assisffers four basic modules in theaining covering various aspects of
climate change and carbon finance:

e Establishing effective designated national authorities

¢ Carbon finance project formulation

¢ Baseline and monitoring methodologies

¢ Negotiating fair and equitable emission reductions purchase agreements

These basic modules are tailored to the needsesjuirements of specific countries based on their
existing capacity levels. As mentioned earlier, these programs are conducted in a phased manner
beginning with training in basic issues around clengtange, and progressing to detailed technical and
financial aspects of CF projects leaglto actual preparation of projects.

In order to make these training programs currentratevant to the clients, CF-Assist team constantly
updates the information and case study examples, atitis@urpose, closely interacts with the Carbon
Finance team in the Bank, and key external stakeholders.

An important outcome of these tn&ig programs is identificatioof actual carbon finance projects,
which are converted into PINsi@ PDDs by project developers.

In addition to the country level workshops, CF-Ashiss a provision to conduct regional workshops (e.g.
Francophone Africa, Southern Afridaatin America, etc.) to bring togjeer stakeholders from different
countries to exchange experiences and fesgitices in carbon market development.

Under institutional assistance activity, CF-Assist paogworks with country governments, and other
national institutions to enhance their capatigfuding establishingnd strengtbning DNAS,
developing procedures for projeagiprovals and monitoring, promoting clear rules for the transfer of
certified emission reductions, assisting local groamd consultants to become trainers, etc.

In developing capacity building programs at the nalitsael, CF-Assist seeks to be responsive to needs
of host countries. For economies-in-transition, for glamCF-Assist will assist the design of green
investment schemes, that will enable host counthi@shave surplus assigned amount units to green
them, i.e. ensuring that revenues lead to invessrtaat promote sustainaldevelopment and lead to

real emission reductions.
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i) Market Devel opment Facilitation

CF-Assist also targets a number of activitiesatdlitate development of the carbon market, such as
regional learning events, analytical workidentify and remove barriers (for example in the
transportation sector), and the increased participaf the financial sector in carbon finance.

As one of the leading players in the carbon matket\World Bank organizes a number of events that
bring together key market stakeholders (public andape sector buyers, project developers, consultants,
donors, etc.) not only to facilitate exchange on latestket developments, bptomote actual project
transactions. These events include Gldalbon Expo, Regional Carbon Expo, and Regional
Greenhouse Gas Forums usually delivered in partnenstiippthers such as the International Emissions
Trading Association.

At the international level, some CF-Assist activitiewe targeted at identifying and removing entry
barriers for specific asset classes. The first sutivity has focused on the transportation sector, which
contributes a significant portion gfeenhouse gases in the atmosphere, but has been under-represented
in the early carbon market. This ongoing sectovigiative would identify market barriers for the
development of carbon finance projects in tleistsr, conduct a global dialogue to understand and

resolve key issues, and develop a number of project methodologies.

With regard to the financial sector, activities tayeted at promoting means to monetize emission
reduction purchase agreements, disseminating infamabout how carbon finaaaeduces investment
risks, and developing and disseminating tools tonarte the increased participation of the traditional
financial sector in the carbon market. Itis undes set of activities for example that CF-Assist has
promoted the development and implementation ibéise carbon funds in Argentina and Mexico.

i) Market Assessment and Outreach

CF-Assist brings out an annuab$t of the Carbon Market reportl@ased at the Carbon Expo every
year) that provides latest information on statugloolt and trends in the carbon market. In addition, it
will document lessons learnt from the Bank’s expeargeas a buyer of emission reductions, and integrate
them in its activities such as training modules and case studies.

Progress in these different activities during 2006-07 is discussed in Section 3.

2.6 Impact Indicators

CF-Assist envisages a 1-3 year engagement in thetsd countries implementing programs in a phased
manner. In each phase, the achievements are reviewed ba the indicators (Chart 4), before the next

phase activities are taken up. The entry phase in programs would vary from country to country dependin
on the existing capacity.
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Chart 4. Impact Indicators
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procedures, and project
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3.0 Activity Report 2006-07

31 Capacity Building Activities: CF-Assist Country Programs

The selection of countries supporteyl CF-Assist is based on a numlodrfactors: formal requests by
client countries, suggestions from the World Bank’s Host Country Comfided advice from the
Donors Committee. A number of criteria are apphglden selecting the countries: identification of
specific capacity needs, estimated potential in a cpdat developing a project portfolio, commitment
of a country to build capacity and develop the canpanket, etc. After two years of operations, capacity
building programs exist in 45 countries, includihg countries where programs have been launched
during 2006-07 (Chart 5). CF-Assist activities are iffiedént phases in different countries, with some
still in planning. This section describes specifiograms implemented and initiated in different regions
during 2006-07

Chart 5: CF-Assist Country/Regional Programs?

P Middle East » Egypt, Lebanon, Morocco,
& Morth Africa = Europe & Tunisia

Central Asia
Albania, Armenia,
- Azerbaijan, Belarus, Georgia,
ﬂ*._ Macedonia, Kyrgyzstan,

b S Uzbekistan.

. GIS Studies: Bulgaria, Latvia,
! Russian Federation, Ukraine.
Iz:!ulhe.'-,;l
¥ Cambodia, China, Indonesia,
Papua New Guinea,
/& Philippines.

|- East Asia &
the Pacific .
= Latin America Bangladesh, India, Nepal,
& the Caribbean South Asia _> Pakistan, Sri Lanka.

Argentina, Bolivia, Brazil, Ecuador, Botswana, Burkina Faso, Kenya,

Mexico, Paraguay, Peru, Uruguay, Madagascar, Mali, Mozamblque, Nigeria,

Central America region Rw_anda, Se_negal, South Afrlcg, Ugande_l, West

African Region, Southern African Region

! Host Country Committee (HCC) is an advisory body of 54 developing countries and economies in transition, which
provides structured advice on World Bank’s CF business and CF-Assist.
2 In the chart, countries shown in bold are those where capacity programs have been initiated during 2006-07.
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3.1.1 AfricaRegion (AFR)

CF-Assist launched a sub-program under its umbrella, knowkfrasa Assist, in order to address the
serious lack of capacity in climate change anmed the relatively less attention received till now by the
African continent. By April 2007, country work pn@gms had been negotiated and agreed with the
carbon finance focal points in Madagascar and §anevhere the activities are implemented under a
collaborative arrangement between CF-Assist #rad Japanese-funded PHRD (Planning and Human
Resource Development) grant program. Initoltl negotiations are well under way for terms of
reference for another four country programs (Mali, Botswana, Burkina Faso, Kenya) and two regional
programs focusing on the banking and financingaedh Southern Africanegion and Western African
region.

Principal Tasks Key output / Status
CF-Assist TA (Africa Assist)
M adagascar
1- Strengthening of DNA In order to strengthen the national capacities, an
capacity and support to the | international expert assisted a local legal expert to
development of a legal conduct the following activities:
structure regarding CER « To elaborate a study, October 2006, on legal
ownership aspects regarding the right of ownership, transferjand

use of Emission Reduction with regard to CDM
forestry projects.

. To animate a pre-negotiation workshop organized
on 3-4 October 2006 on legal and contractual aspects
of CDM projects.

. Ongoing consultation on development of
2- CDM project Portfolio CDM project portfolio inthree sectors: Energy,
development forestry, waste management. 6 PINs are under

development by an international consulting group
involving also a local condtant. The portfolio will be
presented at Carbon Expo 2007.

. Two workshops held in 2006 on CDM
3-Improvement of CDM awareness among various stakeholders.
knowledge . A training workshop was held on 28

February to 2 March 2007 in Antisarbe. This first
technical training is related to the assessment of CDM
potential and development of a project portfolio in
Madagascar. The workshop provided an opportunity to
identify and stimulate new pject ideas that could be
included in the portfolio.

Botswana

1- Strengthening of the newly | « National procedures for project approval
established DNA including . Legal document establishing the DNA to be
finalization of the national submitted at the national parliament.
procedures for project . Overall presentation amteparatory workshops

evaluation and approval were held in Feb 2007 in Gaborone
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Principal Tasks

Key output / Status

2- CDM project Portfolio
development

3- Improvement of CDM
knowledge

4- Promotion of CDM at nationa
and global level

Ongoing consultation on development of CDM
project portfolio in three sors: Energy, biomass ang
renewables.

Two workshops planned for FY 2007 to
strengthen CDM awareness among various
stakeholders.

Elaboration of a national strategy to promote
CDM activities based on the examples of successfu
Host Countries (Bl and/or India)

Kenya

1- Strengthening of DNA
including finalization of the
national procedures for proje¢
evaluation and approval using
a participatory approach.

—

2- Improvement of CDM
knowledge

National procedures for project approval
Legal document establishing the DNA t
be approved by the Misier of Environment and
“gazetted”.

Two workshops planned for FY 2007 to
support the discussion and the finalization of the
DNA's strengthening procedures

O

CF-SEA Partnership

Mali

Support to CF-SEA Partnership

Organization in collab@ation with UNEP-RISO
and CDCF+ of the third and final national workshop
Mali on Promoting Sustainable Energy Services
through Carbon Finance. October 2006. 10PINs we
presented at this workshop.

Continued institubnal suppdrto DNA

n

re

PHRD Grants

Senegal

The implementation of PHRD
grant (2005-07)

Training workshop on implementation of CDM
held in 31 August and 1 September 2006 in Dakar.

Training workshop was held 21-22 February 2(
in Saly Portudal. The workshop was organized joint
with CEFEB/AFD and focsed on methodological ang
technical aspects of CDRFojects in two sectors:
Forestry and Energy. The workshop provided an
opportunity to finalize the CDM project portfolio (17
PINs) in presence of project developers and local
consultants in order to bring these projects to
CarbonExpo2007

07
y

Mozambique: To start right after

the signirgeremony planned second quarter 2007

1- Support for DNA to set up a
portfolio of carbon offset
projects through provision of
technical advisorservices an

Institutional framework developed
Legal guidelines
Project approval procedures
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Principal Tasks

Key output / Status

workshops

2- Capacity and partnership
building (private business ang
investors, local communities,
civil society and public
institutions)

3- Development of a CDM
project portfolio and
associated documents
(baseline methodologies)

Focus and tailored workshops and training
programs

CDM projects developed in the most promising
sectors

Uganda

1- Support DNA for
developing a portfolio of
carbon offsets projects

2- Partnership building with
private sector and
communities

3- Project development

through support of up stream
project preparation

Set of procedures for QW project selection and
approval

Theme-based workshops and guidelines to bui
understanding of the requirements and issues for
carbon finance project development

Targeted Technical Assistance to DNA

Under finalization

Under finalization

Id

Regional programs

Southern
Africa

Mainstreaming
Carbon
Finance
through
targeted
capacity
building among
banking and
financial
sectors at the
regional level

Western
Africa

Co-sponsor of the regional training event Carb
Finance Investment Forum-African Bankers in
partnership with UNEP Risoe May 2007,
Johannesburg

Regional workshop planned for DNAs of the
Southern African Developemt Community (SADC) in
Gaborone in partnership with the Development Ban
of Southern Africa.

=

In house capacity building program for senior
staff from BOAD on the Kyoto Protocol and CDM
opportunities — in collaboration with the AFR and C}
Unit at the World Bank (4 people trained in 2006-

2007). Main sector of interest is energy.
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Regional Highlights

Carbon Finance Day Event at COP/MOP2: CF-Assist and World Bank team, in
collaboration with IETA, organized a twoylaarallel event at COP/MOP2 in Nairobi

on 13-14 November with special focus on Africa. The event, which was designed as a

platform for African countes to showcase the CDM patial, included a conference

and exhibition. The event attracted over 440 registered participants, and seyeral

international experts as resourcergmams. Around 20 African DNAs and project

developers displayed potential projects and conducted business negotiations |with

European buyers.

Special focus on forestry sector: CF-Assist provided legal assistance (in the forn

of international and national experts) to the Government of Madagascar on |the

preparation of the negotiations for an ERR&ently signed for acquisition of carbon
credits generated by the Andasibe-MardaBiodiversity Corridor Reforestation and
Conservation Carbon Projecd,000 hectares), which falls under the umbrella of th
Third Environment Program of the Republic of Madagascar. The ultimate goal was to
ensure that the ownership rights (carlwwadits) are well secured on both sides (the¢
local landholders/communities and the projeEnagement entity), prior to entering
ERPA negotiations.

11%

14

Collaboration with CEFEB: CF-Assist has entered into a memorandum df
understanding with CEFEB, under the aegisAFD, to implement Africa Assist.
CEFEB will contribute financial and tkoical resources to implement specific
capacity building programs in select countries.

Growing interest in carbon market: CF-Assist received several formal requests
for capacity building supportrom African countries. Preliminary exchanges have
started regarding the type of assistanapiired including the preparation of project
portfolios. There is interest from private s@calso, with some developers approaching
for possible capacity building support ingatiation of CDM contracts and other due
diligence to be performed. Efforts are on to address these requirements.
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3.1.2Middle East & North Africa (MNA)

Three country work programs had been negotiatedl agreed with the carbon finance focal points in:
Morocco, Lebanon and Tunisia. In addition, negotiations are under way to develop terms of reference for

Egypt and Yemen.

Principal Tasks ‘

Key output / Status

CF-Assist TA (Africa Assist)

vl orocco

1- Strengthening national
capacities and improvement of
CDM knowledge

2- CDM Project Portfolio
development.

funisia

CDM Workshop organized in November
2006 in collaboration with METAP.

Training organized ofForestry sector and
CDM” on Mach 5, 2007 in Rabat to reinforce
capacities of the targeted group on the technical
elements of afforestation/reforestation processes
under CDM.

Development of a new financial scheme for

Moroccan Municipalities (with FEC) is under
discussion.

Several Project Ideas Notes (PIN) under
development

1- CDM Project Portfolio
development.

2- Strengthening national
capacities and improvement of
CDM knowledge.

zgypt

CDM Workshop organized in November
2006 in collaboration with METAP.

Training organized offForestry sector and
CDM” on February 25, 2007 to reinforce capacitie
of the targeted group on technical elements of the
afforestation/reforestation processes under CDM.

Consultants recruited to develop CDM
projects in three sectors: energy, forestry, transpag
PINs delivered and 2 new PINs underway

Work program under discussion
with the DNA.

-ebanon

CDM Workshop organized in November 2006 in
collaboration with METAP.

National program agreed on
recently and includes two
components:

1-DNA support & capacity building
2-Identification of projects

{emen

)

Details to be finalized in May 2007

A preliminary capacity assessmen
has been initiated.

In collaboration with the Ministry of Water and
Environment, a workshop is planned on 25 May

Sana’a.

rt. 3
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Regional Highlights

« Raising awareness for CDM policy makers: CF-Assist collaborated with the
Mediterranean Environmental Technical Assistance Program (METAP) of the Wo
Bank to organize two successful CDMorkshops in Morocco and Tunisia in
November 2006. The aim was to enable the key governmental institutions sucl
ministries of Finance, Bhning, Economy, Electricity and Energy and Industry|
representatives of the Designated tiblaal Authorities (DNA9 as well as key
municipalities involved in the CDM process to understand the opportunities and
economic benefits of participating in the CDM regime.

« Regional CDM Forum. The first MNA Regional Carbon Forum held in Rabat on 4-5%

April 2007 has been a big success with 86 participants, half of them from buyer
Europe and Japan.
« New target countries arJordan and Algeria.

rid

N as

the
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3.1.3 South Asia (SAR)

By November 2006, a country work program was enmnted in Sri Lanka, and preliminary capacity
assessment activities have been completed in Nepal and Bangladesh. In Pakistan, a PHRD project is
under implementation with support from CF-Assistirddia, work has been initiated to launch a multi-
sector portfolio development for CDM projectsijttwactive involvement of the public and private
sectors.

Principal Tasks Key outputs/Status
CF-Assist TA
Bangladesh
Awareness Creation and « Two training workshops — one each for private
Identification of CF potential in sector and public sector — held in August 2006

different sectors.
« Project opportunities identified in the sectors of
biomass waste, brick industry and energy

India

Identification of CDM potential « Private industry delegain sponsored to Carbon

in large public sector industries. Expo, May 2006; Joint public-private sector
delegation sponsored to Carbon Expo Asia,
October 2006.

o Introduced CF module in WBI national capacity
building program in waste management sector
October 2006

« Agreement reached to support Indian Renewable
Energy Development Agency to build capacity as
a CF intermediary

« Negotiations under way to develop public secto
CDM projects in transport, power, energy
efficiency, waste management and railways

=

Nepal

1- Identification of CDM e Training workshop held, August 2006
potential in specific sectors

2- Capacity assistance to DNA e  Capacity requirements discussed with DNA; formal
request for support awaited

Pakistan

1- Institutional capacity building e PHRD project under impleemtation; one training
workshop held.
2- Identification of CDM portfolio. e  Potential identified in power sector.

Sri Lanka
1- Development of a national e A national strategy document is under development.
carbon finance market First draft has been widely circulated among all the

strategy. kev stakeholders. The final document is expecte
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Principal Tasks Key outputs/Status
May 2007.
e To pilot a CF operation using the programmatic
approach

e Local consultants assisting DNA in development of

2- Strengthening of DNA approval/monitoring procedures, designing
appropriate DNA structure.

e The institutional review is ongoing, the gaps and
capacity building requirements are being identified.
Two steering committee meetings held in July 200
and January 2007 where the strategy was presented.

[9))

e A training workshop on iplementation of CDM in

Sri Lanka held in September 25, 2006. Several public

3- Training program for private sector officials trainednd procedures for their
sector stakeholders involvement in CDM process streamlined.

e Workshop on carbon finance market development
o , held on August 4-5, 2006.
4-Training program for private  , A workshop on PIN development held on February
sector stakeholders 16, 2007.
e Atleast 20 PINs and 5 PD@®nerated as a direct
output of these trainings.

Regional Highlights

e SriLankais a strong example of a strategic aygmh for development CDM potential in the
country with active involvement of all the relevant stakeholders.

¢ InlIndia, which has so far led the CDM market in small scale projects from the private sector, the
key challenge is to unlock the huge potential igégpublic sector industries such as transport,
power, railways and waste. A project development initiative is launched in all these sectors.

¢ In Nepal andBangladesh, the emphasis is on utilizing the CDM potential of small-scale prajects
through bundling approach.
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3.1.4 East Asia & the Pacific (EAP)

Country programs in East Asia are amongst thikestlaunched under CF-Assist with actively ongoing
programs in Cambodia, China, Indonesia and the Philippines. In Papua New Guinea, the program is
currently awaiting country clearance.

Principal Tasks

Key outputs/Status

CF-Assist TA

Cambodia

1- Identify CDM capacity, and
establish DNA

2- To establish a Cambodian
Carbon Facility

Consultant working wh DNA in institutional
strengthening and development of approval/
monitoring procedures

A proposal made to eate a Cambodia Carbor
Facility with focus on enabling equitable and
transparent access to carbon finance for projects
addressing climate change mitigation with high
sustainable development attributes.

A guide was developed by GERES Cambodi
to help commercialized stove project developers
obtain carbon finance. The guide streamlines
methodology and monitoring plan and provides
guidance on the information that is required for
successful validation of fixed stove project activitie

2S.

China
1. Project Methodologies developed on energy efficiency and
development in priority sectors chemical industries
2. CDM knowledge Strategic business plan under preparation for use of
management CDM Sustainable Development Fund
Promotion of clean energy and industrial
development projects in poorer parts of the country
Indonesia

1- Multi stakeholder capacity
building in CDM.

2- Awareness raising activities.

Philippines

To share information and lessons learned on
CDM, two workshops held:

> Workshop on renewable energy/energy
efficiency and the CDM, September 2006, co
sponsored by NEDO.

» Public Forum on climate change and Indones
(Nicholas Stern as the main resource person

A press conference on the first CDM payment is
planned for the second quarter of 2007.

A report on Indonesia and climate change is under

development in two languages: English and Bah

the

a.

asa.
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Principal Tasks Key outputs/Status
Technical Assistance program is. Sector studies undertaken to identify the
based on two complementary untapped potential and specific project opportunities
strategies : in the biofuels, industrial and urban waste
. Explore potential CDM management sectors.
sectors . Advisory support provided to intermediaries
. Explore umbrella projects focusing on those groups the WB traditionally works
in partnership with traditional with.

WB intermediaries.

Papua New Guinea

Identify CDM potential and . Program awaiting government clearance.
capacity, and establish DNA

Regional Highlights

e Focus inChina on creation of decentralized capacity to support CDM development given the
vast and wide-spread potential for CDM projects.

e CDM Fund inChina is an innovative mechanism that utilizes carbon income from industrial gas

projects (HFC23, bD) to support sustainable deopinent projects in clean energy.

e Key target inChina in 2007-08 will be to help CDM development in the large potential sector of
IGCC power generation technologies.

¢ New target countries are Vietham and Mongolia.
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3.1.5Europe & Central Asia (ECA)

CF-Assist worked with WB’s Europe and Centala Region (ECA) on a jointly funded Regional Work
Program, to help build practical capacity and @cojdevelopment activities in ECA countries during FY
2007. The regional work program has taken into accthenincipient development of carbon market in
many ECA countries, and thus focuses in (i)aafation of domestic CDM policy dialogue, (ii)
strengthening key CDM institutional arrangements, {@gtering development of CDM project pipeline.

Principal Tasks ’ Key outputs/ Status
South Caucasus: Armenia, Azerbaijan, Georgia

1- Facilitation of carbon policy « Preliminary workshop held in Georgia and
dialogue Azerbaijan.
. Set of national workshops on the role of
2- Strengthening of DNA “Designated National Authority” and “Small scale
project development under CDM” were held:
3- CDM Project Portfolio > Armenia: 11 December, 2006.
development > Georgia: 13-14 December, 2006.

> Azerbaijan: 15 December, 2006.
« CF website with all materials from ECA outreach
developed.
. Bilateral meetings were held with developers,
governments and donors to discuss targeting of

workshops.
South East Europe : Albania, Macedonia
1- Facilitation of carbon policy « A workshop on accessing carbon finance as well
dialogue. as a round table for the media university students
and NGOs were held:
2- CDM Project Portfolio > February 28 — March 01, 2007 in
development Albania

> March 5-7, 2007 in Macedonia.
« In parallel with these workshops, a clinic for
project developers across all sectors to brainstorm
project ideas and integration of carbon finance
were held. Several projects with immediate
potential identified

Central Asia : Kyrgyz Republic, Uzbekistan

1- Facilitation of carbon policy « A workshop on accessing carbon finance and the
dialogue. Role of Designated National Authority as well as a
round table for the media and NGOs were held
2- CDM Project Portfolio > February-5-7, 2007 in Kyrgyz
development Republic
> January 30 — February 01, 2007 in
Uzbekistan

« In parallel with these workshops, a clinic for
project developers crossing all sectors in paralle
with workshop to brainstorm project ideas and
intearation of carbon finance: 31 proiects id
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Principal Tasks Key outputs/ Status

discussed and 8 found to have potential to develop
immediately.

« MOU signed with Uzbek government .to support
them in project identification for energy, oil and
gas and municipal sectors.

CIS: Belarus
1- Capacity building « Capacity building workshop held on March 5-7
2- DNA strengthening 2007

Regional Highlights

e The primary focus in the region is on strergtimg local institution$DNASs) and identifying
project portfolios. In Central Asjavhere countries have just enti€yoto regime or yet to do sc
the support will be for establigig and stregthening DNAs.

¢ Next target countries are Kddestan, Croatia and Moldova

O



-48 -

3.1.6 Latin America & the Caribbean (LAC)

By April 2007, country work programs had beermgotgated and agreed with the carbon finance focal
points in six partner countries: Argentina, BolivBrazil, Mexico, Peru and Uruguay. Of these, two
country programs, namely Brazil and Bolivia aeblend between a PHRD grant and a CF-Assist
program. In addition, negotiations are well under way for terms of reference for another two country
programs (Ecuador, Paraguay) and a regional program in Central America.

Country WP ’

Main expected outcomes

Status/ key outputs

1. Country Work Programs (CWP)

CF-Assist Technical Assistance

Argentina « Design of Carbon Facilityin « MOU signed with Argentine
Argentina. DNA (Secretary of
« Strengthening of DNA capacity Environment)
for project evaluation and « Argentine Carbon Fund (ACF)
approval. design assessment carried out.
« Expansion of CDM Project « Ongoing stakeholder
Portfolio in priority sectors consultation for final design.
« Development of ACF ACF side event during Expo 07
marketing strategy.
Mexico « Work Programs agreed with

(i) Bancomext

Design of Carbon Facility in
Mexico.

(ii) Centro Mario

Development of CDM

Bancomext, Mexican DNA
(Secretary for Environment) an
CMM. MoUs signed.

Mexican Carbon Fund

Molina methodologies and project (FOMECAR) design assessme
(CMM) portfolio. carried out. FOMECAR's
(iii) Other « Technical assistance for COM  technical assistance branch
project origination and already launched.
development
Uruguay « Revision of domestic legal « CWP agreed with DNA
framework related to carbon (Secretary for Environment).
transactions. « Local consultants appointed tc
« CDM Project Portfolio support DNA for (i) project
development (incl. pCDM) assessment and approval
« Capacity building of Local procedures, and (i) CDM
Governments portfolio development and
« Improvement of CDM marketing.
knowledge management.
PHRD Grants
Balivia “Support Carbon Finance « PHRD grant under

Transactions in Bolivia”:

CDM Project Portfolio
development in Energy and
Forestry sectors.

Training program for local
project developers.

implementation since August
2006.

Local consultants appointed tg
support CDM Office in portfolio
identification, development and
marketing.
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Country WP

Main expected outcomes

Status/ key outputs

2. CWPswith local partners

CF-Assist Technical Assistance

Regional: « Strengthening of DNA « Regional Work Program with
Central capacities in Central America (4- regional partner CCAD
America 6 countries). (Comision Centroamericana de
« Development of sector-scoped Ambiente and Desarrollo).
baselines and project portfolio Agreement to be signed in May
2007
Ecuador « Awareness raising and capacity CWP agreed with CDM Office
building of domestic financial (CORDELIM) and DNA
sector. (Ministry for Environment).
« CDM Project Portfolio « MOU to be signed before June
expansion: waste, agro- 2007.
industries, oil and gas sector.
« Support to domestic CDM
knowledge management and
international promotion.
Par aguay « Strengthening of DNA capacitys CWP agreed with DNA
« Pilot CDM Project Portfolio, (Secretary for Environment).
plus marketing strategy. « MOU to be signed before June
« Technical workshops on 2007.
project development
Peru « Development of sector-scoped « CWP agreed with Peruvian
baselines & CDM Portfolio CDM Office (FONAM).
expansion: Energy, LFG, « Mol to be signed before June
Forestry. 2007..
« Support to domestic CDM
knowledge management and
international promotion.
PHRD Grants
Brazil PHRD grant “Strengthening « Work plan agreed with

Brazilian Carbon Market

institutions™:

« Development of Brazilian
Carbon Facility (incl. Auction
Platform).

« Participation of national
financial intermediaries in

carbon market.

Brazilian Mercantile & Futures
Exchange (BM&F).

Activities initiated in January
2007.
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Regional Highlights

o Development of new CF vehicles: CF-Assist is supporting the design and establishment of
Carbon Facilities in Argentina (Secretary ofvifEanment and Sustainable Development) and
Mexico (Bancomext). These innovative webs, managed by the host countries, will
comprehensively address key domestic barriersgugiirg limited access to project finance) for
ER generation and delivery and hence will provide a substantial contribution for an increased
participation in the carbon market. The tedahi advisory and promotional branch of
FOMECAR - the Mexican Carbon Fund - , walseady launched in November 2006, while
ongoing negotiations with fund participants wdkétermine the launch of the financial branch
early 2007. Other countries in the region (e.g. Br&eru) have expressed interest to explore
similar domestic facilities in the framework of cogntvork plans. Similarly, the work in Brazi
focuses on developing an AuctiagiPlatform for CDM projects.

=

e Regional forum to foster carbon business development: CF-Assist has now joined IETA
UNEP and OLADE (Latin Americainergy Organization) in theatin American Carbon Forum
partnership. The next LAC Carbon Forum walke place in Peru in September 2007.

e Critical support for networking & promotion at global level: An increased number of Latir
American CDM entitiesPNAs, CDM Promotion Offices, IPQdave benefited from CF-Assis
support for project portfolio/host country pronwtiand marketing activities. In particular, CF
Assist enabled participatias exhibitors of 15 countries from L& region during Carbon Expc
2006. Assistance has been also provided forrothgks such as technical consolidation |of
PIN/PDD portfolios and productioof promotion materials for orgach in other carbon forums.

—

3.2 Market Development Facilitation

321 Global Carbon Expo 2006

The Carbon Expo — third in the annual series -- a unigisiness platform for bringing together buyers
and sellers, and other stakeholders in the emerging carbon market, was held in Cologne, Germany, from
May 11-13, 2006, in cooperation with IETA and Koelnmesse. Building on the previous year’'s success,
and dramatically growing scale and experience énrtiarketplace, the Expo attracted 2035 participants
(including over 150 journalists) from 92 countriesefdwere 185 exhibitors (a 168% increase from the
previous year) from 50 countries presenting rtheork modalities, methods and technologies for
reducing carbon emissions and promoting trading ilsgions rights and certificates, accompanied by 29
high level representatives from the countries tifedred these assets. Over 100 business deals for the
purchase of carbon emissions reductions from the dewg countries and economies in transition were
reached and/or advanced during the eventb@aExpo remains a key activity for CF Assist, and
provides a broad venue for developing country pagditts to market their projects to the maximum
number of buyers while learning more details aljmoject types and new information in the evolving
carbon market. CF-Assist has a legal commitment toe@edimnual Carbon Expos to be held in Cologne,
organized in partnership witkTA and Koelnmesse through 2008.

322 Regional Carbon Forums

(i) Carbon Finance Forum in the Middle East & North Africaregion, 4-5 April 2007

The First carbon forum for the Middle East Nortfriéa region took place in Rabat on April 4-5, 2007
and gathered 46 participants from Algeriagyft, Morocco, Tunisia and 40 carbon buyers and
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consultants, in addition to representatives from Development Organizations : UNDP, GTZ, UNEP
RISO, UNIDO. The Forum was hosted by the Moroccan Ministry for Territory, Water and
Environment.

The main objectives of this Forum were to: (ipate a knowledge platform to inform and update
project developers, sellers, and other stakeholdetfsisiregion of the latest status and trends of the
carbon market as well as to exchange lessons ledindwlp beneficiary countries in marketing their
carbon assets and to promote their CDM projectsfqdiay; (iii) create opportunities for buyers to
directly negotiate transactions with a range of project developers, and (iv) allow participants to
showcase GHG emissiongtigation solutions and specializedgees offered. The Forum offered an
exhibition space for 15 carbon buyers and sellersdplaly their products. Several project ideas were
presented the Forum, and barriers to promote cartaoket in the region were identified and possible
solutions discussed.

(if)Carbon Finance Forum in Africa, 13-14 November 2006

At the request of the African delegation of the Hostuntry Committee, CF-Assist, in collaboration with
IETA, organized a parallel event on carbon finance eQbnference of Parti¢g€OP/MOP2) in Nairobi

on 13-14 November. The objective of the event was to facilitate the showcasing of CDM potential in
Africa. The event included a two-day confereraxed exhibition. Over 440 registered participants
attended the event, including 30 exhibitors comprising African DNAs, private developers and European
carbon buyers. Several international experts partieipas resource persons in this successful event.

(iii)  Carbon Expo Asia, 26-27 October 2006

CF-Assist and World Bank collaborated with the IEBAd Koelnmesse to organize the first regional
Carbon Expo for Asia on 26-27 October in Beijing, China. The event was co-sponsored by the
Government of Italy, Asian Devgbment Bank (ADB), Japan Bank for International Cooperation (JBIC)
and the European Union (EU). The Government of &€hicted as the local host through the Ministry of
Finance, Ministry of Science and Technologgd National Development and Reform Commission
(NDRC). The event was an outstanding success 1062 registered participants from 44 countries and
107 exhibitors.

Nairobi Framework

CF-Assit, along with CDCF+ of the Carbon Finance Unit (CFU), represents the World
Bank in implementing the Nairobi Framework, announced at COP/MOP 2 in November
2006. Thisinitiative —with UNFCCC, UNDP, UNEP and AfDB as other partners— focuses
on capacity enhancement in Africa for CDM market development. As part of the initial
activities under the Framework, B is carrying out an Africa-wide assessment of CDM
potential in different sectors.

3.2.3 Sector Assessment Studies

In order to identify potential and promote CDM prdjactivities in specific sectors, CF-Assist has been
supporting sectoral assessment at global, regiorhinational level. Currently, a global assessment is
under way for transportation sector, and two rediasaessments are planned under Africa Assist.
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i) Transportation Sector

The objective of this study is to bring transport segrrojects to the carbon market. In addressing some

of the current bottle-necks and difficulties with CDM g in this sector, the study has the following

objectives:

. to enhance opportunities for transport sectorgutsj by developing a diversified portfolio of
applicable methodologies for transport projects so filnture projects may benefit by applying these
new methodologies;

. to document lessons learnt, including barriersoentered related to the baseline, additionality,
data collection, leakage, institutional capacity; and means by which barriers were overcome; and
. to disseminate the lessons learnt and faciliig@aéogue amongst experts to discuss opportunities

and constraints for the application of diffiet€€DM methodologies in the transport sector

Through a multi-step solicitation and evaluation pss¢ean international firre Grutter Consulting --
was selected, and started working on the assessmedndevelopment of CDM Methodologies for the
Transport Sector.

A call for PINs of transport projects which requihe development of a new methodology was launched
in early 2007. This is an 18-month study at the einthich at least 2-3 new project methodologies will
have been developed.

ii) Cement Sector in Africa

The main objective of this assessment is to identéybiwriers encountered by project developers in the
cement industry and develop recommendations for adihg them. The study will look at all existing
project proposals and identify new oppmities in four main areas for GQreduction: energy
substitution with renewable energy sources, fuel $mtith biomass, energy efficiency, and clinker
substitution. Consultation with cement industries and other stakeholders is currently under way, and the
study is planned to be launchim the second quarter of 2007.

iii) Bio-fuels Sector in Africa

Bio-fuels sector — ethandbjo-diesel, cogeneration — is an emergsegtor in Africa with vast potential.
This sectoral assessment will look at both eligibleMO@yojects in the production of bio-fuel from esters
and production of ethanol from sugar-based produgsrt from making an estimate of the overall
potential, the study will make recommendations teroeme the technical amdethodological barriers.
The study is expected to commence in the second quarter of 2007.

3.3 Knowledge Management and Outreach

331 State of the Carbon Market

CF-Assist has supported the preparation of an drmaeket report entitled “State and Trends of the

Carbon Market”. This report — compiled by an inwrexpert team of the World Bank -- outlines the

latest market information on pricing and volumes a a® market trends, and is integrated in training
modules regarding price determination. The 2006 maejeirt was released at Carbon Expo, Cologne in
May, and a six-month update of market infotima was disseminated at the Asian Carbon Expo in
Beijing in October 2006. The next report will be released at the Carbon Expo in May 2007.

332 Validation, Verification and Monitoring (VVM) Manual

CF-Assist supported a study, todredertaken by Det Norske Verit@grtification (DNV), a leading
DOE, to update the current VVM manual. This update will:
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(a) Solicit input from other DOES, coordinate infnaim this to the new VVM version, assess the
current validity of the present version of M&M and perform editorial work needed for the
consolidated and updated version

(b) Conduct and participate in awcapacity building courses aiming to promote and build capacity
among applicant entities and other DOEs when a new version of the manual is completed, by
qualified tutors from DNV, and

(c) Prepare and present presentations of agreades, with technical support from World Bank
Institute.

The contract for his study was issued in Naber 2006, and the work has commenced. The first
workshop to discuss the results is schedulethisecond quarter of 2007 in Malaysia, and another
workshop is planned in Europe for the second half of 2007.

333 Host Country Committee Meetings

CF-Assist sponsors an annual meeting of the Kmsintry Committee, comprising members of non-
Annex | countries, which provides advice to the Wdknk on its carbon finance program. This meeting
not only serves as a mechanism to receive feedback and advice on CF-Assist activities, but also as
knowledge-sharing event, where lessons leamtiescussed. The 2006 Annual HCC meeting was held at
Cologne, Germany on May 8-9, in conjunction witte Carbon Expo, with 45 participants, where a
progress report of CF-Assist was presented angdtk program discussed. Another HCC meeting was
held on 12 November, 2006 at Nairobi where 20 loosintries were represented. Among the topics
discussed at the meeting were some of the engeigsues such as post-2012 regime, carbon capture and
storage, and non-renewable biomass. The aarual HCC meeting is planned on 01 May, 2007 at
Carbon Expo Cologne and over 75 participants are expected to attend.

3.34 Donor Meeting

The donors to CF-Assist meet on a yearly basissoudis progress made and provide advice on the work
program. The donors meeting in FY06 was held on May 9 in Cologne, prior to the Carbon Expo.
Valuable suggestions were received at thistmggincluding the recommendation to increase the
frequency of interaction with donors. Accordingly,etings and discussions were held on a bilateral
basis with CF-Assist donors, and a mid-term progregsrt was submitted to act as the basis for these
discussions. CF-Assist continues to bérfedm focused advice from various donors.

3.35 Outreach

During 2006-07, CF-Assist launched its own websiteny.worldbank.org/wbi/cfassistwhich carries

all the relevant information (including upcoming etgncontacts, and important documents related to
the program (see the picture below). Journalist tngiprograms were held at Carbon Expo in Cologne
and Expo Asia in Beijing, where over 200 joursig got exposure to carbon market issues. Two
pamphlets — one of CF-Assist ambéher for Africa Assist — were pduced, and distributed at various
events.
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Data & Research

Learning Projects & Operations

Carbon Finance Assist —

English » Espanol

o

[3] People/Community
[l Resources/Links

» Contact Us fransition fo facilitate creation and management of carbon assets, reduce the costs of _
» FAQs participation, and help client countries achieve their sustainable development goals while Featured Publications
» Home contributing fo global environmental benefits. The objeciives of CF-Assist as such are

Publications

T —

Topics

Carbon Finance Assist

The primary developmental objective
of CF-Assist is o ensure that
developing countries and economies
in fransition are able to fully
participate in the flexible mechanisms
defined under the Kyoto Profocal,
and benefit from the sustainable
development gains associated with
such projects.

Through its multiple activities, CF-Assist helps developing countries and economies-in-
consistent with Bank pricrities and sectoral sirategies, and also with the Millennium
Development Goals (MDGs).

To address these challenges, the CF-Assist Program is organized according {o the topics
listed in the Shortcuts section at the right.

Capacity Building at Country & Regional Level: The CB work under CF-
Assist focuses mainly on three activities: portfolio development, training
programs and assistance with institutional governance More. .

Market Assessment and Outreach: CF-Assist brings out an annual
market assessment report (released at the Carbon Expo every year) that

provides latest information on status, outlook and trends in the carbon Bank Carbon
market lore Finance Unit Website
« World Bank

Market Development Facilitation: CF-Assist targets a number of
activities to facilitate development of the carbon market, such as regional
learning events, analytical work {o identify and remove barriers and the
increased participation of the financial sector in carbon finance More

Feature Activities

»_ Africa Assist
»_Transport Study

o Host Country Committee

HEC

Carbon Market State

Environment Website

+ United Nations
Framework

3.4 Impact Analysis
3.4.1 Stakeholder Participation

During 2005-06, CF-Assist conducted a number of eyestsescribed above, attended by different
categories of professionals (publ&ctor officials, project developerspnsultants, financial institutions,
etc.). Over 4100 people participated in the CF-Assist events including Carbon Expo, GHG Forums and
country/regional training prograni€hart 6). Further, more than 20pfbfessionals directly benefited

from various training programs conducted under CFg&¢€ihart 7 provides gional distribution of
trainees). Annex 3 provides a list of countrdsere the training programs took place.

Chart 6. Event Participation (5295 people)
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Training
33% Expo
37%

GHG Forum
30%

Chart 7. Regional Distribution of Training (1673 people)

Middle East

and North
Africa Africa
1% 17%

Europe/
Central Asia
South Asia 22%
50%

3.4.2 Institutional Support and Project Development

During 2006-07, CF-Assist supported/eml DNAs and dter institutions, and helped develop a number
of projects, which are now in variogtages of development (Chart 8).
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Chart 8. CF-Assist Achievements

Country | nstitutional Support Project Portfolio Development
Argentina Design of Carbon Facility assisted
including a marketing strategy
Bolivia Consultant support to DNA for
portfolio development
Botswana DNA established; assisting legal
and institutional framework
Brazil Developing auctioning platform
through PHRD grant
Cambodia Consultant provided to DNA to | Several concepts developed
help with project development
China Decentralization of CDM 2 project methodologies
institutions (provincial level)
India 10 projects under development
Kenya DNA procedures
Mali CDM Publicity materials for DNA | 10 PINs developed
Madagascar 6 projects under development
Mexico Carbon Facility partially launched
Mozambique DNA procedures
Senegal 17 PINs developed
Sri Lanka DNA approval procedures; 20 PINs and 5 PDDs developed
institutional structure; national
CDM strategy,
Tunisia 5 projects under development
Uganda DNA procedures Portfolio under development
Uruguay Consultant support to DNA for
portfolio development
Central Asia International best practice on DNA31 projects identified in Kyrgyzstan
shared and Uzbekistan
South East International best practice on DNA 10 projects identified in Albania an
Europe shared Macedonia
CF-SEA Program 45 PINgeveloped in Cameroon,
Ghana, Mali, Mozambique and
Zambia
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3.5 Lessonsfrom CF-Assist Experience

Based on the capacity building experience under CFshsshumber of key lessons can be drawn as the
program goes forward in the next few years:

Targeted capacity building

In spite of the fact that carbon market is over twarg old since the Kyoto Pomiol coming into force,
several non-Annex | countries are still in a preliminstage of development as far as CDM is concerned.
However, with less than one year to go forecbemmencement of the first commitment period in 2008, it
is imperative that countries look to develop projeartfolios as quickly as possible. Otherwise, the
projects, especially those with loggstation periods, will not be able to take adequate advantage of the
carbon revenues. Therefore, one key recommendatiohdkamerged is that the countries should focus
on ‘project development based capacity building’ eathan dealing with general aspects of CDM and
carbon market. Based on this feedback, CF-Assistddexiaa ‘project clinic’ component to its training
programs where project developers interact watthnical experts on actual project ideas, provide
specific information on various aspects (baselineitiadlity, project cycle, contracting, etc.) so that

the projects could be put in the pipeline quickly.

Need for fast project approvals

One of the barriers for accelerated developmentriocamarket in developing countries is the time

taken to receive approvals frddNA, a mandatoryequirement before submitting them to CDM Board.

In many countries, however, it takes consideréibie to accord these approvals, depending on the
regulatory framework. This has an obviously detrimental impact on project progress, and potentially
reduces the carbon revenue. Considering that the ag@ioould primarily consist of broad confirmation
of emission reduction potential andstinable development benefits, there is no case for taking several
months for approval. Thus, this is an issue CF-Aggsgrams have consistently addressed by attempting
to create awareness among the DNAs.

Access to investment finance

Many projects identified and eligible under CDM hav#ficlilty in making financial closure, a trend that
is particularly pronounced in the lesser developed cmatin most countries, financial institutions are
yet to recognize carbon finance as a valid sourcevehrge, perceive projects as risky and are therefore
apprehensive to lend to them. There is strong neamti with financial institutions to orient them and
provide information on how carbon finance can bignle¢ projects. CF-Assist would make special
efforts to reach this important stakeholder group, especially in Africa.

Knowledge Management

In developing and delivering capacity building anchtg@cal assistance, there is a need to adapt the
modules to the changing landscape of the market in terms of volatile carbon prices, varying quality of
different carbon assets, factors influencing the long ®istainability of the market (e.g. contours of a
post-2012 regime), etc. so as to ensure relevaniteesé programs to the developing countries and
economies-in-transition. As some of the key issaresemerging for a post-2012 market (e.g. carbon
capture and storage, etc.) CF-Assist is gewredidressing them in the training programs.
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4.0 Work Program 2007-09

4.1 Proposed Work Plan

CF-Assist will continue to play a major role irrtluer developing the carbon market, using the Bank’s
comparative advantage to develop and design ssftdecarbon finance transactions as a means to
develop capacity in a learning-by-doing approddte summary of existing commitments and proposed
new activities are described in Chart 9. A matrix cfres planned and scheduled so far is provided in
Annex 4.

Chart 9. Work Program Matrix for 2007-09

Program

Ongoing

New I mplementation

Proposals

Sub-Saharan
Africa

Botswana, Madagascar,
Mali, Mozambique,
Senegal, Uganda

Burkina Faso, Kenya,
Nigeria, Rwanda,
Southern Africa,
Western Africa.

Benin, The Gambia,
Niger

Middle East Egypt, Morocco, Tunisia| Lebanon Algeria, Jordan,
and North Yemen

Africa

South Asia India, Pakistan, Sri Lanka Nepal

East Asia and
Pacific

Cambodia, China,
Indonesia, Papua New
Guinea, Philippines

Mongolia, Vietnam,
Pacific Islands

Latin America
and Caribbean

Argentina, Bolivia,
Brazil, Mexico, Peru,
Uruguay

Central America,
Ecuador, Paraguay

Columbia, Central
America ll

and Outreach

Europe and Azerbaijan, Georgia, Croatia, Kazakhstan,
Central Asia Russian Federation, Moldova
Uzbekistan
Global Transportation Study
Program
Market Carbon Expo 2008; Latin America Carbon | North America Carborj
Facilitation Nairobi Framework Forum Forum; Asia Carbon
Expo
Knowledge State of Carbon Report | E-Training Tools and
Management Modules
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In order to achieve its overall goals, CF-Assigt fwcus on the following themes during the next two
years:

(i) Equitable Geographical Distribution

All market studies conducted so far indicate BBIM projects are not distriited evenly across all
geographic regions. CF-Assist will continue to stfimea more even distribution of CDM activities in a
competitive market environment by focusingwrderdeveloped regions. Hence, national CF-Assist
programs will be developed in countries that hgsfeto significantly benefit from carbon finance (e.g.
Middle East and Sub-Saharan Africt,address emerging issues in more mature carbon markets, such
as the delivery of a new asset class in economiasuisition through GIS, or to open up new sectors to
carbon finance, such as the energy sector iriddeor infrastructurasectors in India.

(i) Participation of Sub-Saharan and Northern Africa

Most sub-Saharan African countries (except South Africa) have limited fossil fuel-related GHG
emissions, while their traditional (rural) economieslargely based on biomass. This translates into a
disadvantage in terms of access to a significantipgef CDM projects that mitigate fossil fuel related
emissions. With some exception, such as oil produatidtigeria, in many African countries, viable
CDM projects are premised on GHG reductions from biomass usage, including waste management,
energy efficiency measures at the level of hdwdds or small production facilities, and land use and
forestry projects.

Carbon finance transactions in North Africa and coestim the Middle East have proved to be sensitive
to the recently rapid upward trend in carbon pricesthe non-availability of transparent market data,
including data on prices, risks, pect types, volumes and so forth.

In this background, CF-Assist will implement a taggkéeffort to enable Sub-Saharan and Northern
Africa to fully participate in the carbon market. Thigort will include exploring synergies between the
lending portfolios of multilateral and bilaterakiitutions, and other operational activities and carbon
finance operations. Further, CF-Astsivould try to promote moreedn energy choices, including the
ability and the ease of use of the CDM as a tool to:

— bring more clean generation to the grid, eegional hydroelectriand/or gas projects;

— encourage distributed and off-grid energy access; and

— promote cleaner and madebiomass resources.

(iii) Innovative Toolsto Bring CF Transactions to Market

It takes considerable time and effort to bring Idaencial intermediaries into the carbon business
because of the lack of knowledge of the underlyingricial mechanisms that could be developed to take
full advantage of the carbon market, particularlynigdle-income countries. The CF-Assist program

will work in such countries touild the institutional capacity to identify and develop carbon finance
transactions, implement instruments that will enabdentinuous deal flow, and help create a “critical
mass” of people and CDM expertise in host countries.

(iv) Looking Beyond 2012

In addition to pushing opportunities to develop @Bjects in the short timeframe of the first
commitment period, CF-Assist will actively engage ineeging issues that are relevant to medium and
long term scenarios to maintain and expand tiigation regime. Thus, CF-Assist will promote capacity
building activities in areas such as biofuelshboa capture and storage, and programmatic CDM
activities including energy efficiency.

Expected deliverables for the next two years, agatifled in Chart 10 below. These deliverables will be
monitored to serve as indicators for the bi-ahipuagress reports. The financial commitments for
various programs and activities are provided in Annex 5.
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Chart 10. Expected Deliverablesfor CF-Assist (2007-09)

Outcomes of the CF-Assist
Program

Expected Deliverables by June
2008

Expected Deliverables by
June 2009

1.

Funding is secured to ensu
all expected outcomes of
CF-Assist program are met

ré&-unding is secured for all the
priorities identified in section 4.1

2. Extending coverage of CF-| 10-15 countries will have fully 30 countries will have
Assist programs within all | completed Phase Il of CF-Assist | completed Phase 1l of CF-
regions including ECA, program; CF-Assist programs Assist; Phasédl initiated in
LAC, Asia and MENA initiated in additional 5-10 a majority of them

countries

3. Enabling Africa to fully Regional/ sectoral assessment of| 10 countries in Africa will
participate in the carbon CF opportunities completed for | have completed phase Il of
market African continent; 5 African CF-Assist; at least three

countries have completed Phase |Ifinancial intermediaries are
of CF-Assist; carbon buyers foundfully involved in carbon
for projects in these countries finance

4. Pioneering tools to enable | Country Funds launched in two | Experts from developing
developing countries and | countries (Argentina and Mexico)] countries and economies ir]
economies-in-transition to | Green Investment Scheme transition have tools in hand
bring a portfolio of projects| launched in two economies-in- to deliver a portfolio of
to market transition (Bulgaria and Ukraine);| projects, including Country

portfolio of projects resulting from| Funds, auctioning, and other
CF-Assist capacity building instruments that monetize
activities are offered to the market and secure ERPAs

5. Expanding CF to sectors thaBackground study on Implementation of action
have yet to contribute a methodological issues in the plan to remove barriers for ja
significant quantity of transportation sector completed; atsignificant contribution by
emission reductions, but | least three Project Design the various potential sectors
have a high potential (e.g..| Documents completed in the to the carbon market in
Transportation sector, EE attransportation sector and offered {occonsultation with key
household level, measures| the market stakeholders.
to replace biomass from
non-sustainable resources,

LULUCF.

6. CF-Assist contributes to the CF-Assist works with institutions | Increasingly, national
development of capacity at| and national experts to deliver on| programs are recipient-
the national level to engage all activities; CF-Assist also executed, thus indicating
in the carbon market partners with key market players aﬂothat host countries have

coordinate efforts; partnerships areleveloped capacity to
initiated and maintained with at | manage their own programs
least 3 financial intermediaries

7. CF-Assist disseminates Two Carbon Expos are organized CF-Assist reduces its role in
lessons learned on the and delivered; at least two GHG | Carbon Expo after 2008
carbon market through Forums are held in mature carbon (expected to be a fully
regional and national markets to disseminate lessons | commercial event by then)
training events learned; training modules are

developed and maintained to
capture lessons learned from the
Bank CF experience
8. HCC advises the Bank on its One full meeting of the Host Country Committee will be held
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capacity building programs
concerning carbon finance
and its role in the market,
including any role
concerning market
continuity beyond 2012

CF-Assist donor committeel One annual meeting for donors to review progress and work
fully engaged in providing | program, close cooperation with donor offices regarding status,
guidance for an effective | guidance and donor feedback; pregg reports submitted twice &
CF-Assist program year
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Annex 1. Carbon Funds at the World Bank

Total funds pledged = US$ 2.02 billion (16 governments, 64 firms)

Carbon

el G Fund for
Europe

LT —————

Prototype Carbon Fund. $180 million (closed). Multi-shareholder. Multi-
purpose.

Netherlands Clean Development Mechanism Facility. $268.3 million
(closed). Netherlands Ministry of Environment. CDM energy, infrastructure
and industry projects.

Community Development Carbon Fund. $128.6 million (closed). Multi-
shareholder. Small-scale CDM energy projects.

BioCarbon Fund. $77.4 million (Tranche One closed totaling $53.8 million).
Multi-shareholder. CDM and JI LULUCF projects.

Italian Carbon Fund. $155.6 million (closed). Multi-shareholder (from Italy
only). Multipurpose.

Netherlands European Carbon Facility. $56.6 million (closed).
Netherlands Ministry of Economic affairs. JI projects.

Spanish Carbon Fund. $282.4 million (closed). Multi-shareholder (from
Spain only). Multipurpose.

Danish Carbon Fund. $69.4 million (closed). Multi-shareholder (from
Denmark only). Multipurpose.

Umbrella Carbon Facility. $737.6 million (Tranche One closed). 2 HFC-23
projects in China.
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Annex 2. CF-Assistance Partners

Partner Country/ Program/Event Comments
Region

Center Mario | Mexico Executing Agency for| Fully operational

Molina Mexican CF-Assist

IETA Worldwide Carbon Expo Yearly event until 2008

Koelnmesse Worldwide Carbon Expo Yearly event until 2008

CEFEB AFR CF Training Programs MOU to be signed in May 200
in Africa

AFD AFR / MNA Africa Assist Provided a Secondee for CF-

Assist

UNDP Worldwide UNDP Project CF-A trains UNDP staff
Development Facility

UNEP-Risoe | Africa CF-SEA and CD4CDM Joint activities in Mali and

Center Southern Africa

Argentine Argentina Argentine Carbon CF-Assist support in designing

Secretary of Facility the Fund

Environment

METAP MNA METAP Carbon Capacity building in North
Finance Initiative Africa

Regional El Salvador, Central America CF- | Recipient-executed grant

Energy Guatemala and | Assist program

Association Nicaragua

OLADE LAC LA Carbon Forum Scheduled for September 200

BN
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Annex 3. Calendar of CF-Assist Events 2006-07

M\?QQP / Event City, Country Participants ngiar;isl’lg Paréi;:;p;ant
May 06 | Global Carbon Expo 2006 Cologne, Germany 1969 25 492
May 06 f/lr:;:iilgHCC LS 1gp ¢ Cologne, Germany 45 1.5 68
July 06 'llz'irg;nniggzvglgalzsgh;p on Carbon Dakar, Senegal 71 2 142
pigs | TamngPoganir o | amasuteps | io4 | 1| o
pigs | Caton Frace ran0e | coomosiime | @ | 2 | w
AUOQGUSt f(é)z;\rgﬁcaliei}ngggfo;rraining e Dhaka, Bangladesh 37 1 37
AuOgGusx g:\r/be(l)gpﬁigi?ce Market Dhaka, Bangladesh 51 1 51
Sept. 06 mﬂgg"f"sgfigg‘r?n\g’&"i;h"p i Bamako, Mali 29 2 58
Sept. 06 g([a)cl\tllorPg)fjftieé:i;Eaining for Public Colombo, Sri Lanka 51 1 51
Sept. 06 sfﬁgﬁevxi)?'znznggﬁe”ergy Indonesia 354 2 708
Oct. 06 ErRe;Aegotiation workshop on Tananarive, Madagascar 44 2 88
Oct. 06 | Carbon Expo Asia Beijing, China 1062 2 2124
Nov 06 | HCC Workshop CoP/MoP-2 Nairobi, Kenya 22 0.5 11
Nov 06 | Carbon Finance Day Nairobi, Kenya 440 2 880
Nov 06 \?viIchMMV\llzo'lt,lz\sFPop in collaboration Rabat, Morocco 0 5 80
Nov 06 v(\:/iE:)hMMV\IIEO'I[iSFt]op in collaboration it Tt 55 5 110
Nov 06 \?viIchMMV\llzo'lt,lz\sFPop in collaboration Cairo, Egypt 50 5 100
Dec 06 | DNA Workshops (2): Georgia Thilisi, Georgia 18 2 36
Dec 06 | DNA Workshop: Azerbaijan Baku, Azerbaijan 15 1 15
Dec 06 | DNA Training: Armenia Yerevan, Armenia 21 1 21
Jan.07 Accessing carbon finance and Uzbekistan 115 > 230

responsibilities of DNA
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Jan.07 | Accessing carbon finance Kyrgyz Republic 59 3 177
CDM technical issues: Forestry

Feb. 07 and Energy projects Sally Portudal, Senegal 53 106
Feb. 07 | Preparatory workshop Gaborone, Botswana 28 2 56
Feb. 07 | Forestry sector and CDM Tunis, Tunisia 16 16
Feb.07 | Workshop on PIN development Sri Lanka 54 1 54
Feb.07 | Accessing carbon finance Albania 64 128
March | Public Forum on climate chang .

o7 and Indonesia Indonesia 143 1 143
MgerCh Accessing carbon finance ddedonia 69 3 207
Mgr;h Forestry sector and CDM Rabat, Morocco 17 1 17
March - .

07 Training workshop on CDM Antisarbe, Madagascar 54 162
Apr. 07 Middle East North Africa Carbo Rabat, Morocco 84 2 168

Forum
Period May 06 — Apr. 07 Total 5295 55.5 11193
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Annex 4. Matrix of Events 2007-08

(Proposed so far)

Event Country/Region Timing Partner

Southern Africa Carbon Johannesburg, South May 2007 UNEP-RISO

Investment Forum Africa

VVM Workshop Europe June 2007 DNV

Latin America Carbon Forumm Lim&eru September 2007 OLADE, IETA,
UNEP-RISO

JI Forum Moscow, Russia September 2007

Carbon Investment Forum New B India November 2007 IDBI

Global Carbon Expo Cologne, Germany October 2008 IETA, KM

In addition, a number of national level training wahikps are planned in the following countries, the
schedules of which will be worked out with the respective focal points:

Kenya

Burkina Faso
Madagascar
Rwanda

Lebanon

Yemen

Honduras
Paraguay
Botswana

Papua New Guinea



