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Carbon Market Assessment
Durban Industry Climate Change Partnership Project
Derek Morgan
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A An Introduction to the Carbon Market and
Carbon Credits

A Exampleof Carbon Credit Calculation

A OtherFinancial Climate Change Related
Mechanisms



Introductlon to the Carbon I\/Iarket

Do | have a viable Carbon Credit Project?



Is there a project?

(1) Are there fjadditional o
emissions reductions?

s
(2) Is there a methodology?

Reqgister a new
Yes - No  pmg J

1 methodology

(3) What is the scaletCO2/yr)?
<5000 5000-15000 | >15000

v
(4) Voluntary or CDM?

Select VER
 VER g
CER standard
(5) Financially viable?

Yes -IP
P

Project Developer Donor funding or
equity or bank government
finance funding/equity

————

Project Development
and Trading




The Jargon of Carbo@redlts

CERsgenerated through tHteDM, by
drafting aPIN and aPDD, which is approved
by theDNA (DoE), submitted to the
UNFCCC - EB and then verified by BOE.



Kyoto Protocol

A International agreement that commits specific
iIndustrialisedcountries to reduce emissions of
greenhouse gases.

A UN Framework Convention on Climate
Change (UNFCCQC) adopted at the Rio Earth
Summit in 1992.

A Parties met annually until 1997, when the
Kyoto Protocol was signed.




Kyoto Protocol

A Marrakesh AccordsKky ot o Pr ot oc
rulebook

A 187 Parties have ratified the Protocol to date

A Kyoto Protocol entered into force on 16
February 2005 Russia

A Total cut in greenhousgas emissions of at
least 5% from 1990 levels in the commitment
period 20082012
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Kyoto Anhex 1 Countries

Target (1990-

EU-15, Bulgaria, Czech Republic, Estonia,

Latvia, LiechtensteinLithuania, Monaco, -8%
Romania Slovakia, SloveniegSwitzerland, UK

US -71%
Canada, Hungary, Japan, Poland -6%
Croatia -5%
New Zealand, Russian Federation, Ukraine 0
Norway +1%
Australia +8%

Iceland +10%
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Kyoto I\/Iechanlsms

A Joint Implementation (JI); Annex | Party implement
project in another Annex | Party emission reduction
units (ERUs) count towards meeting its own target.

A Emissions trading: Annex | Parties to acquire units
from other Annex | Parties.

A The clean development mechanism (CDMAnnex |
Parties implement projects in ndmnex | Parties, In
return for certified emission reductions (CERS)
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Clean Development I\/Iechanlsm

A Generate investment in developing countries,
A Promote technology transfer,

A Focus on activities that reduce emissions,

A Limited methodologies for sinks,

A No CERs generated through nuclear facilities.
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CDM Examples

A Enduse energy efficiency improvement

A Supplyside energy efficiency improvement
A Renewable energy

A Fuel switching

A Agriculture

A Industrial processes

A Solvent and other product use

A Waste management

A Sinks (only afforestation and reforestation)
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CDI\/I Ellglblllty

A Ratification (both parties)

A Additionality

Nreducti ons I n emission
that would occur in the absence of the project
activityo

A Sustainable Development

Npur pose of t he-A&M 1| s
Parties i n achieving s



Is there a project?

(1) Are there
emissions reductions?

ves
2 h hodology?
( )\I(Z; €re ametnocoogy. Register a new

1 methodology

(3) What is the scaletCO2/yr)?
<5000 500015000 | >15000

v
(4) Voluntary or CDM?

Select VER
 VER g
CER standard
(5) Financially viable?

Yes -IP
P

Project Developer Donor funding or
equity or bank government
finance funding/equity

————

Project Development
and Trading
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Addltlonallty

A Baseling emission that
would have taken place if
nothing changed

Volume of emission
reduction

COZ2e

Reduced emission rate as

emission a result of intervention

Intervention

Time
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Addltlonallty

A Laws and regulations
A Investment analysis
A Barrier analysis

A Common practice



Is there a project?

(1) Are there fjadditional o
emissions reductions?

YES

A

(2) Is there a methodology?
O No

‘b )/

(3) What Is the scaletCO2/yr)?

Register a new
methodology

<5000 500030 000 | >30 000
y
(4) Voluntary or CDM?

Select VER
 VER g
CER standard
(5) Financially viable?

Yes -IP
P

Project Developer Donor funding or
equity or bank government
finance funding/equity

————

Project Development
and Trading




CDM Admlnlstratlon

A UNFCCC (Rio Conference)
A CDM Executive Board
A Conference of the Parties (COP 15)

A DNA - Designated National Authorities
(DME)

A DOET Designated Operational Entities (PwC)
A CDM Project Managers and Stakeholders
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CDI\/I PrOJect Cycle

Submit a PIN (to DNA)
Submit a PDD (to DNA)
Establish emissions baseline

Environmental Impact Assessment (not for small
scale CDM)

Plan and review
Project Authorisation (by DNA)

Project Validation (independent evaluation by
DOE)
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CDI\/I PrOJect Cycle

A Project Registration Formal acceptance by
CDM EB (Executive Board)

A Emissions monitoring

A Emissions Verification (independent evaluation o
emissions by DOE)

A Emissions certification (written assurance by
DOE)

A CER issuance (by CDM executive board)
A CER trading




PROJECT DEVELOPMENT
PHASE

Preparation of the Project
Design Document (PDD)

Obtaining the Letter of
Approval

1
l
s

Source: http://cdmrulebook.org/

PROJECT IMPLEMENTATION
PHASE

Verification

Issuance of CERs



I\/Iethodologles

A http://cdm.unfccc.int/

A Large Scale
A Small Scale

A Consolidated Methodologies



Home CDM JI CC:iNet TT:Clear

Ny UNFC
(8) oo

CDM Home
About CDM
Executive Board (EB)

Panels / Working Groups /
Teams

Programme of Activities
Project Activities
Issuance of CERs
CDM Registry
Methodologies
Methodologies for CDM project
activities
Approved Baseline and
Monitoring Methodologies
Methodology Progress Table

Requests for revision of
approved methodologies

Requests for clarifications of
approved methodologies

Requests for revision of
approved methodological tools

Requests for clarification on
application of approved
methodological tools by DOEs

Afforestation / Reforestation
Methodologies

e @ Energy Funds [l UNIDO [ Timesheet @M Forms @ Tenders @l News [ isiZulu [ PACE Wi Environdev g Dumelamathuba

CDM GLOSSARY | FAQ | CON e e e e e e e

Your location: COM-Home > Methodologies > Methodologies for COM project activities 09:34 26 Jan 10
Approved Baseline and Monitoring Methodologies
Search Criteria [Help]
Show: ¥ Large Scale ¥ Small Scale ¥ Consolidated Methodologies
Number: (e.g. AM0013)
Title:
Find results that are in any of the selected:
Sectoral Energy industries (renewable - / non-renewable sources) (1) &
Scopes: Energy distribution (2) Tl
Energy demand (3)
Manufacturing industries (4) -
| Search | | Clear |
Methodological Tools
. Tool for the demonstration and assessment of additionality (318 KB) view history
“ Combined tool to identify the baseline scenario and demonstrate additionality (341 KB) view history
= Tool o calculate project or leakage CO2 emissions from fossil fuel combustion (260 KB) view history
=\ Tool fo determine methane emissions avoided from disposal of waste at a solid waste disposal site (370 KB) view history
= Tool fo calculate baseline, project and/or leakage emissions from electricity consumption (537 KB) view history
= Tool to determine project emissions from flaring gases containing methane (499 KB) view history

o [E BAE o | B3 @ Unread Ml - Mhcron | © CDM: Methodologi.. | ICLE Tool 62 Tunes & DICCPP DCC znd D..
£

>
-

BEbOOM

T COM toolkit 20-01-2.. @® 5 L41AM
B () Tuesday
2010/01/26
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I\/Iethodologles

A Electricity generation by the user

A Energy efficiency and fuel switching measures for
iIndustrial facilities

A Efficient utilization of waste energy in industrial
facilities
A Demandside activities for efficient lighting

A Transportation Energy Efficiency Activities using
Retrofit Technologies

A Avoidance of HFC emissions in Standalone
Commercial Refrigeration Cabinets



Is there a project?

(1) Are there fjadditional o
emissions reductions?

s
(2) Is there a methodology?

v
(3) What is the scaletCO2/yr)?

<5000 500015000 | >15000

”
(él)E\F/zquntary or CDM* Select VER
¥ e VER standard
(5) Financially viable?

Yes -IP
P

Register a new
methodology

Project Developer Donor funding or
equity or bank government
finance funding/equity

————

Project Development
and Trading
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Size
A1KWh = 0.868 kgCGe

Al MWh & .elt CO
ASmall Scale CDM

A<15 MW (renewable energy)
A<15 GWhlyear (energy efficiency)
A<15 000t CO2/year (other)
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Size

Micro VER <5,000 tCQ

Small VER or Small Scale CDN 5,000 to 15,000 tCO

Medium  VER or CDM 15,000 to 100,000 tCO

Large CDM 100,000 to 500,000 tCO

Very Large CDM >500,000 tCQ



Is there a project?

(1) Are there fjadditional o
emissions reductions?

Yes

A
”?
(2)\I(Z;here a methodology* Register a new
1 methodology

(3) What is the scaletCO2/yr)?
500015000 >15000

¥
”
(él)E\F/zquntary or CDM* ) Select VER
— ”3_’/ standard

(5) Financially viable?

Yes -IP
P

Project Developer Donor funding or
equity or bank government
finance funding/equity

————

Project Development
and Trading
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Voluntary or CDM

A For CDM:

I bothPartieso the Kyoto Protocol

I beinvolvedvoluntarily,

I haveestablishecdi DNA

I Proveadditionality

I Contributegowardssustainablelevelopment

I Resultan Certified EmissionReduction(CERS)
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Voluntary I\/Iarket

AVERs = Voluntary or Verified Emissions
Reductions

A ForVERSs

I Itisnot EU ETS,JI,CDM or NSW GGAS

I N Al darbon offset trades not required by
regul ati ono

I CCXandOTC
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Voluntary I\/Iarket

A Driven by:

I PR, Philanthropy, Carbon Footprints, preparation
for regulation and profit

A Players:

I Wholesalers, retailers, project developers, brokers
and insurers
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VER Buyers

NGOs Other
2% %

Government
12%

Individual
5%

Business
80%

Source: Ecosystem Market Place 2007
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CCX Chlcago Cllmate Exchange

AN America voluntary members (>350 in 2009)
A Cap and Trade

A 1CFIl = 100 tCO2

A EUA into CCX

A http://lwww.chicagoclimateexchange.com/




VBRI e n
Over the Counter (OTC)

A No Caps

A Directly between two parties

A Companies and individuals

A Flights and offsetting
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CDI\/I by PrOJect Type

Source: World Bank 2009



