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Structure
ÅAn Introduction to the Carbon Market and 

Carbon Credits

ÅExample of Carbon Credit Calculation

ÅOther Financial Climate Change Related 

Mechanisms



Introduction to the Carbon Market

Do I have a viable Carbon Credit Project?



Is there a project?

(1) Are there ñadditionalò GHG 

emissions reductions?

Register a new 

methodology

(2) Is there a methodology?

Yes No

(3) What is the scale (tCO2/yr)?

<5000

(4) Voluntary or CDM?

5000-15 000 >15 000

Select VER 

standard

(5) Financially viable?

Project Developer 

equity or bank 

finance

Donor funding or 

government 

funding/equity

Project Development 

and Trading

Yes No

CER VER

Yes No



The Jargon of Carbon Credits

CERsgenerated through the CDM , by 

drafting a PIN and a PDD, which is approved 

by the DNA (DoE), submitted to the 

UNFCCC - EB and then verified by a DOE.



Kyoto Protocol

ÅInternational agreement that commits specific 

industrialised countries to reduce emissions of 

greenhouse gases. 

ÅUN Framework Convention on Climate 

Change (UNFCCC) - adopted at the Rio Earth 

Summit in 1992. 

ÅParties met annually until 1997, when the 

Kyoto Protocol was signed. 



Kyoto Protocol

ÅMarrakesh Accords - Kyoto Protocolôs 

rulebook

Å187 Parties have ratified the Protocol to date

ÅKyoto Protocol entered into force on 16 

February 2005 - Russia

ÅTotal cut in greenhouse-gas emissions of at 

least 5% from 1990 levels in the commitment 

period 2008-2012 



Kyoto Annex 1 Countries

Country
Target (1990 -

2008/2012)

EU-15, Bulgaria, Czech Republic, Estonia, 

Latvia, Liechtenstein, Lithuania, Monaco, 

Romania, Slovakia, Slovenia, Switzerland, UK

-8%

US -7%

Canada, Hungary, Japan, Poland -6%

Croatia -5%

New Zealand, Russian Federation, Ukraine 0

Norway +1%

Australia +8%

Iceland +10%



Kyoto Mechanisms

ÅJoint Implementation (JI): Annex I Party implement 
project in another Annex I Party emission reduction 
units (ERUs) count towards meeting its own target.

ÅEmissions trading: Annex I Parties to acquire units 
from other Annex I Parties. 

ÅThe clean development mechanism (CDM):Annex I 
Parties implement projects in non-Annex I Parties, in 
return for certified emission reductions (CERs)



Clean Development Mechanism

ÅGenerate investment in developing countries, 

ÅPromote technology transfer,

ÅFocus on activities that reduce emissions, 

ÅLimited methodologies for sinks,

ÅNo CERs generated through nuclear facilities.



CDM Examples

ÅEnd-use energy efficiency improvement

ÅSupply-side energy efficiency improvement

ÅRenewable energy

ÅFuel switching

ÅAgriculture

ÅIndustrial processes

ÅSolvent and other product use

ÅWaste management

ÅSinks (only afforestation and reforestation)



CDM Eligibility

ÅRatification (both parties)

ÅAdditionality 

ñreductions in emissions that are additional to any 

that would occur in the absence of the project 

activityò

ÅSustainable Development 

ñpurpose of the CDM is to assist non-Annex I 

Parties in achieving sustainable developmentò



Is there a project?

(1) Are there ñadditionalò GHG 

emissions reductions?

Register a new 

methodology

(2) Is there a methodology?

Yes No

(3) What is the scale (tCO2/yr)?

<5000

(4) Voluntary or CDM?

5000-15 000 >15000

Select VER 

standard

(5) Financially viable?

Project Developer 

equity or bank 

finance

Donor funding or 

government 

funding/equity

Project Development 

and Trading

Yes No

CER VER

Yes No



Additionality

CO2e 

emission

Time

Baseline ïemission that 

would have taken place if 

nothing changed

Intervention

Reduced emission rate as 

a result of intervention

Volume of emission 

reduction



Additionality

ÅLaws and regulations

ÅInvestment analysis

ÅBarrier analysis

ÅCommon practice



Is there a project?

(1) Are there ñadditionalò GHG 

emissions reductions?

Register a new 

methodology

(2) Is there a methodology?

Yes No

(3) What is the scale (tCO2/yr)?

<5000

(4) Voluntary or CDM?

5000-30 000 >30 000

Select VER 

standard

(5) Financially viable?

Project Developer 

equity or bank 

finance

Donor funding or 

government 

funding/equity

Project Development 

and Trading

Yes No

CER VER

Yes No



CDM Administration

ÅUNFCCC (Rio Conference)

ÅCDM Executive Board 

ÅConference of the Parties (COP 15)

ÅDNA - Designated National Authorities 

(DME)

ÅDOE ïDesignated Operational Entities (PwC)

ÅCDM Project Managers and Stakeholders



CDM Project Cycle

ÅSubmit a PIN (to DNA)

ÅSubmit a PDD (to DNA)

ÅEstablish emissions baseline

ÅEnvironmental Impact Assessment (not for small 
scale CDM)

ÅPlan and review

ÅProject Authorisation (by DNA)

ÅProject Validation (independent evaluation by 
DOE)



CDM Project Cycle

ÅProject Registration  - Formal acceptance by 
CDM EB (Executive Board)

ÅEmissions monitoring

ÅEmissions Verification (independent evaluation of 
emissions by DOE)

ÅEmissions certification (written assurance by 
DOE)

ÅCER issuance (by CDM executive board)

ÅCER trading



Source: http://cdmrulebook.org/ 



Methodologies

Åhttp://cdm.unfccc.int/

ÅLarge Scale

ÅSmall Scale

ÅConsolidated Methodologies





Methodologies

ÅElectricity generation by the user 

ÅEnergy efficiency and fuel switching measures for 

industrial facilities 

ÅEfficient utilization of waste energy in industrial 

facilities 

ÅDemand-side activities for efficient lighting

ÅTransportation Energy Efficiency Activities using 

Retrofit Technologies 

ÅAvoidance of HFC emissions in Standalone 

Commercial Refrigeration Cabinets 



Is there a project?

(1) Are there ñadditionalò GHG 

emissions reductions?

Register a new 

methodology

(2) Is there a methodology?

Yes No

(3) What is the scale (tCO2/yr)?

<5000

(4) Voluntary or CDM?

5000-15 000 >15 000

Select VER 

standard

(5) Financially viable?

Project Developer 

equity or bank 

finance

Donor funding or 

government 

funding/equity

Project Development 

and Trading

Yes No

CER VER

Yes No



Size

Å1KWh = 0.868 kgCO2e

Å1MWh å 1tCO2e

ÅSmall Scale CDM

Å<15 MW (renewable energy)

Å<15 GWh/year (energy efficiency)

Å<15 000t CO2/year (other)



Size

Size Type Volume

Micro VER <5,000 tCO2

Small VER or Small Scale CDM5,000 to 15,000 tCO2

Medium VER or CDM 15,000 to 100,000 tCO2

Large CDM 100,000  to 500,000 tCO2

Very Large CDM >500,000 tCO2



Is there a project?

(1) Are there ñadditionalò GHG 

emissions reductions?

Register a new 

methodology

(2) Is there a methodology?

Yes No

(3) What is the scale (tCO2/yr)?

<5000

(4) Voluntary or CDM?

5000-15 000 >15 000

Select VER 

standard

(5) Financially viable?

Project Developer 

equity or bank 

finance

Donor funding or 

government 

funding/equity

Project Development 

and Trading

Yes No

CER VER

Yes No



Voluntary or CDM

ÅForCDM:

ïbothPartiesto theKyoto Protocol

ïbeinvolvedvoluntarily,

ïhaveestablishedaDNA

ïProveadditionality

ïContributestowardssustainabledevelopment.

ïResultsin CertifiedEmissionsReduction(CERs)



Voluntary Market

ÅVERs = Voluntary or Verified Emissions

Reductions

ÅForVERs:

ïIt is not: EU ETS,JI, CDM or NSW GGAS

ïñAllcarbon offset trades not required by

regulationò

ïCCX andOTC



Voluntary Market

ÅDriven by:

ïPR, Philanthropy, Carbon Footprints, preparation 

for regulation and profit

ÅPlayers:

ïWholesalers, retailers, project developers, brokers 

and insurers 



VER Buyers

NGOs

2%

Other

1% Government

12%

Individual

5%

Business

80%

Source: Ecosystem Market Place 2007



Source: World Bank 2009



VER Market Volumes

Source: Ecosystem Market Place 2007



CCX Chicago Climate Exchange

ÅN America voluntary members (>350 in 2009)

ÅCap and Trade

Å1CFI = 100 tCO2

ÅEUA into CCX

Åhttp://www.chicagoclimateexchange.com/ 



Over the Counter (OTC)

ÅNo Caps

ÅDirectly between two parties

ÅCompanies and individuals

ÅFlights and offsetting 



VER OTC by Location

Source: Ecosystem Market Place 2007



CDM by Location

Source: World Bank 2009



CDM by Project Type

Source: World Bank 2009


