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�� Brief recap of the International Treaty Brief recap of the International Treaty 

Framework Framework 

�� International carbon trading International carbon trading –– why this why this 

matters for energy marketsmatters for energy markets

�� The objectives of the Copenhagen The objectives of the Copenhagen 

meeting ?meeting ?

�� The Copenhagen AccordThe Copenhagen Accord

�� The Road from Copenhagen The Road from Copenhagen 

�� Prospects for a new post 2012 regime ?Prospects for a new post 2012 regime ?



International Legal FrameworkInternational Legal Framework

�� 1992 UN Framework Convention1992 UN Framework Convention

�� 1997 Kyoto Protocol 1997 Kyoto Protocol 

�� Kyoto Flexibility Mechanisms and Carbon Kyoto Flexibility Mechanisms and Carbon 

TradingTrading

�� Existing Financial MechanismsExisting Financial Mechanisms



Science Science 

IPCC 4th Assessment, 2007IPCC 4th Assessment, 2007

To avoid To avoid ‘‘Dangerous Climate ChangeDangerous Climate Change’’

�� Carbon Concentrations in Atmosphere Carbon Concentrations in Atmosphere 

must not exceed 450 parts per million must not exceed 450 parts per million ––

already 385 ppm and rising 2already 385 ppm and rising 2--3 ppm a 3 ppm a 

year (nb year (nb ‘‘amplification effectsamplification effects’’))

Or Or 

�� Temperature does not rise more than 2Temperature does not rise more than 2°°C C 

from prefrom pre--industrial levels (already rise of industrial levels (already rise of 

11°°C )C )



ScienceScience
IPCC 4th Assessment, 2007

�� with current emissions of Greenhouse Gases with current emissions of Greenhouse Gases 

(GHG) (GHG) 

�� by 2050:by 2050:

�� much more severe weather events and much more severe weather events and 

�� half metre rise in sea levels, half metre rise in sea levels, 

�� permanently displace at least 200 permanently displace at least 200 

millionmillion

�� may result in the extinction of 15may result in the extinction of 15--40% of 40% of 

speciesspecies. . 



Stern Review: Stern Review: The Economics of The Economics of 

Climate ChangeClimate Change, 2007 , 2007 

�� If concentrations of carbon rise above 550ppm If concentrations of carbon rise above 550ppm 

thenthen

�� costs could be as high as costs could be as high as 20%20% of global income of global income 

annuallyannually. . 

�� 2050  c US$135 trillion  (i.e. US$27 trillion pa)2050  c US$135 trillion  (i.e. US$27 trillion pa)

�� Action within 10Action within 10--15 years to keep carbon 15 years to keep carbon 

concentrations under that critical level could cost concentrations under that critical level could cost 

1%1% of global income annually of global income annually ––

�� c US$ 35 trillion c US$ 35 trillion -- i.e. US$ 350 billion pai.e. US$ 350 billion pa

�� Review points out Review points out -- there is an there is an ““extremely high extremely high 

price for delayprice for delay””..



International Legal International Legal 

FrameworkFramework



1992 UN Framework 1992 UN Framework 

Convention on Climate Change Convention on Climate Change 
�� Signed at UNCED in Rio 1992 Signed at UNCED in Rio 1992 -- 192 Parties192 Parties

�� Commits to Commits to ““stabilizationstabilization”” to avoid to avoid 
““dangerousdangerous”” effectseffects

�� ““Common but differentiated responsibilityCommon but differentiated responsibility””
�� Financial conditionality Financial conditionality 

�� Art 4(7) developing country implementation Art 4(7) developing country implementation 
dependent on financial and technical commitments dependent on financial and technical commitments 
of developed countriesof developed countries

�� Global Environment FacilityGlobal Environment Facility
�� Art 11Financial Mechanism Art 11Financial Mechanism -- ‘‘incremental fundingincremental funding’’



Kyoto Protocol 1997Kyoto Protocol 1997

�� 184 Parties184 Parties
�� Developed Countries (Annex I of UNFCCC) Developed Countries (Annex I of UNFCCC) 

agreed GHG emissions reductions from 1990 agreed GHG emissions reductions from 1990 
levels by an average of 5.2% levels by an average of 5.2% 

�� Commitment period is 2008Commitment period is 2008--20122012
�� Specific targets (or assigned amounts) were set Specific targets (or assigned amounts) were set 

out in Annex B of the Protocol, out in Annex B of the Protocol, 
�� Iceland 10%+; Australia 8%+Iceland 10%+; Australia 8%+
�� European Union 8% reduction; US  7%; Japan 6%European Union 8% reduction; US  7%; Japan 6%

� By two means:

� “Domestic Policies and Measures”

� Flexibility Mechanisms as “supplementary 
means”



Kyoto Protocol Kyoto Protocol 

““Flexibility MechanismsFlexibility Mechanisms””

Principle: global atmosphere benefits from 
GHG reductions anywhere in world 

� Joint Implementation (Art 6)
� Developed country finances “additional” costs 

of project that reduces GHG emissions in 
another developed country

� Clean Development Mechanism (Art 12)
� Developed country finances “additional” costs 

of project that reduces GHG emissions in 
developing country 

� Assigned Amounts Trading (Art 17)
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Project Scenario
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Host Party benefits 
From technology 
and financial flows
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$

Emissions Trading under the Kyoto 
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Impact of Carbon Finance on Project 

Financing at $3/t CO2e

1.4Energy Eff.-District Heating

0.5-3.5Bagasse

0.3-1Wind

>5.0Municipal Solid Waste with 

methane kick

Up to 
5.0

Biomass with methane kick

0.2-0.8Hydro

∆∆∆∆IRRTechnology

Note: data are preliminary

Project, 

Not 

Equity, 

FIRR. 



Market  Value Growth 2007 Market  Value Growth 2007 

(in (in US$ millions)US$ millions)
Allowance MarketsProject-Based 

Transactions

EU Emission 

Trading Scheme

Chicago Climate 

Exchange

New South Wales 

Certificates

CDM

7,400

70

220

50,100

Voluntary

& Retail

270

Secondary

CDM

5,500

JI
500

x 1.3x 1.3

x 4

x 3.5

x 12

x 2

x 1 x 2





Kyoto Protocol MechanismsKyoto Protocol Mechanisms--

Mobilizing Private Sector ResourcesMobilizing Private Sector Resources

�� Resources have doubled each year for the Resources have doubled each year for the 

last six yearslast six years

�� Total Value in Total Value in ‘‘05: 05: US$ US$ 10 billion10 billion

�� Total Value in Total Value in ‘‘06:  06:  US$ US$ 30 billion30 billion

�� Total Value in Total Value in ’’0707 US$ US$ 67 billion67 billion

�� Total Value in Total Value in ’’0808 US$US$ 120 billion120 billion

�� BUT Private Sector Investors need clarity BUT Private Sector Investors need clarity 

and certainty in the post 2012 regimeand certainty in the post 2012 regime



Public Sector FundsPublic Sector Funds
�� Global Environment Facility Global Environment Facility 

�� Marrakech Funds (2001)Marrakech Funds (2001)::

�� Least Developed Country Fund LDCFLeast Developed Country Fund LDCF

�� Special Climate Change Fund SCCFSpecial Climate Change Fund SCCF

�� c US$ 300 millionc US$ 300 million

�� Adaptation FundAdaptation Fund

�� 2% share of the proceeds of CDM 2% share of the proceeds of CDM 

�� c US$ 150 million pac US$ 150 million pa

�� World Bank Climate Investment Funds 2008World Bank Climate Investment Funds 2008
�� Clean Technology Fund (mitigation)Clean Technology Fund (mitigation)

�� Strategic Climate Fund  (vulnerability)Strategic Climate Fund  (vulnerability)

�� Capitalised at US$ 6.2 billionCapitalised at US$ 6.2 billion



Road to Copenhagen Road to Copenhagen 



Bali Action Plan 2007Bali Action Plan 2007
““a shared vision for longa shared vision for long--term cooperative actionterm cooperative action””

�� Building BlocksBuilding Blocks

�� mitigationmitigation
�� adaptationadaptation

�� technology transfertechnology transfer

�� financial resourcesfinancial resources

�� Other issues:Other issues:
�� reduction of emissions from deforestation/degradationreduction of emissions from deforestation/degradation
�� expansion of CDM and JIexpansion of CDM and JI
�� compensation for the effects of Annex I Party compensation for the effects of Annex I Party 

mitigation actions on nonmitigation actions on non--Annex I PartiesAnnex I Parties
�� international aviation and marine transport emissionsinternational aviation and marine transport emissions
�� easier mechanisms for voluntary commitments from easier mechanisms for voluntary commitments from 

nonnon--Annex I PartiesAnnex I Parties



Basic IssuesBasic Issues

�� Kyoto Commitment Period expires 2012Kyoto Commitment Period expires 2012

�� Need GHG reductions from both Need GHG reductions from both 

developed and developing countriesdeveloped and developing countries

�� Cap emissions at 450ppm or 2Cap emissions at 450ppm or 2°°CC

�� Must peak by or before 2020 and be at least Must peak by or before 2020 and be at least 

halved by 2050halved by 2050

�� Must deal equitably with all countriesMust deal equitably with all countries
�� Annex I Parties would need to reduce their emissions by Annex I Parties would need to reduce their emissions by 

213% by 2050 if non Annex I Parties are to  maintain their 213% by 2050 if non Annex I Parties are to  maintain their 
current per capita emission level current per capita emission level 

�� Mitigation Mitigation –– need to accommodate developing need to accommodate developing 

countries reasonable growthcountries reasonable growth

�� And Adaptation And Adaptation ……



“Acting on Climate 
Change: 

The UN System 
Delivering As One”

* $180 B to $250 B per annum, estimated by UNFCCC, IEA, McKinsey

Climate Finance Costs in US $Bln: (2010 to 2020)
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Climate finance can leverage other 
investments.  When blended together…

Private Sector 
Investments

National 
Development 

Budgets

International 
Development
Assistance

US$ 250
bln p.a.

US$

4,620 Bill 

in 2008)

Adaptation Finance

Cap & Trade

Emission Auctions

CDM & Offsets

Carbon Tax

“BASELINE”
Private & Public 

Investments

Other taxes & funds

… Can catalyze 
transformational 
investments for 
low-carbon, 
climate-resilient 
development

Leveraging FinanceLeveraging Finance





The Road to CopenhagenThe Road to Copenhagen
�� AugustAugust

�� 1010--1414 33rdrd UNFCCC Intersessional UNFCCC Intersessional -- BonnBonn

�� SeptemberSeptember

�� 22  UN Sec22  UN Sec--Gen High Level Event on Climate ChangeGen High Level Event on Climate Change

�� 2424--26  G20 Summit Pittsburgh26  G20 Summit Pittsburgh

�� OctoberOctober

�� 28/928/9--9/10 49/10 4thth UNFCCC Intersessional UNFCCC Intersessional -- BangkokBangkok

�� 2929--30/10  EU Council30/10  EU Council

�� November:November:

�� 22--6 6 55thth UNFCCC Intersessional UNFCCC Intersessional -- BarcelonaBarcelona

�� DecemberDecember

�� 77--18 UNFCC COP 15 Copenhagen18 UNFCC COP 15 Copenhagen



Copenhagen: Copenhagen: 

Success or Train Wreck ?Success or Train Wreck ?



The Process The Process 

AWG-KP
Ad Hoc Working Group/ Kyoto Protocol

•Negotiation of post-2012 

commitments for countries with 

Kyoto targets (i.e., not US)

•Launched in 2005 in Montreal

•No agreement yet on target 

range 

AWG-LCA
Ad Hoc Working Group  on Long-Term Cooperative Action

2007 Bali Action Plan calls for 

“agreed outcome” in 2009 on:

•“Shared vision for long-term cooperative 

action, including a long-term global goal”

•Developed country mitigation 

“commitments or actions”

•Developing country mitigation “actions”

supported by technology, finance, etc.

•Adaptation 

•Mitigation and support are to be 

“measurable, reportable, and verifiable”

Kyoto Protocol UNFCCC



Copenhagen AccordCopenhagen Accord
�� ‘‘NotedNoted’’ by UNFCCC COPby UNFCCC COP

�� Strong political will to address one of Strong political will to address one of 

greatest challenges of our timegreatest challenges of our time

�� Agree to keep temperature change < 2Agree to keep temperature change < 2°°CC

�� ‘‘Adequate predictable and sustainable Adequate predictable and sustainable 

financial resources, technologies and financial resources, technologies and 

capacity buildingcapacity building’’

�� Annex I countries listed their unilateral Annex I countries listed their unilateral 

commitments in Appendix Icommitments in Appendix I

�� Non Annex I countries will list voluntary Non Annex I countries will list voluntary 

mitigation actions in Appendix IImitigation actions in Appendix II



The Copenhagen Accord The Copenhagen Accord 

Score CardScore Card
√√ Raised climate change to the highest    Raised climate change to the highest    

level of government; level of government; 

√√ The Copenhagen Accord reflects a The Copenhagen Accord reflects a 

political consensus on the longpolitical consensus on the long--term, term, 

global response to climate change; global response to climate change; 

ΧΧ The negotiations brought an almost full The negotiations brought an almost full 

set of decisions to implement rapid set of decisions to implement rapid 

climate action near to completion. climate action near to completion. 



BUT…

� NO Binding 
framework and 
obligations

� No shared vision

� No agreement on 
institutions and 
process



Road from CopenhagenRoad from Copenhagen

�� Has Copenhagen killed the UNFCCC Has Copenhagen killed the UNFCCC 

process?process?

�� Next COP Next COP -- Mexico City December 2010Mexico City December 2010

�� Test for Mexican DiplomacyTest for Mexican Diplomacy

�� Mexico Mexico -- bridge between north and south ?bridge between north and south ?

�� Will the real Will the real ‘‘dealsdeals’’ need to be done at the need to be done at the 

G20G20

�� Will the US pass Federal Legislation by Will the US pass Federal Legislation by 

then ?then ?




