United Nations Framework Convention on Climate Change

Overview of the role of market
mechanisms In the Paris
Agreement

Track 3: Developing and using market mechanisms
Asia LEDS Forum 2016: Mobilizing Finance for Implementing

Priority Actions
Hanoi, Viet Nam, 26-29 June 2016

Anil K. Raut, Technical Officer
UNFCCC - Regional Collaboration Center, Bangkok




Outline

» Paris agreement — overview and objectives

» NDCs

» Contribution of Article 6

* 6.2 Cooperative approaches
¢ 6.4 The Mechanism
% 6.8 Non-Market Approaches
» UNFCCC Regional Collaboration Centres (RCCs)

—

©
B

7
(\



THE PARIS AGREEMENT — Overall overview

Increased ambition of the long term goal




Objectives of the Paris Agreement

» The Paris Agreement reflects global political acceptance of the
scientific realities

» Long-term goals:

o Limiting temperature increase to well below 2°C, pursuing
1.5°C (Art 2)

o Reducing aggregate emissions in 2030 to 40Gt (1/CP.21,
para 17)

o Aiming to achieve a balance between emissions by sources
and removals by sinks of GHG in the second half of the
century (Art 4.1)

» All Parties have committed to limiting their aggregate long term
emissions to achieve these long-term goals (expressed through
NDCs)
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NDCs

» 189/196 countries
» Increasing ambitions, no backsliding possibility
» Actions updated every 5 years

» Tracking progress

KEEP
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> Support, no sanctions
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Contribution of Article 6

» Recognises that Parties may cooperate in the
Implementation of their NDCs to allow for higher ambition

» Provides a basis for the voluntary use of:
o Use of transferred mitigation outcomes between

authorizing Parties
o A mechanism to contribute to mitigation and sustainable

development
o A framework to allow for holistic integration of differing

aspects of action and support

» Provides Parties with tools for the achievement of the long-
term goals of the Agreement
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6.2 Cooperative approaches

» Voluntary

» Involve the use of internationally transferred
mitigation outcomes (ITMOs) towards
nationally determined contributions

» Shall promote sustainable development and
ensure environmental integrity and transparency

» Shall apply robust accounting to avoid double
counting
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Article 6.2 - Guidance on the use of ITMOs

» Guidance in Art 4.13 - accounting for NDCs - how a Party
will compare the emissions and removals covered by the
sectors, gases and time period of their NDC to that NDC

» Guidance under Art 6.2 - for how a Party can use ITMOs
between participating Parties to demonstrate achievement of
their NDC

»Art 4.13 and Art 6.2 as a package - 4.13 calculating a Party’s
emissions and removals in comparison to their NDC and 6.2
for their adjustment for the use ITMOs
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Article 6.2 - Accounting for ITMOs

» The accounting guidance in Art 4.13 provides the general
principles of promoting environmental integrity, transparency,
accuracy, completeness, comparability and consistency, and
ensuring the avoidance of double counting

» The use of ITMOs by Parties to demonstrate achievement of
an NDC can be seen as part of the accounting rules for
NDCs and subject to these principles
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Article 6.4 - The Mechanism (I)

» The mechanism is established under the authority and guidance of the
CMA and will be supervised by a body appointed by the CMA (i.e. will
have international oversight)

» The aims of the mechanism are to;

o Promote the mitigation while fostering sustainable development

o Incentivize and facilitate participation by authorized public and
private entities

o Contribute to emission reductions in the host Party that can be used
by another Party to fulfil its NDC (but if so used, cannot also be
used by the host Party for its NDC achievement)

o Deliver an overall mitigation in global emissions

» Share of proceeds & adaptation SOP

»>M & P (SBSTA B CMA)
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Article 6.4 - The Mechanism (ll)

» Emission reductions from the mechanism are to:
o Be additional, real, measurable and long term from specific scopes
of activities (not limited to projects and programmes)
o Verified and certified by designated operational entities

» The mechanism is global in reach and all Parties can both host activities
and use emission reductions to achieve NDCs

» The mechanism is not limited to emission reductions that will be used for
the achievement of NDCs (either of the host or another Party) only but
can be used for other purposes, such as MRV of climate finance
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6.8 Non-Market Approaches

» Framework for non-market approaches that aim to:
o Promote mitigation and adaptation ambition
o Enhance public and private participation in the implementation of
NDCs
o Enable opportunities for coordination across instruments to
enhance linkages and synergies

» Should incentivize and assist actors in implementation and recognize
efforts and outcomes of a broad base of activities, approaches and
actors, being not limited to particular activity types

» SBSTA to develop work programme
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UNFCCC Regional Collaboration Centres (RCCs)

« Set up to spread the benefits of the CDM, to help under-
represented regions increase their attractiveness and potential for
CDM, by building their capacity and reducing the risk for investors.

« Support the identification of CDM projects, provide assistance for
the design of such projects, address issues identified by validators,
and offer opportunities to reduce transaction costs.

» Broader role since Pairs - supporting development and
implementation of countries’ NDCs to climate action under that
agreement, with focus on markets and mechanisms.

» A collaboration between the UNFCCC Secretariat and IGES
» Hosted by IGES Regional Office in Bangkok, Thailand
» The fifth RCC, launched in September, 2015
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UNFCCC Regional Collaboration Centres (RCCs)
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RCC Bangkok - Activities related to market mechanism

Support to CDM projects and programmes in
the region/under-represented countries

Regional workshop on “Integrating Market
Mechanisms to the Implementation of
INDCs/NDCs” on 16 February 2016 (Bangkok

“Asia-Pacific non-state actor dialogue on Article
6 of the Paris Agreement” on 9 June 2016
(Bangkok) — first of the series

Facilitate the distribution of the NDC survey
and the matchmaking between the needs of
developing countries and the support provided
by NFP partners
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Thank you!

Email address: RCCBangkok@unfccc.int
Skype: RCC.Bangkok
Office address:
IGES Regional Centre
604 SG Tower 6th Floor, 161/1 Soi Mahadlek Luang 3;
Rajdamri Road, Patumwan, Bangkok, 10330, Thailand

Anil K. Raut, Technical Officer
UNFCCC - Regional Collaboration Center, Bangkok




