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Climate Change Capital Group overview 

 

 

 

Carbon 
Private 

Equity 
Infrastructure 

Real 

Estate 

Proprietary Research, Analysis and Market Development 

Advisory 

Fund Management 

Project Finance 

Advisory 

Corporate Finance 

Mergers & 

Acquisitions 

Strategic and 

Policy Advice 

Develops and manages a range of funds investing in assets, companies and financial  
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 Founded in 2003. A 

specialist asset 

manager and adviser 

focused on the transition 

to a low carbon 

economy 

 

 Headquartered in 

London with offices in 

Beijing, Washington, 

Boston and Zurich 

 

 €1.2 billion under 

management 

 

 Policy contacts and 

deep sector networks in 

Europe, Asia and North 

America 

 

 Backed by blue-chip 

investors 

 

World’s largest private 

sector carbon fund 

(€750m)  

 

 

                          



Post 2012 climate financing  
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Post 2012 climate financing: savings, investment and 
FDI 

 Total abatement? 

 14T/y required below BAU by 2020. Current proposals at best 8Gt (Catalyst) 

 Incremental cost? 

 €65-100 billion annually over the next decade (Catalyst) 

 $197 billion in non-OECD in 2020 (IEA) 

 Huge energy savings imply low cost to GWP 

 But $Trillions in financial flows to switch from brown to green 

 

 There are a of savings in the world. Savings = investment 

 MEMs have significant savings but are financing high economic growth 

 Magnitude of developing country (‘DC’) mitigation investment necessitates capital flows 

from foreign private savings 

 Copenhagen Green Climate Fund $100 bn/y assumed to include significant private 

investment 

 

 FDI can support technology and knowledge transfer and catalyse local savings and debt 

finance 

 At CCC, we have seen strong appetite for foreign equity to support local equity in e.g. SE 

Asia which then attracts local debt 

 But brown is very often cheaper than green. Someone has to pay for the externality. 

 Private investors need to be able to plug in revenue lines to their spreadsheets. Carbon 

prices and Feed-in tariffs are very helpful for this 

 Risk mitigation tools provided by MDBs can lower the cost of capital, and can increase 

projected risk-adjusted returns, but you probably still need e.g. a feed-in tariff or a CER 

price for there to be a superior return for green over brown 
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What is to be done? 

 Need scale and innovative predictable finance mechanisms 

 Carbon market 

 International public finance 

 Developing country policies and measures 

 Relationship between the 3? 

 

 

 Carbon pricing can only go so far before 2020 in the absence of caps in the major emerging 

economies without instability 

 A single carbon price cannot finance more expensive abatement. Need a diverse portfolio of 

mitigation options  

 But the evolution of a price for the externality would create huge efficiencies, create 

comparable units, pay for performance and minimise costs, complexity and gaming 
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The carbon market can only shoulder some of the burden to 
2020 (even with 25% below 1990 Annex 1 targets)  

Demand for 

 offsets  

creates  

€10-30mm 

per annum 

 of finance 

in Catalyst  

analysis 

IEA central case  

 450 scenario is, 

 similarly, 

 $40 billion 

per annum  

from  

offset demand   
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Supply and demand in the carbon market 

 Even with 25% below 1990 QELROs and Compliance Period 2 on track under a Top-Down 

Kyoto framework there would still be a great burden on public financing and domestic policies  

 Should we restrict carbon market supply? 

 Better than BAU crediting thresholds with financial and technical support would get us some 

of the way 

  What sectors should CDM not touch? e.g. REDD?  Transport?  

 

 

 Increase demand with international fund underwriting mechanism (CCC) 

 Ex post performance based payments for MRV-ed tonnes 

 Retiring credits 

 e.g. Waxman Markey and REDD: 6 gigatonnes by 2025? 

 Underwrites risk, improves confidence and makes carbon price bankable 

 Additional to domestic efforts therefore moves away from 100% offsetting 

 Advance Market Commitment for carbon using CGCF to underwrite emissions reductions 

prior to clear demand signals from OECD cap and trade 
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  Sectoral CDM 

 The logic of CDM reform:  

 Even a ‘weak’ commitment by Developing Countries (DCs) can have a significant impact 

 Moves away from 100% offsetting 

 Scale, speed and guaranteed additionality  

 5 key sectors are 50% of world emissions  

 

 3 tier funding solution: (OECD/CCAP) 

 Developing countries unilateral actions 

 Supported actions to implement NAMAs 

 Earn CDM credits for abatement beyond sectoral threshold  

 

 Co-benefits should see significant investment from developing countries themselves 
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Issues and Suggestions for Sectoral approach 

 Issues: 

 The relationship between local policies and measures (PAMs) and Carbon Market: 
attracting FDI which brings in technology transfer as well as local investment 

 How to balance the price for the externality with e.g. regulation and feed-in tariffs? 

 How to engage private actors? 

 Investor certainty about  successful project in unsuccessful sector?  

 Data and MRV, distributional issues, institutional capacity, Ex post or ex ante credits?  

 How to negotiate baselines? 

 

 Suggestions: 

 Reduce sovereign and counterparty and DVP risk by maintaining the UN as issuer of 
credits. CER hard currency very significantly reduces emerging market equity risk 

 Ensure certainty for private actors and make the carbon price bankable by guaranteeing 
credits for successful projects (even in unsuccessful sectors)… 

 …suggests need for reserve pools with liability shared by DCs and Copenhagen Green 
Climate Fund 

 Ensure fungibility between local and international units 

 

 Evolve the existing CDM: 

 How long will it take to get sectoral off the ground? 

 Evolve CDM in the meantime 

 resolve E+/E- rule (‘the offsetters paradox’), multi-project baselines and positive lists and 
simplified programmatic CDM developed by SBSTA/Meth panel prior to full blown 
sectoral mechanisms 

 COP15 Guidance to EB has made progress on this. EB needs more capacity or will crash 

 Trying to initiate sectoral mechanisms from scratch while abandoning project based CDM will 
be less effective than looking to evolve the existing mechanism within the context of a thriving 
market, because developing countries and investors will disengage 
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International public finance 

 Copenhagen Green Climate Fund (CGCF) : ‘Fast start’  $30bn for 2010-12 and $100bn/y by 

2020 from OECD (including Technology Mechanism) 

 Revenue raised from Taxes; AAU and Allowance auctioning; Aviation and Shipping;  

 Developing Country representation 

 

 

 Enhancing the role of Multilateral Development Banks 

 Scaling up the use of concessional debt, risk mitigation and credit enhancement 

instruments 

 Leverage ratios have been found for well-structured PFMs of between 3 and 15:1 (UNEP 

SEFI) 

 Supranational development bank for energy efficiency (LSE GRI)  

 

 

 Public funds partner with private funds 

 Engaging institutional investors including sovereign wealth through public private 

partnerships 

 Improving projected risk returns in e.g. clean energy infrastructure (WEF)  

 Cornerstone and Challenge Funds 

 Assume equity will lead to debt being raised 

 Important to have pipeline of large and good projects. So credible national plans needed 
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Developing country policies and measures and their 
relation to the carbon market and international finance 
 

 In developing countries an improved overall investment environment and regulatory certainty 

will be critical to leveraging investment 

 

 COP 15 puts greater pressure on the local policies which we are seeing adopted in DCs e.g. 

RE and EE targets 

 

 How can international community support these domestic efforts? 

 

 Which sectors and which parts of the MAC curve are touched by CDM and which by 

technology transfer and which by grants? 
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Suitability of different financing instruments for 
different uses 
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 Energy efficiency  

 Characteristics 

 Low cost or NPV positive investment opportunities 

 Significant market barriers (e.g. access to bank finance) and non-market barriers 
(ownership of cost savings, scale externalities, asset problem) 

 

 New supranational development bank for energy efficiency (e.g. concessional loans) 

 ESCO model of shared future energy cost savings: how to collateralise and reduce 
counterparty risk? 

 Default risk and mitigation products 

 Use international carbon unit as collateral 

 

 Example: Losses in electrical supply system in India 

 Solution: capacitor and transformer installation, high voltage distribution lines 

 Costs: high upfront but fairly quick payback 

 FDI can attract local savings and local debt  

 Carbon market can make a big difference to local regulation by attracting FDI 

 But need to simplify small scale and programmatic methodologies/process 

 Visible carbon price signal 

 

 What is the relationship between local and international incentives? Between an Indian energy 
efficiency certificate (domestic legislation) and a programmatic or sectoral CDM credit? And 
when will we know? 
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 Renewable Energy 

 Situation today: 

 Domestic support through feed-in tariffs is key 

 Carbon only increases the IRR marginally (from maybe 10-13%) 

 COP 15 asked EB to address relationship between the two and to clarify E+/E- rule 

 Multi-project baseline? 

 

 Support a stronger tariff with direct government to government funding through ex ante grant? 

 Or try to attract private FDI through the carbon market? 

 Renewable energy support mechanism e.g. in Philippines starting to improve projected returns 

 FDI would like to see hard currency CER prices too 

 But at what point does Philippine RE support like tariffs polices create an E- problem?  
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Conclusion 

 A lot of business-as-usual in the world 

 Leveraging private $ in trillions from brown to green requires: 

 predictable and reliable financing mechanisms to be in place urgently if we are to peak 

emissions soon. They appear to be some way off. 

 significant international public finance is required 

 Scale up carbon finance rapidly; Evolve the CDM and create capacity at UNFCCC Secretariat 

and EB;  Carbon demand (OECD targets and funds) and Advance Market Commitment for 

Carbon  

 Concessional debt, risk mitigation and credit enhancement instruments; Supranational energy 

efficiency bank; Public/Private funds 

 NAMAs supported by international and domestic financial commitments and carbon market 

 Successful incentives could create their own momentum and unleash global savings 

 

 

 

 

 

 

 
 

 

 

 



Appendix: An Advance Market Commitment for 
Carbon 
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Issues for Carbon Market post Copenhagen 

 Without a post-Kyoto framework or OECD domestic legislation in place (apart from the EU at 

20% below 1990) the international carbon market is withering away, when it should be scaling 

up.  

 The evolution of CDM toward standardised baselines and sectoral mechanisms is further 

delayed 

 Trying to develop sectoral mechanisms from scratch while abandoning project based CDM will 

be less effective than looking to evolve the existing mechanism within the context of a thriving 

market, because developing countries and investors will disengage 

 OECD countries (especially outside the EU) require international offsets for cost containment 

and thus political support in recalcitrant Senates/Diet  

 US EPA modelling of Waxman Markey increases prices from ~$20 in 2020 to nearer $40; 

NEF model is $69 

 Japan and Australia unlikely to go for their pre Copenhagen stretch targets (of 25% below 

1990 and 2005) without confidence of CER supply given steep MAC curves? 

 REDD credit supply not visible until 2016? 

 The Copenhagen Green Climate Fund’s $100bn/y by 2020 is assumed to involve private 

investment including from the carbon market 

 Developing countries are supportive of CDM: one of the few areas of consensus and even 

progress at Copenhagen (E.G. Guidance to the CDM EB) 

 CERs represent a hard currency issued by the UN in $ or € and reduce sovereign and 

counterparty risk. They are therefore good at attracting FDI 

 The fact that there is no forward price curve for post 2012 CERs is a massive policy failure 

which suits no one! 
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An Advanced Market Commitment or CER Underwriting 
Mechanism 

 Therefore an Advance Market Commitment (AMC) is an opportunity for the international 

community to generate a forward curve, transparency and predictability 

 A forward curve will leverage debt 

 A transitional fixed price regime in advance of domestic legislation creating the market, much 

as banks underwrite bond issues in anticipation of client demand, or AMCs provide market to 

‘Big Pharma’ for drugs 

 Providing confidence to developing countries, local DC private actors and FDI 

 Committing (not necessarily spending) money today ‘Fast’ on an existing mechanism without 

losing momentum from investors 

 Allowing for continued evolution of CDM: 

 implementing Copenhagen Guidance to EB 

 Over time the AMC could evolve toward a system for helping developing countries to 

manage exposure to liabilities created by guaranteeing credits to projects which perform in 

sectors which do not meet sectoral baselines? 
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Issues and mechanics for a CER AMC 

 UN Report of the IWG on Interim Finance on REDD suggested a mixture of grants and 

payments for performance (of €4 per tonne) versus the baseline deforestation scenario. IE a 

similar mechanism in advance of a market or larger fund 

 2 separate AMCs: one for CDM one for REDD? CDM price $10? REDD €4?($5.5) 

 AMC commits to 2 gigatonnes (1.5Gt of CDM, 0.5Gt of REDD?) 

 1.5 Gt at $10 for CDM is $15 billion: half to come from Fast Track, half to come from post 2012 

CGCF? 

 $10 and €4 avoids excessive rents 

 The $15 billion may actually have to be spent if there is less than 1.5 gigatonnes demand for 

offsets over the period to 2020 

 It could also be used to supplement the demand that will materialise once domestic legislation 

is passed thus avoiding DC perception of volatility risk around OECD demand 

 Or it could be recycled: 

 project developer in the period 2010-12 would see a floor price of $10 from the Carbon 

AMC once his project was registered, but he could retain the option to sell into the market at 

higher prices 

 Once the option to use the floor price has expired, AMC could retire other CERs, or simply 

channel the money again into grants for adaptation, concessional loans for demand side 

energy efficiency, NAMA finance etc 
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Issues for carbon AMC and anticipated questions 

 AMC criteria:  

 no industrial gas projects? 

 a reserved portion of the funds for LDCs, or small-scale projects? 

 Would need to address ‘political economy’ issue of existing investments: 

 even without industrial gases and large hydro, there could be 300 million tonnes per annum 

of 1st crediting period CERs from projects registered  pre 2012  

 AMC only working for new projects would penalise early action and punish early movers.  

AMC only works for post 2012. Could we restrict AMC to only 7 years even for projects with 

a 10 year crediting period?  Or have a shut-off date in 2017 for existing projects? 

 To what extent is ‘Fast Start’ money already allocated? 

 An AMC for carbon is NOT an implied criticism of the EU ETS for lacking a floor price: the EU 

ETS has a cap and a target and demand 

 ‘Retiring’ credits is NOT ‘burning money’ any more than is a grant for a successfully 

implemented NAMA  

 An AMC is not like the EU Common Agricultural Policy: paying for MRV-ed tonnes of CO2e 

taken out of the atmosphere is not like a ‘wine lake’ or a ‘butter mountain’ 

 Some posited new FTF/CGCF financing mechanisms (e.g. grant support for Feed In Tariffs) 

will have similar problems to CDM (perverse incentives, intra-DC politics) but with additional 

challenge of choosing what unit to finance at what price by which committee, without a UN 

system already in existence with some experience of trying to manage these issues 
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Contact Climate Change Capital 

CCC Head Office 

Climate Change Capital 

3 More London Riverside 

London 

SE1 2AQ 

United Kingdom 

Tel:  +44 (0)20 7939 5000 

Fax: +44 (0)20 7939 5030 

www.climatechangecapital.com 
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Disclaimer 

The financial services outlined in this document constitute regulated activities as defined by the Financial Services 

and Markets Act 2000 (Regulated Activities) Order 2001; as such these activities can only be undertaken by an 

authorised person. Climate Change Capital Limited ("CCC") is authorised and regulated by the Financial Services 

Authority. The investment services and products described in this document are not intended for retail clients but are 

intended exclusively for persons who qualify as a Professional Client or Eligible Counterparty. We will not provide any 

of the products or services described herein to any person if the provision of such products or services would be in 

violation of the law of such person’s home country jurisdictions or any related jurisdictions. Please note that the 

provision of investment services (including securities and banking activities) may be restricted in certain jurisdictions 

and the information contained in this presentation is not intended for distribution or to use by any person or entity in 

any jurisdiction or country where such distribution or use would be contrary to local law or regulation. Please refer to 

the full disclaimer on the CCC Group website www.climatechangecapital.com for further details. 

 

http://www.climatechangecapital.com/

