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Update on the Carbon Transaction Facility

PURPOSE AND ACTION REQUIRED

Members of the Assembly and Council will be invited to:

Take note of the update on the Carbon [ Provide feedback

Transaction Facility

[J Approve O Other (please specify)
CONTEXT/BACKGROUND

The Council authorized the Secretariat to establish the Carbon Transaction Platform (CTP) as a
program of GGGI at its Fifteenth Session on 27 October 2022 [C/2022/DC/5]. The overall design of
the CTP was described in the Proposed GGGI Carbon Transaction Platform: For Council Approval
and attached to the Council document, Carbon Transaction Platform: Draft Recommendations
[A/2022/2-C/2022/2] and the name was subsequently changed to the Carbon Transaction Facility
(CTF) as stated in the Update on Operationalization of the Carbon Transaction Platform A/2023/5-
C/2023/5.

This document builds upon the October 2023 update [A/2023/5-C-2025/5], which detailed the
development of the CTF Governance Principles and the start of activities for operationalization of
the Article 6 Readiness Facility and the Carbon Trust Funds and updates the Assembly and Council
on 2024 CTF activities.

SUMMARY
Establishment of the Carbon Transaction Facility

The CTF was established as a GGGI program on 12™ June 2024, following the Director General’s
approval of the establishment of the Article 6 Readiness Facility, a trust fund of the CTF. The CTF
became operational on 19" June 2024, upon the signing of the first Contribution Agreement to the
Readiness Facility by the Ministry of Foreign Affairs and Trade of New Zealand, with a contribution
of NZD15m (Fifteen Million New Zealand Dollars). A further contribution agreement was signed on
12" September by the Swedish Energy Agency, on behalf of the Kingdom of Sweden, for USD5M
(Five million United States Dollars).

Similarly, the first Carbon Trust Fund of the CTF, the ACCTIF, was established by the Swedish
Energy Agency on behalf of the Kingdom of Sweden on 12" September with the purpose of
purchasing Internationally Transferred Mitigation Outcomes (ITMOs) with a contribution of
SEK300m (Three Hundred Million Swedish Krona).
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GGGl continues discussions with three further potential participants to the CTF, Norway, Singapore
and UK. The majority of these hope to be able to sign Contribution Agreements for Readiness by
mid-October or at least be able to make public announcements stating an intention to contribute.

Operationalization — Agreements and Procedural Guidelines

A two-day working meeting was held on July 8" and 9™ 2024 in Seoul, South Korea, for the eligible
and potential participants in the CTF Readiness Facility for presentation and discussion of operational
aspects of the Facility. Attendees provided valuable inputs on key aspects of the operationalization
of the CTF such as the Readiness Service Offering, the Results Framework, processes and procedures
related to decision making and meetings, interim project evaluation criteria, aspects of global and in-
country technical assistance delivery and communications and branding.

This was followed by the Inaugural Meeting of the Readiness Facility Committee and Observers. In
addition to New Zealand, representatives of potential CTF Readiness Facility Participants were
present as Observers: Norway, Sweden and Singapore. The Readiness Facility Committee approved
the interim Work Plan and Budget from July-December 2024 for CTF start up activities and interim
evaluation criteria to be used for assessment of proposed activities under the Readiness Facility.

Current Carbon Programs to CTF: Scaling up Technical Assistance for Article 6

The first activities proposed for funding by the Readiness Facility were approved under the agreed
delegated authority by GGGl Management on 27" August 2024. The first project will complete Rapid
Readiness and Needs Assessments (RRNAS) across 15 countries, in order to ascertain the current
state of readiness in a country and what support may be required to advance such countries to start
participating in Article 6 markets. This will provide important background to then further develop
full Project Idea Notes (PINSs) for approval. An In-Country project in Rwanda received an interim
approval on the same date, and it will be presented to the Readiness Facility Committee for approval
by mid-October. These proposals build on the experiences and evolving best practices from ongoing
GGGl Atrticle 6-related programs covering over 14 countries. Forthcoming global programs will
include a practical guide on how to mainstream Gender and Social Inclusion (GESI) aspects into
Article 6 activities and a program of global knowledge exchange activities managed centrally by the
Carbon Pricing Unit. Further in-country activities are planned to be submitted over the coming
months for Sri Lanka, Jordan, Paraguay, Vanuatu and Togo.

Launch of CTF and 2025 Work Plan and Budget Planning

The CTF will officially launch on October 16 during Global Green Growth Week. The event will
include President and Chair Ban Ki Moon, Director General Dr. Frank Rijsberman and a panel
discussion with GGGl Member and partner countries highlighting the CTF’s role in catalyzing
cooperative approaches under Article 6 of the Paris Agreement.

The first Annual Meeting of the Readiness Facility will also occur on October 16, 2024, in which the
Proposed 2025 Workplan and Budget will be submitted for approval.
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Update on the Carbon Transaction Facility
Establishment of the Carbon Transaction Facility: Readiness and Carbon Trust Funds

1. The structure of the CTF was detailed in the Information Memoranda of the Readiness Facility and
Carbon Trust Funds in 2023, with further guidance provided by the Governance Principles to ensure
disbursements would successfully meet the objective of representing buyers and sellers in carbon
markets. During the first half of 2024, the legal architecture of the CTF was developed through the
Rules for the Readiness Facility and the Carbon Trust Funds. These were shared with potential
participants (donors) at the end of Q1 2024. The Governance Principles form part of the Rules for
the Readiness Facility.

2. During Q2, legal negotiations began in earnest with some potential participants, and the Readiness
Rules were finalized in June 2024 as a result of a thorough consultation with potential contributors.
The Readiness Facility was then established by the Director General on June 12, 2024. Further to
this, negotiations continued with several participants on Contribution Agreements to the Readiness
Facility as well as Rules and Contribution Agreements for Carbon Trust Funds. The first participant,
the Ministry of Foreign Affairs and Trade of New Zealand agreed to contribute NZD15M to the
Readiness Facility, signing on 19" June 2024. The second participant, the Swedish Energy Agency
(SEA), as the authorized entity on behalf of the Kingdom of Sweden is projected to sign a
contribution of USD5M for the Readiness Facility and a contribution of SEK300M (approx.
USD29M) to a Carbon Trust Fund, the ACCTIF during September 2024. This would be the first
trust fund designed to purchase the Internationally Transferred Mitigation Outcomes (ITMOs) as
part of the CTF.

3. Some pertinent points that were refined and agreed in this process included: the decision to set the
minimum contribution to the Readiness Facility of USD5M to become an eligible Participant and
thereby to have voting rights. This added to the existing design element that a country wishing to
open a Carbon Trust Fund for the purpose of carbon trading must contribute a minimum of USD5M
to Readiness. The match-making process was also further defined, and detailed operational aspects
will be elaborated within the Operational Guidelines. Further clarification on how projects can
move into Carbon Trust Funds and receive specific technical assistance within the Trust Funds
provides an additional window for support to GGGI’s host counties for their mitigation activities.
The Operational date (start date) for all funds will be upon signing of the first Contribution
Agreement as they are all open-ended, enabling new donors to join at any time. A difference should
be noted that whilst the term of the Readiness Facility is to 2035, the current round of Readiness
funding is expected to be disbursed between 2025 and 2029 to maximize impact as quickly as
possible.

4. The CTF Readiness Facility is one of the first multi-donor trust funds managed by GGGI which
includes donors from several countries, thus the new challenge of negotiating with multiple parties
to agree upon a single set of Fund Rules. In this regard, GGGI has accommodated donors that are
GGGI members, non-members that have previously provided programmatic or earmarked funding,
and others that did not have substantial prior involvement with GGGI. While this created a slight
delay in finalizing agreements, most of the movement from our original timeline has been due to
different donor internal approval processes.

Operationalization — Procedural Guidelines and Staff Planning

5. The CTF’s operations are grounded by the GGGI Project Cycle Management System for effective
and efficient delivery of readiness activities for GGGl Members and partner countries, along with
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robust fiduciary management. These and other aspects of procedures for quality control, reporting
and project delivery are contained in the draft Operational Guidelines, which capture how the CTF
will maximize effectiveness of the process for development, review and approval, implementation,
monitoring and reporting on the specific Readiness activities. As part of CTF start up, the Carbon
Pricing Unit had robust coordination with other GGGI units such as Operations and Enabling
Division for all financial reporting and fiduciary processes, and the Impact Evaluation Unit for the
design of the draft Results Framework.

CTF Staffing and Operations Planning. As part of the internal planning for operationalizing the
CTF, GGGI appointed a new Carbon Pricing Unit Deputy Head and developed a staffing plan
commensurate with the expansion of the CTF’s service offer. GGGI is now implementing this
staffing plan during the remainder of 2024 and 2025 to increase staffing levels to meet the demand
of Article 6 activities. Staff will be based across multiple locations, with key expertise hubs initially
in Korea and Luxembourg, and country-based experts in countries with existing and expanding
carbon-related activities. The hub and spoke model of knowledge sharing and internal training
aligns with carbon activity deployment, ensuring maximum efficiency. It remains a priority of the
Carbon Pricing Unit to continually enhance training and understanding of staff wherever possible
to address both the shortage of international experts deployable across multiple GGGI countries
and the regular updates and changes to rules and guidance for trading.

Current Carbon Programs to CTF: Scaling up Technical Assistance for Article 6

Existing Activities & Current Projects

Current earmarked funding programs provide ideas, efficiency, and lessons learned to the CTF. The
initial Carbon Pricing Unit earmarked funded program, the Designing Article 6 Policy Approaches
(DAPA) Program, with the support of the Ministry of Climate and Environment, Kingdom of
Norway, has been working for the last six years in the challenging area of policy approaches. We
celebrate the recent announcement by the Gold Standard that they will launch a set of requirements
for national policies to be credited under their standard and thus recognized and registered by them
to help support the scale up of these transformational policies. GGGI supported the Gold Standard
to create the requirements. Through the DAPA Program, GGGI also published guidance on
developing legal documentation for Article 6 transactions®.

Similarly, the SEA, as the authorized entity on behalf of the Kingdom of Sweden, has provided
funding for the GGGI earmarked program Mobilizing Article 6 Trading Structures (MATS) since
2020, working in over four countries to help establish governance frameworks and prepare host
country governments for trading under Article 6.2 of the Paris Agreement. Under MATS, GGGl
published detailed guidance on developing governance frameworks for Article 6, as well as the
development of a knowledge-sharing report on implementing such governance frameworks.2

Finally, the Supporting Preparedness for Article 6 Cooperation (SPAR6C), funded by the
Government of Germany’s International Climate Initiative (IKI), has been instrumental in guiding

! Mitigation Outcome Purchase Agreements (May 2023), Mitigation Outcome Purchase Agreements — Global

Green Growth Institute (gggi.org)
2 Guidance on Governance Models for Host Country Engagement in Article 6 (November 2022), Guidance on
governance models for host country engagement in Article 6 — Global Green Growth Institute (gggi.org)

Implementing Article 6 of the Paris Agreement: Options for governance frameworks for host countries (August

2023), Implementing Article 6 of the Paris Agreement: Options for governance frameworks for host countries

— Global Green Growth Institute (gggi.org)



https://gggi.org/report/mitigation-outcome-purchase-agreements/
https://gggi.org/report/mitigation-outcome-purchase-agreements/
https://gggi.org/report/guidance-on-governance-models-for-host-country-engagement-in-article-6/
https://gggi.org/report/guidance-on-governance-models-for-host-country-engagement-in-article-6/
https://gggi.org/report/implementing-article-6-of-the-paris-agreement-options-for-governance-frameworks-for-host-countries/
https://gggi.org/report/implementing-article-6-of-the-paris-agreement-options-for-governance-frameworks-for-host-countries/
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11.
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best practice for knowledge sharing and readiness activities, including through the development of
an Article 6 Toolbox to provide a decision support system for host country governments and the
private sector®, with templates for Readiness and Needs Assessments*, and facilitating a global
dialogue on Article 6 implementation through a Community of Practice for Article 6 Implementing
Countries (CoP-ASIC)%. Additionally, GGGl is providing Article 6 support to Laos and Uganda. In
Laos, GGGI has supported the development of a Carbon Markets Decree, which is expected to be
finalized in the second half of 2024.

During 2024, the Carbon Pricing team significantly advanced activities aiming for the common
purpose of opening international carbon markets under Article 6 of the Paris Agreement and the
completion of transfers of ITMOs. Three MOUs were signed, marking clear progress towards
trading, and regulation development was supported in host countries, as well as the development of
an Article 6 national strategy in Senegal, marking the first step in establishing the country’s
governance framework. Operational manuals giving clear guidance to stakeholders on processes
and procedures for authorization were adopted in Cambodia,® and support is ongoing in Nepal,
Zambia, Thailand, and Pakistan. GGGI provided expert advice to programs in Laos and Vietnam
that included carbon pricing regulation shaping and knowledge sharing for the Ministry of Finance
on the national Emissions Trading System (ETS) mechanisms, through knowledge sharing with
Korea. We are especially grateful to the Government of Cambodia for their adoption of the Article
6 Operations Manual, and with that, the establishment of Cambodia’s Governance framework,
recognized as supported by GGGI’.

As part of the anticipated scale up of activities that the CTF will require, a collaborative framework
agreement was set in place with Carbon Limits, a global carbon consultancy, to co-deliver with
GGGl a series of global capacity building and training workshops. The first of these was
implemented in Sri Lanka in May 2024, receiving high praise for its quality and accessibility. We
would like to thank the Government of Sri Lanka for its engagement and enthusiasm throughout
the process and have been encouraged by the feedback scores showing that most participants felt
their understanding of Article 6 and carbon trading and, importantly, ‘confidence’ to participate in
such markets increased as a result of the workshop. A second workshop has since been held in Cote
d’Ivoire as part of a wider program of activities being implemented in the country under the Sweden
funded MATS Program. Further workshops and more are planned for deployment under the CTF
Readiness activities.

CTF Readiness Activities: In-country projects

Building on the CPU’s current experience and working jointly with Member States, GGGI country
teams and the Carbon Pricing Unit designed the first in-country Readiness technical assistance
projects to be delivered by the CTF. Each project is tailored to specific Article 6 needs of a country,
delivering results with efficiency and effectiveness by addressing gaps identified by the readiness

3 SPARGC Article 6 Toolbox Guides 2,3 and 5 are available through this link: https://www.spar6c.org/toolboxa6
4 SPAR6C Readiness and Needs Assessment Technical Briefs and Readiness and Needs Assessment Full Report
are all available on the SPAR6C Website through this link: https://www.spar6c.org/knowledge-products
52023 Annual Report. Community of Practice for Article 6 Implementing Countries (CoP-ASIC). 2023 Annual
Report. Community of Practice for Article 6 Implementing Countries (CoP-ASIC) | SPAR6C

6 Operations Manual for the Implementation of Article 6 of the Paris Agreement on Climate Change in
Cambodia (2024), https://www.moe.gov.kh/wp-content/uploads/2024/01/Article-6-OM EN.pdf

7 Press release (12 January 2024) Equipped and Ready: Cambodian Prime Minister endorses Operations
Manual on Article 6 of the Paris Agreement — Global Green Growth Institute (gggi.org)

5


https://www.spar6c.org/toolboxa6
https://www.spar6c.org/knowledge-products
https://www.spar6c.org/research/2023-annual-report-community-practice-article-6-implementing-countries-cop-asic
https://www.spar6c.org/research/2023-annual-report-community-practice-article-6-implementing-countries-cop-asic
https://www.moe.gov.kh/wp-content/uploads/2024/01/Article-6-OM_EN.pdf
https://gggi.org/equipped-and-ready-cambodian-prime-minister-endorses-operations-manual-on-article-6-of-the-paris-agreement/
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assessments, in consultation with Member State governments, and through consultation with other
institutional partners so as to build on work of others and avoid duplication of effort.

These proposed projects were rigorously controlled for quality and recommended for approval by
GGGI Management, and further by the CTF Readiness Committee in its First Annual Meeting on
October 16. The initial country projects were in support of the governments of Rwanda and Sri
Lanka. In alignment with the CTF Results Framework, these projects will: (2) increase the capacity
and provide on-the-job training for key government decision makers and technical staff to develop
and implement policies, strategies and frameworks for informed participation in Article 6 carbon
markets; (b) support design of key policies, procedures and institutional groups such as inter-
ministerial committees that will deepen coordination across governments for Article 6 regulated
market participation; (c) work with key government stakeholders to prioritize sectors and private
sector actors to originate Mitigation Activity Project Idea Notes (MAINS) that could potentially be
matched with CTF Carbon Trust Funds for full project development and financing.

CTF Readiness Activities: Global Projects

In-country technical assistance will be complemented by 3 global projects. The first is focused on
the CTF’s contribution to the global Article 6 knowledge marketplace. Its Rapid Readiness Needs
Assessment (RRNA) Methodology and an Article 6 Self-Assessment Tool will support government
decision makers with practical tools to better understand their needs and to make more informed
decisions regarding Article 6 market participation. In addition, the project will employ the RRNA
in 15 GGGI Member and partner countries in order to pave the way to create a robust pipeline of
potential Article 6 Project Idea Notes in 2025.

The second is focused on a study to assess how Gender, Equality and Social Inclusion (GESI)
aspects can be better incorporated into activities related to Article 6 ITMOs. Going beyond the
minimum requirements, the work will aim to generate practical guidance that can be implemented
by stakeholders. GGGI will develop a knowledge product that enhances understanding of how to
assess and evaluate GESI by establishing criteria for what would be considered minimum or
required safeguarding actions and what would qualify as a higher quality Article 6 activity with
more ambitious promotion of Sustainable Development Goals (SDGs). The project will assess the
level of awareness and capacity of selling countries to integrate a wider national development
agenda, as well as the market readiness and appetite of buyers to finance SDG achievements beyond
minimum requirements. GGGI will recommend actionable steps for both buyers and sellers to better
incorporate GESI into Article 6 screening criteria for purchase (buyers) and authorization (sellers)
with the aim of ensuring carbon transactions have high environmental impact, transformational
change, and long-lasting co-benefits.

A third global project will focus on activities linked to the development of global public goods
related to Article 6 implementation, and related knowledge exchange between GGGI Member and
partner seller countries and with the buyer countries. A program of knowledge exchange activities
and dialogue will provide countries with resources to support their learning journey to access
international carbon markets. Combining written material, events, virtual and potentially in person,
the CTF Readiness Facility will provide an opportunity for sharing lessons learned and experiences
in preparing to access carbon finance streams. A detailed concept for this global project will be
presented to the Readiness Facility Committee in the October 2024 meeting, after which it will be
submitted for approval before the end of the year.
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Launch of CTF and 2025-2026 Work Plan and Budget Planning
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The CTF official launch will be on October 16 2024, during Global Green Growth Week, with an
event that will include President and Chair Ban Ki Moon, Director General Frank Rijsberman, and
a panel of GGGI Member and partner countries that will discuss their experiences with Article 6
carbon markets and how the CTF will support the opening of carbon markets through a robust effort
with multiple donors providing readiness assistance whilst also providing the link to carbon trading
through dedicated trust funds.

The Secretariat expects MAINS to be generated within the Readiness Facility over the coming year,
with most of these passing through the matchmaking processes on to a Carbon Trust Fund, where
further project-specific technical assistance could be given as the first step to transactions. As the
first Carbon Trust Funds become operational, we will see some of the current CPU programs fold
into their respective Carbon Trust Funds. The largest examples of this will be the Swedish-funded
MATS program and the Norwegian-funded DAPA program — both of which will migrate over to
their related Carbon Trust Funds, making the CTF the main mechanism for deployment of funding
and oversight of GGGI’s carbon pricing activities.

For financial planning purposes, GGGI has taken a financially conservative approach and has only
considered the Readiness grant-based funding in the Work Plan and Budget for 2025-2026.

/End



