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From the Chair of the CDCF Participants’ Committee

Undoubtedly, the Community Development Carbon

Fund (CDCF) still keeps its unique role among all carbon

funds. The CDCF generates not just emission reductions

to mitigate climate change, but promotes sustainable

4 development by delivering direct tangible community

. benefits in the poorest and most disadvantaged countries
and communities.

pung uogJes jusawdojarag Aunwwon

The large capitalization of $128.6 million by the fund participants from governments
and companies expresses their expectations of and strong commitment to the vision
of the CDCF.

The development of the project pipeline and portfolio is in line with expectations.
The CDCF made progress in achieving its demanding targets and signed five new
emission reductions purchase agreements in the past
year. Nevertheless, further efforts are needed to prove
the valuable concept of the CDCF as a success.
The lack of capacity, institutions and investment
environment in least developed countries and the high
transaction costs of small-scale projects are some of
the major challenges ahead.

In order to meet the closing window for CDM
projects and to provide the fund management with
more flexibility, the fund participants—supported by
the advice of the Advisory Group—relaxed stringent
conditions for the CDCF and will now permit the
inclusion of larger scale hydro and sequestration in
CDCF projects. The increased flexibility has led to
a substantial expansion of the project pipeline with
good community benefits.

On behalf of the participants, | would like to thank the management of the World
Bank and the CDCF fund manager Andrea Pinna for their persistent efforts to build
the project pipeline and to ensure substantial community benefits and the Advisory
Group and its chair Michael Zammit Cutajar for their valuable recommendations and
support. Further, | thank all participants for their contributions and advice over the
past year.

WY/

Dirk Drechsel
BASF
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The CDCF: Emission Reductions for Development

The Community Development Carbon Fund (CDCF) was
created in March 2003 to extend the benefits of carbon
finance to the poorest countries and poor communities
in all developing countries—markets that would typically
be unable to attract investment because of the additional
country and financial risk.

Contributors to the CDCF support projects that measurably
benefit poor communities and their local environment, and
receive in return, verified emission reductions from these
projects. Host country project communities, meanwhile,
benefit from clean water, improved health services,
and jobs for women, and simultaneously invest in clean
technologies that help reduce greenhouse gas emissions
and mitigate climate change.

The CDCF partnership of nine governments and 16
companies achieves these goals by linking private investors
with community development projects, thus lowering the
transaction costs and risks associated with such projects
in poorer parts of the world. At the end of three years the
capitalization of the CDCF stands at $128.6 million, and
10 emission reductions purchase agreements have been
signed for a value of $29 million.

A Focus on Africa

The pipeline of CDCF projects cover all the major regions;
however, a special effort has been made to rapidly develop
viable CDCF projects in Africa. A highlight this year was
the signing of the Nigeria Aba Cogeneration emission
reductions purchase agreement in June 2006, the first
project in Africa for the fund. Over 30% of the CDCF
pipeline currently targets purchasing emission reductions
generated from projects located in Sub-Saharan African
countries such as Kenya, Mozambique, Ethiopia, Tanzania
and Ghana.

Delivering Community Benefits

The unique feature of CDCF projects has always been
their community development aspect. In its third year of
operation, the CDCF has developed stricter criteria for
assessing community benefits, reviewing community
benefit plans, ensuring that communities are consulted
and participate in defining benefits, and verifying that
such benefits are in fact delivered to communities before
payment is made to the project developer.




CDCF Participants

—

GOVERNMENT OF AUSTRIA

JI and CDM projects play an important role in
fulfilling Austria’s Kyoto target. The Austrian JI/
CDM Programme, managed by Kommunalkredit
Public Consulting, enables the government to
purchase emission reductions from mitigation
projects and through investing in carbon funds.
Austria joined the CDCF in 2003 to purchase
certified emission reductions from high-quality
projects in least developed countries.”

*

REGIONAL GOVERNMENT OF BRUSSELS
(BELGIUM)

The Brussels-Capital Region, with a wide range
of competency in the fields of environment and
energy, has its own Kyoto target. Its participation
in the CDCF will help the Region meet its targets
while taking part in sustainable projects in poor,
developing countries and will ensure that the
local communities benefit from it as much as
the Brussels-Capital Region.*

W

Hiizalea evaq il

REGIONAL GOVERNMENT OF WALLOON
(BELGIUM)

To reach the regional Kyoto target, the Walloon
Region of Belgium has decided to work with
the World Bank. The Government believes that
the CDCF is a good opportunity to implement
small-scale CDM projects particularly in African
countries. Additionally, CDCF has a crucial role
to play in proving that small-scale projects have
a place in the international carbon market.”

GOVERNMENT OF CANADA

Canada is represented in the CDCF by the CDM
and JI Office, Department of Foreign Affairs and
International Trade. The Office promotes the
Kyoto flexible mechanisms by providing financial
and technical assistance to Canadian companies
and supporting  capacity-building in  host
countries. Through the CDCF, Canada benefits
from new market opportunities and from project
development experience with strong community
benefits, especially in poorer regions.*

GOVERNMENT OF DENMARK

The Danish Carbon Fund (DCF)
represents Denmark in the CDCF.
The DCF consists of Danish participants from
industry and government. The DCF perceives the
CDCF as an essential instrument for providing
valuable assistance to the development and
implementation of small-scale CDM-projects
in poorer countries. The DCF considers the
CDCF important also for further development of
the CDM as a tool for protection of the global
climate.”

GOVERNMENT OF ITALY

ltaly has seized the opportunity to demonstrate
its commitment to greenhouse gas emission
reductions, as well as to sustainable development
worldwide. ltaly in fact was a founding member
of the CDCF, which is an efficient mechanism
for extending the reach of carbon finance and
the CDM to developing countries that would
otherwise be excluded from their benefits.

| L o e A
B GRASS-SUEHI B BUEE N ST

GOVERNMENT OF LUXEMBOURG
Luxembourg’s ~ commitment  under  the
Kyoto Protocol is to reduce greenhouse gas
emissions by 28% as compared to 1990 levels.
Luxembourg’s engagement in the CDCF will help
the country reach its reduction target. The CDCF
is an opportunity for poorer developing countries
to participate in the CDM and for Luxembourg to
receive cost-effective and high quality emission
reductions.”

—

GOVERNMENT OF THE NETHERLANDS

The Netherlands, with an ambitious emission
reduction target under the Kyoto Protocol, has
been constructively active in climate change
negotiations for over 20 years. The Dutch
government believes that small-scale CDM
projects in poor countries deserve a much better
chance to benefit from the CDCF, because they
are usually closely linked to the sustainable
development of the communities involved.*

MINISTRY OF FOREIGN
AFFAIRS OF DENMARK

GOVERNMENT OF SPAIN

The Government of Spain has adopted a
broad strategy to facilitate the fulfilment of its
Kyoto Protocol commitments. The Ministry of
Environment and the Ministry of Economy and
Finance work together to take advantage of the
Flexible Mechanisms. Spain joined the CDCF
in 2004 with the expectation that investments
in CDM projects would reach the poorest
communities in developing countries.”

BASF

BASF is the world’s leading chemical company.
With products, technologies and solutions,
we are a partner of virtually all industries. Our
ambition is to balance long-term economic
success, environmental protection and social
responsibility, thus contributing to sustainable
development for us, our customers and for the
quality of life for society. Participating in the
CDCF is for BASF an overall win opportunity:
for our ambitious economic, environmental and
social goals.”

Daiwa Securities SMBC

Principal Investments
DAIWA SECURITIES SMBC PRINCIPAL
INVESTMENTS CO., LTD.
Daiwa Securities SMBC Principal Investments
(DSMBCPI), a Japanese private equity firm,
aims to develop the carbon finance business
extensively, by utilizing know-how gained
through the CDCF, and through its abundant
experience in financial technology. DSMBCPI
is currently providing innovative products to
individuals as well as to institutions, which
will help combat global warming and achieve
sustainable development.*

CARBON FINANCE FOR SUSTAINABLE DEVELOPMENT = 33
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CDCF PartiCipantS continued

W
edp
ELECTRICIDADE DE PORTUGAL (EDP)
For generations EDP has built a portfolio that
upholds the value of environmental sustainability,
which is one of the pillars of its corporate strategy.
Participation in the CDCF is a unique opportunity
for EDP to take part in supporting sustainable
development in needy areas of the world, while
contributing to its compliance with the European
Union Emissions Trading Scheme.*

EM

Eniesd

ENDESA

As part of its Strategic Plan for the Environment
and  Sustainable  Development,  Endesa
participates in various initiatives and activities
dealing with climate change. Participation in
the CDCF helps Endesa to achieve its emission
reduction commitments. At the same time,
Endesa helps to promote the development of
CDM projects that contribute to the economic
and social development of the least advantaged
communities.”

FUJIFILM

FUJIFILM Corporation

FUJIFILM Corporation aims to make innovative
use of advanced technologies to create beautiful
images and wide-ranging information, and
provide the imaging, information and document
solutions that will best meet the increasingly
sophisticated needs of the world community. By
participating in the CDCF, FUJIFILM also wishes
to contribute to the social and environmental
sustainability of the world community.*

gasNatural

GAS NATURAL SDG, SA

The Gas Natural Group is an international
energy utility focusing on the supply, distribution
and commercialization of natural gas and
electricity in Spain, Latin America and Italy.
Participation in the CDCF highlights the Group’s
pledge for ecologically and socially sustainable
development, as well as its commitment to
corporate social responsibility.*

( Goteborg Energi

GOTEBORG ENERGI AB

Goteborg Energi is western Sweden’s leading
energy company, with products including
district heating, gas, cooling, data and
telecommunications, ~ electricity  generation
and supply. The company joined the CDCF
to comply with the 40% emission reductions
target imposed on the new combined heat and
power (CHP) plant—meeting Kyoto obligations
while contributing to sustainable development in
developing countries.”

hc energia

HC ENERGIA

HC Energia produces and distributes electricity
and gaseous combustibles within the Spanish
market, reaching one million customers. HC
Energia regards its participation in the CDCF as a
unique opportunity to provide poor communities
in developing countries with projects that enable
them to grow in a sustainable manner by using
renewable energy and clean technology.”

(& IDEMITSU

IDEMITSU KOSAN CO., LTD.

l[demitsu Kosan is a Japanese integrated energy
company mainly in the petroleum refining,
chemicals and plastics production and marketing
business. In conducting business, it has placed
great importance on mutual coexistence with
society at large. Participation in the CDCF gives
Idemitsu a great opportunity for contributing to
sustainable development throughout the world.*

*hkFw

KfW FORDERBANK (KfW PROMOTIONAL
BANK)

KfW is committed to protect the environment.
The KfW Carbon Fund is a purchase program
for cost-effective emission certificates to be
used by affected companies in the framework of
the European Union Emissions Trading Scheme.
KfW's participation in the CDCF provides a unique
opportunity to benefit from the vast experience
the World Bank has acquired in climate change
mitigation.”
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& NIPPON OIL

Your Choice of Energy

NIPPON OIL CORPORATION (NOC)

Nippon Qil Corporation is one of Japan’s leading
oil companies as well as a comprehensive energy
enterprise. NOC promotes corporate social
responsibility-oriented management based on
its basic corporate policy. NOC participates in
the CDCF because the primary purpose of the
CDCF is to achieve sustainable development,
which concurs with NOC’s goals.*

5 TR

THE OKINAWA ELECTRIC

POWER COMPANY, INC. (OEPC)

OEPC supplies power throughout Okinawa
Prefecture, an island chain located at the
southernmost tip of the Japanese archipelago.
With the liquefied natural gas, LNG-fueled
Yoshinoura thermal power plant starting up
in 2010, OEPC is addressing global warming
vigorously. OEPC seeks two goals by participating
inthe CDCF: greenhouse gas emission reductions
and contribution to developing countries.”

rUUKILI

RAUTARUUKKI QYJ

Rautaruukki Oyj (Ruukki) supplies metal-based
components, systems and integrated systems
to the construction and mechanical engineering
industries. The company has a wide selection
of metal products and services. Ruukki has
operations in 23 countries and employs 12,000
people. The Corporation has used the marketing
name Ruukki since 2004. Participation in the
CDCF is part of Ruukki’'s carbon dioxide risk
management activities.”

STATKRAFT CARBON INVEST AS

The Statkraft Group is the third largest producer
of electricity in the Nordic region, and the
second largest producer of electricity based on
renewable energy sources in Europe. The CDCF
portfolio and the experience in CDM projects
that the World Bank has gained through the
Prototype Carbon Fund made Statkraft Carbon
confident that the CDCF was the best alternative
available.”



CDCEF Participants continued

STATOIL

STATOIL ASA

Statoil is an integrated oil and gas company,
headquartered in Norway, with 25,600 employ-
ees and activities in 33 countries. The company
is one of the world’s most environmentally-
efficient producers and transporters of oil and
gas. Statoil sees its investment in the CDCF as
a combination of social investment engagement
and achieving cost-effective CDM credits.”

Swiss Re

i

SWISS RE

Swiss Re is the world’s largest reinsurer. Swiss
Re offers a wide variety of products to manage
capital and risk. With its participation in the
CDCF, Swiss Re joins a committed group of
governments and companies who see a triple
win in the CDCF: greenhouse gas emission

reductions, poverty reduction and corporate
social responsibility.”

*

The information in the participants” writeups in this report
was provided by the participants of the various carbon
funds managed by the World Bank and, with the exception
of minor editorial changes, is reproduced in the same form
in which it was provided. The views and opinions expressed
in the participants” writeups are those of the participants
providing the information and do not necessarily represent
the views and opinions of the World Bank. The World
Bank does not take any responsibility for the information
contained or the representations made in the participants’
writeups.
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From the Chair of the CDCF Advisory Group

As the CDCF completes three
years in operation, it has settled
into a steady delivery mode,

4 3 making significant progress in
its pipeline development, as
well as in understanding the

‘ h has recognized that the poverty

alleviation goals of the CDCF

are in alignment with its own mission and is committed

barriers it faces in delivering

that pipeline. The World Bank
to mainstreaming the CDCF in its “community-driven
development” network.

~

Given the pressure of delivery as the 2012 deadline
approaches, the Advisory Group has supported the further
relaxation of project size limits. The Group has emphasized,
however, that increased project size must not divert focus
from community benefits for poor people, dilute the value
of such benefits or detract from distributional goals,

The CDCF Advisory Group

notably with regard to projects in Sub-Saharan Africa.
Community benefits are the “soul” of the CDCEF, its defining
feature, without which there would be no differentiation
from other funds. The Advisory Group encouraged the
Bank staff to continue to work to overcome resistance to
community benefits in project development and to ensure
a consistent poverty focus of CDCF projects, as well as
the participation of host communities in determining and
evaluating benefits.

The Advisory Group has sought to enhance interaction with
the CDCF participants and looks forward to a joint meeting
between the Participants’” Committee and the Advisory
Group in this fiscal year.

Ma

Michael Zammit Cutajar

The CDCF Advisory group is composed of independent experts appointed in their personal capacity by the World
Bank, as the fund’s trustee, plus a representative of the International Emissions Trading Association (IETA), one of
the initiators of the CDCF. In the interest of coordination, the group also includes observers nominated by the
participants in the fund and the World Bank’s Host Country Committee, while its chair observes the work of the

CDCF Participants’ Committee.
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CDCEF Portfolio Status

Country/Project
Name

Project Description

Community Benefits

Emission Reductions Purchase Agreements Signed

1

Argentina:
Olavarria Landfill
Gas Recovery

Colombia: Rio
Frio Waste Water
Treatment

Honduras: La
Esperanza
Hydroelectric
Project

India: FaL-G Brick
Units in Micro
Sector

India: VSBK Kiln
Cluster Project

Moldova: Biomass
Heating and Energy
Conservation
Projects

Nepal: Biogas
Program

Nigeria: Aba
Cogeneration
Project

Peru: Santa Rosa
Hydroelectric
Project

Capture methane and carbon
dioxide generated at Olavarria
municipal landfill and use

the methane as a renewable
source for supplying electricity
to rural villages in the region

Collect methane and nitrous
oxide from waste water
treatment plant of Rio Frio

Install 12.7 megawatt run-of-
river hydropower plant

200 brick production units
based on Fal-G technology to
save energy and nitrous oxide
emissions

Use energy efficient Vertical
Shaft Brick Kiln (VSBK)
technology for fired clay brick
production, saving 30% in
coal consumption

Improve quality and efficiency
in the supply and distribution
of heat in aimost 150 public
buildings in 33 districts

Commercial dissemination of
200,000 additional household
biogas plants using animal
wastes in rural Nepal

Install gas-fired cogeneration
system to supply electricity
and heat to industrial,
commercial and residential
customers in Aba. Project will
also capture carbon dioxide
from the system and sell it to
nearby breweries

Three run-of-river hydro
projects in Lima, Peru in the
Santa Rosa irrigation area (4.1
megawatts total)

A potable water distribution network to connect 80% of the homes and a
pilot solar water heating system at the municipal hospital, both in Espigas—a
rural community located 80 kilometers from Olavarria. These works, which
have now reached over 80% of completion, will help reduce gastrointestinal
disease—a major problem in the community—and will also reduce the current
high energy cost. Initial verification is currently underway.

Reduction of local air pollution and offensive odors by improving biogas
capture and effluent treatment. Improvements in the quality of the receiving
waters (Rio Frio and Rio Oro rivers) with positive impacts on the aquatic biota.
A social program will address overall health conditions (including sexually
transmitted diseases and HIV/AIDS) and employment among the poorest
youth.

Improved electricity service in the town of La Esperanza (about 10,000
inhabitants). As a result of the project, 60 households and 200 people now
have electricity. A $12,000 contribution was made to electrify San Fernando
Community, a town of 450 people. To date 148 people have been employed
in the construction phase alone (the target was 70) and at least 20 more will
be employed during the operational phase. Afforest and reforest land in the
project area and in the water basin, planting at least 25,000 seedlings each
year through 2012,

Personal accident insurance and health insurance to cover workers at Flyash-
Lime-Gypsum (FalL-G) sites backed by carbon revenue. Health risks will be
mitigated by the reduced air pollution compared with areas where traditional
kilns are used.

Joint bank account for women. Possible life and health insurance against
work related injuries and hospitalization due to accidents or illness with the
premiums (or part) being paid by the fund under group insurance schemes
now available for the rural poor. It is predicted that approximately 40 people
would be insured at each site. Hand pumps for clean drinking water, a day
care for children under five and community stoves are other benefits.

Improved heating service, increased number of days buildings are heated, and
a decrease in the per unit cost of heat production. Heating improvements and
energy efficiency increase will have a positive impact on Moldovan forests,
which currently supply the fuelwood.

Improvement of the health conditions through significant reduction in kitchen
smoke reduced drudgery of women and children, and reduced incidence of
smoke related diseases. Cleaner household environment and better sanitation
due to construction and connection of latrines to biogas plants; increased
enrollment in schools. Creation of approximately 12,000 jobs for the rural poor.
Reduced firewood consumption saving roughly 2,600 kilograms of firewood
per household annually.

Reliable electricity including installation of street lighting. Construction of a
new one kilometer asphalt access road starting from the State Government
Housing Estate to the local community road behind the power plant.
Construction of a Clinic/Health Centre that will be staffed with one medical
doctor and one senior nurse on the GPAL payroll. A Nursery and Primary
School for up to 200 students will be constructed.

A trash rack cleaner will be installed in the irrigation canal to help clean the
water used for agriculture purposes. During construction 125 direct new

jobs will be created. During operation 15 new jobs will be created. Other
community benefits include a new fence for the school, two new classrooms,
a computer room (with 10 computers), and a community center for La Merced.

CARBON FINANCE FOR SUSTAINABLE DEVELOPMENT m 37

CDCF Contract
ERs (tCO2e)

131,000

250,000

310,000

600,000

396,053

348,502

1,000,000

1,145,000

88,300

0
o
3
3
S
3,
O
1]
<
o
(-]
k-]
3
[1]
=
-
0
[
=
-3
o
=
m
[
=
[-3



pung uogJes juawdojanag Ajunwwo)

CDCEF Portfolio Status continued

Country/Project
Name

Project Description

Community Benefits

Emission Reductions Purchase Agreements Signed

10

Proj
1Al

12

13

14

15

Philippines: Laguna
De Bay Watershed
Community Carbon
project

Cambodia: National
Biodigestor
Program

China: Guangrun
Hydropower
Development
Project

Guyana:
Skeldon Sugar
Modernization
Project

India: Gypcrete
project

India: Karnataka
Municipal

Water Pumping
Improvements

Mitigate greenhouse gas
emissions through solid waste
and waste water management
small-scale projects in Laguna
de Bay watershed

Install 17,500 household
biodigesters in six provinces
in Cambodia to be used to
generate biogas for cooking
from pig and cattle dung

Construct and operate three
hydropower plants with total
capacity of 28 megawatts (10,
10, and 8 megawatts) on the
Guangrun River

Use bagasse as fuel to
provide a sugar factory with
high thermal efficiency and
export excess electricity to the
national grid

Mass production of an
alternative building material
to replace clay bricks by
recycling by-product waste

Reduce the energy required
for water service delivery in six
municipalities in the State of
Karnataka in Southern India

Reduced pollution in rivers and lakes from better wastewater and solid waste
management. There is currently no waste water treatment system and limited
treatment of pig farm and industrial waste.

ects Under Negotiation (indicative contract volumes)

17,500 families will directly benefit from sustainable domestic energy for
cooking at very low costs; reduction of workload of women and children

in gathering firewood; improved family health from better air quality, better
sanitation from the construction of latrines and improved surface water quality;
higher agicultural yields from using superior bio-slurry as organic fertilizer;

and the creation of employment in rural areas for laborers, supervisors

for construction, supply of materials and components, maintenance and
marketing.

Twenty percent of carbon revenue will be earmarked for a poverty alleviation
fund to be used by the county government to reach its social development
objectives. Other benefits include increased water supply, upgraded flood
control and availability of water for 1,000 hectares of irrigated farmland.

Improved electrical service in the Berbice Region; at least 10 megawatts
of electricity produced by Guysuco provided to the national grid. Also, job
creation and improved economic activity.

The project will provide more affordable housing for the poor, through the
provision of housing kits and insurance coverage for worker houses; create
local employment; provide health insurance schemes to the workers and
their families; provide sanitation blocks for the entire community and provide
community halls.

Better management of water and energy resources by water utilities, improved
and expanded access to clean water, and more reliable water service to
consumers. Also, reduction in the time spent collecting water, a function
typically carried out by the women in a household.

CDCF Contract
ERs (tCO2e)

40,614

310,000

485,000

500,000

200,000

250,000




CDCF Portfolio Development

As of the end of August 2006, the CDCF
has 44 Project Idea Notes in its pipeline. Of
these, 15 have reached the pre-negotiation

Status of Project Development in the CDCF
(cumulative)

development stage, have a signed letter of o )
. . . Emission Reductions Purchase 10 §29 43
intent with the project developer and have a Agreements Signed and Active GO
carbon finance document on file. These 15 %
projects represent a total of six million tons of g
(@]
carbon dioxide equivalent valued at $42 g
il Ofth - ducti h Carbon Finance Documents | 6.0 o
million. ese, emission reductions purchase T 15 $42 | Meoe |
agreements have been signed for 10 projects by
for the purchase of 4.3 million tons of carbon %
dioxide equivalent at a value of $29 million.
Project Idea Notes 20.6
This essentially means that approximately Approved and Active = e k MtCO.e
33% ($42 million) of the initial capitalization of
the CDCF ($128.6 million) is at an advanced 1 1 1 1 1 1 1 1

stage of placement as of August 31. Over 75%
of the emission reductions from projects in the
present portfolio are envisaged to be generated
by 2012.

Active CDCF Portfolio—$42 Million

Geographic Distribution

The CDCEF portfolio is active over five regions of the World
Bank, with South Asia in the lead (40%) followed by Africa
(22%), Latin America (17 %), East Asia and Pacific (16%) and
Europe and Central Asia (5%). Significant inroads have been
made in priority countries, in particular in Africa, through the
efforts of the World Bank to address market development in
these countries.

South Asia: 40%

Africa: 22%

East Asia &
Pacific: 16%

Europe &
Central Asia: 5%

Latin America
& Caribbean: 17%

0 20 40 60 80 100 120 140 160

Number of projects Indicative contract value in US$ millions |

Note: The above figures exclude options purchases.

Technological Distribution

The CDCF portfolio covers a range of technologies that
are appropriate for the daily life of rural communities.
Biogas, bagasse-based cogeneration and supply side
energy efficiency projects are the most popular due to their
economic feasibility and substantial community benefits.

Bagasse: 9% Hydro: 14%

Biogas:

Waste
22% Management:
5%

Energy
Efficiency: 50%
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THE PHILIPPINES

Laguna de Bay Community Carbon Finance Project

With an aggregate area of 91,136 hectares and a shoreline of
220 kilometers, Laguna de Bay is the largest lake in the Philippines
and the second largest inland freshwater lake in Southeast Asia.

Laguna de Bay watershed is a priority watershed for environmental
sustainability goals because it contains 13% of the population of
the Philippines and the lake supports fisheries, recreation,
domestic water supply and provides aesthetic value for the many
small, historic towns in the area. The objective of the project is to
implement a set of small-scale waste management and reforest-
ation sub-projects in the watershed, which is heavily degraded
due to severe deforestation and ever-increasing environmental
pressures from more than 10 million people and thousands of in-
dustries that discharge largely untreated solid and liquid wastes.

Waste management sub-projects include waste technologies that
avoid methane emissions (composting and aerobic wastewater
treatment) and those that recover methane (landfill gas collection
and wastewater biogas system). These activities will improve waste
management practices in the region while reducing methane
emissions. Reforestation sub-projects include streambank rehab-
ilitation, upland reforestation and agro-forestry. They will increase
forest cover in the activity areas while reducing carbon dioxide
through its sequestration in the tree biomass during growth.
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Emission reductions from waste management activities will be
sold to the CDCF, and those from the reforestation sub-projects to
the BioCarbon Fund. An estimated initial volume of more than
90,000 tons of carbon dioxide equivalent per year from 15
projects over 10 years will be purchased, with additional projects
expected to be added to the purchase over time. This innovative
project is the first of its kind in the ASEAN Region.

These agreements are concrete proof of LLDA’s
ability to initiate actions called for by the Kyoto
Protocol. Although the scope of our work is
confined within the watershed, the reduction of
greenhouse gas emissions from these projects will
have global impacts because the atmosphere and
the air we breathe have no boundaries.

Casimiro Ynares lll
General Manager of Laguna Lake Development
Authority (LLDA), Project Developer



