PCF IMPLEMENTATION NOTE Number 9

Managing the PCF’s Knowledge Asset

This note arises from a commitment made during the Second Annual Participants meeting in June, 2001, that the Fund Manager would present a comprehensive policy and strategy paper on PCF Knowledge Asset Management (KAM) to the February meeting of the PC (or full meeting of Participants, as is now the case).  It has been revised following review of a similar draft by Participant Committee members and Participants observing the Participants Committee meeting on October 27th in Marrakech. 

This note was finally considered and approved by the Participants at its February 2002 meetings in Paris.

Legal Obligations and Participant Commitments

A discussion on strategy must begin with a review of the  legal Instrument that establishes the PCF. 
 
First is the fundamental objective of the PCF to provide learning-by-doing instrument, both for Parties as they negotiate the rules of the game for the CDM and JI project-based mechanisms, and for other stakeholders as they seek to understand how to achieve, and benefit from, environmentally credible emissions reductions while preserving incentives for private sector involvement  that is key to climate mitigation on a significant global scale. This commitment to knowledge and information sharing from learning by doing is reflected in the following provisions in the Legal Instrument. 

The generation of knowledge is among the three strategic objectives of IBRD in establishing the Fund (Recitals (B): “second, to share with the Parties to the United Nations Framework Convention on Climate Change and other interested parties knowledge gained by the Trustee and Participants in the course of the Fund’s operations during the period when the guidelines, modalities and procedures that will govern project-based Emission Reduction transactions are being negotiated”

The strategic objective is mirrored in the Operational Principles of the Fund (Section 3.1):  “Section 3.1.
Operational Principles […] (iii) to disseminate broadly the knowledge gained by the Trustee in the development of the Fund and the implementation of Projects.”

To ensure that PCF host countries can benefit from the knowledge generated by PCF operations, Section 7.2 (e) which describes the powers of the Host Country Committee says as follows: “The Host Country Committee shall have the following powers: […] providing advice to the Trustee on the development and improvement of vehicles for the dissemination of the knowledge gained by it in the development of the Fund and the implementation of Projects.”

The Fund Management Committee also is to “(vi) supervise[s] the knowledge-sharing activities of the Fund in furtherance of the Fund’s knowledge dissemination principle set forth in Section 3.1(iii) of this Instrument.” (Section 8.7.);…while the Fund Management Unit collects organizes, manages and disseminates “the knowledge and information obtained by the Trustee in the course of its operation of the Fund.” (Section 8.8)

In addition to PCF specific commitments to knowledge-sharing embraced as objectives and specific undertakings of PCF and its Participants, the PCF is subject to information disclosure policies of the World Bank Group and the UNFCCC and its Kyoto Protocol
. These provisions of the Instrument are cited here below.

“Section 3.4.
Compliance with World Bank Group Operational Policies and Procedures.  The operations of the Fund shall comply with the World Bank Group Operational Policies and Procedures, except to the extent that such operational policies and procedures may be inconsistent with the guidelines, modalities and procedures adopted by the Parties to the UNFCCC regarding the procurement of services by Independent Third Parties, in which case the latter shall govern.”

Despite the strong commitment by PCF to knowledge sharing with the public in line with its global public good nature, and legal and moral obligations as the first global carbon fund, many opportunities exist to create competitive advantage for PCF Participants as a right and privilege of their participation. These tend to fall into three categories: exclusive access, differentiated access to knowledge in time or quality, and specific knowledge-sharing and capacity building activities available exclusively to PCF shareholders.
PCF Knowledge Exclusively Available to PCF Participants

The following documents are available only to PCF participants with the obvious exception of the project sponsors and Government counterparts in each transaction.

	Documents
	Description
	How to Access

	Pipeline and Portfolio Development Matrix
	Updated every two-three months.
	Private Domain designated area

	PCF Participants Report
	Completed and circulated to Participants in mid-December and mid-May each year.
	By email circulation and on Private Domain of Web-site

	PCF On-Line Data Base
	“New”. Coming by May, 2002. Exclusive access by  Participants to complete data base of PCF operations cleared by PC. Data includes costs by phase and specific components, Bank/IFC project appraisal and supervision reports, and outcomes of all verification and certification activities.
	Available on line to PCF participants with use of passwords.

	Letters of Intent
	These are issued to most potential sellers of carbon. They specify purchase price and volume undertakings in return for exclusivity for PCF  to negotiate for purchase of  the entire carbon asset .
	Private Domain of PCF Web Site. In specific project discussion groups.

	Letters of Endorsement or “No-Objection”
	Government issued letters indicating agreement to facilitate PCF’s carbon purchase under agreed terms.
	Private domain discussions groups.

	Project Concept Notes: Only produced for projects seriously considered for carbon finance
	 They are never made public. They are substantial technical documents providing valuable insights on what constitutes a cost-effective high quality carbon asset. Information on financial structuring and risks is provided in PCNs which are not available in Project Design Documents. Available several months in advance of Project Design Document.
	Private Domain discussion groups. Circulated to PCF Participants before Participants Committee Review if FMU and FMC agrees. 

	Term Sheets, Draft Legal Agreements
	PCF FMU places draft terms sheets in discussion groups in the private domain of the PCF web-site at pre-negotiations stage (before formal pre-negotiations workshops, and/or just prior to negotiations when terms sheets are circulated for clearance by the PCF FMC).
	Private Domain of the PCF Web-Site in Discussion Areas for specific projects. 

	Final Carbon Purchase Agreement 
	After formal negotiations, agreement on ERPAs and country agreement documents is minuted. These agreements are then submitted to the PCF FMC for clearance and then to Bank or IFC management, and clients, for signature. When documents are agreed or at signature, the FMU may make available to the public,  ONLY the basic terms of the purchase, such as volume of ERs purchased and the dollar value of the purchase. The contracts themselves and detailed schedules shall not be released to the public. Drafts that have been negotiated but not signed pending clearances internally and by counterparty management shall also be posted in the private domain.
	Private domain project discussion areas.

	Project Supervision Reports
	 Reviews technical status of underlying project implementation and status of monitoring and evaluation (availability subject to change in Bank Group information disclosure policy) 
	Private domain project discussion areas. 

	Initial Verification Reports
	This is a unique PCF document with no parallel in the CDM or JI decision text to date. It is provided by an independent third party which assesses the preparedness of the data collection and management system to confirm to the requirements of the MVP.
	Private domain project discussion areas.

	Market Intelligence
	Carbon market intelligence is commissioned by PCF funded by PCF+. By agreement with the contractors, this information is only available to Participants (and in this case Host Country Committee Members, too).
	Private Domain of web site. Summary notes are made public by contractors and PCF.


Differentiated Access to PCF Knowledge 

Time-differentiated knowledge advantage: Participants know about and have access to information on PCF transactions , PCF research and development, market-intelligence and lessons learned of a commercially potent nature, well ahead of non-Participants. 

Quality-differentiated knowledge advantage: There is a substantial qualitative difference between making information available to the public and having full access to PCF staff  to explain its purpose and content, and underlying issues. This advantage is particularly meaningful in an emerging market where the regulatory framework is complex, policy and rules are rapidly evolving, and good practice and solid cost data are elusive and not widely-shared. Even though other non-Participant companies may eventually be able to obtain PCF documentation on specific deals, they are have limited insight and no access to “interpretation” services of the PCF FMU.   

Documentation on which Participants enjoy time and or quality of access differentiated advantage are as follows: 

	Documents
	How Access is Differentiated Between PCF Participants and Others
	Participant Access

	Annual Business Plans and Budgets
	Available to the public but not widely circulated. Available in draft for months before becoming public documents.
	PCF web site and printed for PCF Participants review

	Semi-Annual Report to the Executive Directors of the World Bank on PCF Implementation
	Made in March-April and October-November each year. Available to the Executive Directors and at their discretion, to their constituencies. Not a public document. Made directly available only to PCF Participants and Host Country Committee members.
	Circulated by email and posted in private domain of the PCF web-site.

	Project Idea Notes: those under current review or in PCF Archives
	PINs are only made public when and if endorsed by Governments. Many PINs are never endorsed by Government and in most cases PINs are under review for months before Government Letters of Endorsement are provided
	Public and Private Domains of PCF web site depending on status of Government endorsement.

	Baseline Study, Monitoring Plans 
	Made available for stakeholder review as per the requirements of  the decision text arising from Kyoto Protocol negotiations at CoP7. 
	Posted on public domain project discussion groups.

	Environmental and Social Assessment Reports
	Made available as part of the documentation provided to stakeholders in accordance with CoP7 decision text. 
	Posted on public domain project discussion groups.

	Validation Reports
	These are the formal reports issued by Validators for PCF projects based on the submitted baseline study, MVP, environmental assessments and stakeholder consultation documentation. Only available to public once UNFCCC entity registers the project.
	Private domain project discussion groups until formally registered with UNFCCC body.

	Project Design Document
	PDDs are required by UNFCCC and content is specified in current decision text. These are made publicly available for comment during validation and updated subsequently for final submission to the UNFCCC body – Executive Board or A6SC – with the final Validation Opinion. Participants may request explanation on content.
	PCF public web site. Probably UNFCCC we site in future.

	Basic parameters of ERPAs negotiated 
	After formal negotiations, agreement on ERPAs and country agreement documents is minuted. These agreements are then submitted to the PCF FMC for clearance and then to Bank or IFC management, and clients, for signature. When documents are signed, the FMU will make available to the public, perhaps in a press release, ONLY the basic terms of the purchase, such as volume of ERs purchased and the dollar value of the purchase. The contracts themselves and detailed schedules shall not be released to the public. 
	Private Domain  project discussion areas until negotiated and then basic parameters of the deal as press releases and on the public domain of the web site.

	Verification Reports, Certification of ERs and Distribution Agreements
	Made available to PCF Participants as soon as they are issued. It is assumed that these reports will be available through the UNFCCC CDM Executive Board or JI Supervisory Committee(A6SC)  in due course.   PCF participants will have a substantial  time advantage.
	Private Domain  project discussion areas. Publicly available on CDM and JI websites of UNFCCC when ERs are allocated to registries periodically.


Creating Competitive Advantage for PCF Participants

A Participant representative recently noted that knowledge is like an option in that its value expires with time. To enjoy competitive advantage from PCF derived knowledge, Participants must participate actively in the knowledge sharing services offered. The following table outlines opportunities currently open to shareholders to help them take full advantage of the unique knowledge asset that they have helped create through their participation in PCF.

	Option
	Description and Availability
	Level of Participant Subscription

	Corporate and Government Agency located Workshops, Seminars and Training Programs
	PCF FMU is dedicated to respond quickly and fully to any request by PCF Participants to address senior managements, Boards, corporate strategy groups, or to train staff in carbon asset creation and management at the company or government agency’s locations.
	RWE, the Dutch Ministry of Environment, all Japanese Participants as a group, and most Nordic Participants as a group have taken advantage of this offer to varying degrees.. Workshops and training sessions are up to  two days in length. Sessions for NorksHydro, Statoil, Fortum and Governments of Norway and Finland were held in January, 2002.

	Specialized Workshops and Seminars at PCF Meetings
	PCF FMU has structured annual and semi-annual PCF meetings to allow for briefings and training on lessons learned and technical aspects of carbon asset creation and management.
	Any Participant attending the meetings can take advantage of these sessions.

	PCF Participant Fellowships
	Opportunity for Participants’ staff to work alongside FMU on their own carbon business development priorities and to gain good insight into carbon purchase transactions. 
	Gas de France, Mitsubishi, Statoil, Government of Finland and Rabobank have participated in this program for weeks to months in duration. Kyushu, Deutsche Bank and RWE fellowships are pending.

	PCF Long Term Staff  Secondments
	PCF FMU is prepared to take on additional core team staff members on secondment from Participants so long as skills and experience broadly fit FMU requirements. Based on a partnership with the Banks’ Staff Exchange Program, costs are shared on a case by case basis between the Bank/SEP, PCF and the Participant. Terms vary from 1-3 years. Salary and conditions are those of regular Bank employees.
	Government of Finland and TEPCO have secondees currently, and TEPCO, Rabobank and Mitsubishi will have two year extendable assignments starting in January, February and April, 2002.

	Parallel Carbon Purchase Arrangements
	PCF FMU will facilitate parallel carbon purchase arrangements for PCF participants in PCF carbon purchase transactions. FMU alerts shareholders of these options at PCN stage. If FMU is to place Participants own carbon finance, whether alongside a PCF deal or separately, a fee for service contract is arranged. If the Participant handles carbon finance directly with seller, no fee is charged.
	For example, Mitsubishi has negotiated with HGV for a carbon purchase in parallel with PCF in the Chile Chacabuquito project. Others have expressed interest in such arrangements. The FMU has no direct involvement in these parallel carbon purchase transaction and simply introduces the Participant to the project sponsor and ensures that other PCF Participants interests are protected in the final agreement. All information on the PCF transaction and the projects carbon asset is available to the Participant. 

	Pre-negotiations workshops and PCF+ training 

	Participants are invited to attend PCF pre-negotiations workshops and special PCF+ training activities. Participants get first rights of refusal over other agencies and no non-Participant companies are invited to such  events.
	Between the Latvia, Szentedre and Uganda events, 6 Participants have attended (GdF, Electrabel, Sweden, Dutch, Canada, Chubu). Other events are being planned for 2002.

	Participation in Project-based  missions
	Participants are invited to participate in project preparation, appraisal, negotiations, and supervision missions at their expense as members of the task teams.
	No Participant has taken advantage of this option so far. However, the opportunity is also only now expanding rapidly. And arrangements have been made for certain  Participants to participate in missions in Romania in February, 2002.

	Presenting Projects to PCF
	Participants are invited to submit projects to PCF that might fit he PCF portfolio and meet other selection criteria.
	BP and GdF have submitted projects which remain under review. Electrabel is a shareholder in the parent company in the Chile project.

	Support for Public Relations Efforts and Speaking Engagements of Participants
	PCF FMU provides background briefings on PCF per se and makes a good faith effort to locate other materials for Participants on carbon asset creation and trade.
	Information has been provided to many Participants of this nature. Statoil, Rabobank, GdF, RWE are amongst them. 

	On-line Help
	The FMU offers the equivalent of a help desk service for PCF Participants responding to questions on all aspects of the carbon business. 
	Many Participants take advantage of this service. At least one substantive question a week is answered by PCF staff.
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� See: International Bank for Reconstruction and Development, Instrument Establishing the Prototype Carbon Fund, (Washington DC, 2000).


� For the benefit of Participants, a separate note summarizing current World Bank disclosure policies is being prepared for information and will be posted on the web-site fore reference and made available in the Paris meeting.
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