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1. Introduction

The PCFplus Program supplementing the work of the PCF in the areas of Outreach and Capacity Building, Research and Training was initiated in November 2000. The objectives of the Program are to build capacity of host countries and  PCF participants, to enhance the operations and activities of the PCF and its partners, and to promote the market for and quality of GHG projects and emission reduction credits by reducing risks and transaction costs. 

The Program has evolved from its initial focus on the Outreach and Research components to a more balanced Program with Training activities having become an increasingly prominent part of the Program.  The success of PCFplus Training events is evidenced by the praise received through course evaluations  and the number of CDM and JI project ideas developed before, during and after the events.  In FY03, PCFplus also initiated training on institutional and governance issues to address a key constraint in the CDM/JI market.   

Implementation of PCFplus will be continued in Fiscal Year 2004 (July 1, 2003 – June 30, 2004) and will contribute to meeting the Programs’ objectives of building capacity of the host countries and other actors to implement CDM and JI projects. In particular, the Program will provide standardized and modular regional Training activities as well as  country specific capacity building efforts and prepare  country/sector wide baseline studies to strengthen the delivery of the Program objectives. The work carried out under the Research component will promote the market and enhance the operations and activities of the PCF and other CDM/JI project developers, in particular through the further  development of replicable baseline methodologies. 

A key development in FY2004 will be the close collaboration with and integration to the new Carbon Finance Assist Program of the World Bank. The CF Assist Program builds on early efforts of the World Bank  in capacity building in programs such as the NSS Program, CDM assist and PCFplus, and incorporates lessons learned to deliver high quality emission reductions through  instruments such as the Prototype Carbon Fund (PCF), the World Bank Netherlands Clean Development Facility and the design of other recently introduced funds (BioCarbon, Community Development Carbon Fund (CDCF)). With the sole purpose of addressing the host country’s needs to actively implement the Kyoto Protocol flexible mechanisms, the CF-assist Program will represent the World Bank’s  integrated capacity building effort  in carbon finance.  A full description of the CF -Assist Program is provided as a separate document.
2. Estimated budget

The PCFplus budget for FY04 uses investment income of Holding Trust Funds from Canada, Sweden and Deutsche Bank held and administered by the World Bank
. The estimated budget for the period July 2002 through June 2003 is summarized in Table 1. 

Table 1

	Component
	Indicative budget US$

	Outreach and capacity building
	615,000

	Research
	460,000

	Training
	560,000

	Total
	1,635,000


3. Outreach and Capacity Building Component

During FY03, 
six PCFplus Fellows worked with the PCF, including the first fellow from Asia (India). Two meetings of the Host Country Committee (HCC) were organized, one in conjunction with COP8 in Delhi and one in February 2003 in Washington, DC. Pursuant to a formal decision, the PCF Host Country Committee was transformed into a World Bank Carbon Finance HCC to provide guidance to all World Bank Carbon Finance products. New members of the Host Country Steering Committee were elected in February 2003, and  the number of Steering Committee members was increased to 12. The Steering Committee and  other regional representatives of the Host Countries will meet in June in Santiago, Chile, as a part of the PCF Annual Meetings. Finally, a capacity building effort was finally  initiated in Uganda after some delays to support among other things the capacity of the National Investment Authority to identify  and develop  CDM projects.

The PCFplus Outreach and Capacity Building work program for FY04 with an estimated total budget of  US$ 615,000 is described as follows:

· The PCFplus Fellowship Program will cover Fellows from 7-8 countries. So far the following Fellowships have been tentatively planned:

1. Ndiye Sheikh Sylla, member of the Executive Board, Senegal, July 1 to August 15

2. Juan Alberto Gracia Díaz, Instituto Colombiano de Normas Tecnicas (prospective CDM operational entity) July-August timeframe + 1-2 months with e.g. Det Norske Veritas or the International Emissions Trading Association

3. Bwango Apuuli, Uganda, 14 July – 14 October

4. Mamadou Honadia, Burkina Faso, 1 September - 28 November

5. Juan Pedro Searle,  HCC Chairman, Chile, 2 one-month periods around October 2003 and March 2004
6. 2-3 other Fellows (at least one from Asia and one from Economies in Transition)

· Host Country Committee (HCC) meetings, Host Country Steering Committee
 meetings and consultations between the PCF management unit and the Host Country Committee Chairman. Planned meetings include:

· The annual meeting of the full HCC will be held in conjunction with PCF/World Bank Carbon Finance Annual Meetings (in June 2004).

· One separate Steering Committee meeting will be held in FY04. 

· A special consultation meeting of Host Countries organized in conjunction with the 9th Conference of the Parties to the Climate Convention in Milan, Italy, in December. Exact theme is to be decided, but could include state and potential of CDM market, prices and market intelligence. PCFplus management will seek to include PCF Participants in the consultation.

· Country specific targeted capacity building effort:  During the negotiation which led to the signing of the Emissions Reduction Purchase Agreement for the West Nile Hydropower Project, the Ugandans requested additional assistance to enable them to fully participate in the carbon market.   In FY03, an agreement was reached with the Government of Uganda,  to assist in the development of a legal framework to enable CDM activities and permit the sale of emission reductions, to operationalize the designated national authority,  and to build the capacity of the local private sector (in particular the Ugandan Investment Authority) to enable them to promote CDM investments for  Uganda.  This work will be closely coordinated with the capacity building program to be delivered by the UNEP CDM Capacity Development Project.  In FY03, a training workshop was delivered (in May 2003) on an introduction to carbon finance for  the Ugandan Investment Authority, and work was initiated to develop a marketing strategy for CDM investments.  In FY04, activities will focus on the development of a legal framework, and the training on baseline and monitoring methodologies.  
· Country specific targeted capacity building effort: In FY04, the PCPplus Program will explore  the  possibility to move to “1st Track JI”, “project based emission trading” or similar procedure with a Host Country to be identified.  This would entail the development of  a plan / paper that would spell out for the Host Country what such procedures may mean for them in terms of strategy, policy and methodology. The aim would also be to identify for the Host Country a number of suitable projects. An event for other interested JI countries may be organized during the year. 

· Capacity Development in Africa: In FY04, the PCFplus Program will provide five weeks equivalent staff time and overhead costs of Mr. Christophe de Gouvello in order to:   (1) develolp a  regulatory framework for CDM projects and (2)  to contribute to the development of the collaboration between the Carbon Finance Unit and the World Bank Africa Energy Department with the objective of developing  CDM projects in Africa. 

· Ad hoc consultations and outreach materials in conjunction to directly relevant World Bank activities as well as other climate change workshops and events. 

· Eight weeks equivalent of Mr. Väyrynen’s staff time, and benefits are covered for general management of the Program. Budget allocation US$25,000. Other World Bank staff time, travel and overhead costs, miscellaneous costs. 

4. Research component

During FY03, six studies were completed and posted on the PCF website as follows: “Methane emissions from woodwaste stockpiles”, the second “Market Intelligence Study”, “Streamlining procedures for small-scale CDM projects”, “Sectoral baseline: the El Salvador case”, “Control-group methodology for baselines”, and “commoditization of the carbon market”.  PCFplus Research also contributed to a workshop on the “legal implications of the CDM for host countries”, held in Washington DC January 23-24.

In addition, five studies have been initiated and should be completed in FY04: improvement of the baselining tool in the RETScreen model; three carbon finance chapter in a LFG-to-energy project handbook developed under ESMAP for Latin America;  improvement of the model estimating methane emissions from woodwaste stockpiles; revision of validation manual; and inventory of small-scale methane projects in central America.  All these studies were allocated to the  PCFplus Research budget for FY03..

For FY04, PCFplus Research work program and total budget allocation of US$460,000 will consist of:

· New research projects:

· Market Intelligence Study III 

· Impact of Carbon Finance on Projects 

· Prospects and potential for the CDM in the Kyoto Period

· Legal issues related to JI and CDM, workshop and book preparation

· Reserve for other studies to be elaborated during FY04. That reserve might encompass:

· One study on the evaluation of non-carbon environmental benefits and social benefits of projects;

· One study on leakage associated with small-scale LULUCF projects, and how to streamline their assessment;

· If  new methodological insights can be gained, a second country-level electricity grid baseline.

· The Research component is managed by Franck Lecocq, economist with the World Bank’s De​velop​ment Economics Research Group. 

· World Bank staff time and travel incurred in the general management of the PCFplus Research component and in the management and supervision of specific studies.

All of the above reserves should be allocated during FY03 along the following principles:

· Build on PCF or other CDM/JI projects.  The integration of  real world projects experience is the key comparative advantage of PCFplus Research over parallel research programs on JI/CDM.

· The breakdown should be about 60% for research Area 1, 10% for Area 2 and 30% for Area 3. 

· Timely response to emerging business needs as identified by the Carbon Finance Business Unit. 
· Avoidance of duplication with research done by other organizations.

5. Training component

The PCF plus Training Program, which is delivered in partnership with the World Bank Institute, seeks to build the capacity of the private sector in developing countries and countries with economies in transition to design CDM/JI projects that will facilitate foreign investments;  to strengthen public institutions in developing countries and countries with economies in transition to facilitate climate-friendly investments;  and to enhance the capacity of intermediaries to prepare small-scale carbon projects, consistent with the procedures for small-scale CDM project activities under the UNFCCC.  The PCF plus Training Program complements the PCF’s first-of-kind strategy to enable private sector entities to deliver high quality emission reductions.  Since the inception of the program in May 2001, significant efforts were made to lay the foundation by developing training materials on carbon finance and project formulation, carrying out regional training activities in cooperation with national CDM or JI Offices, initiating training partnerships, and disseminating lessons learned from the PCF and other World Bank Carbon Funds.  

During the past year (as of end of May  2003), twelve  training events were held, including three  in Africa, five events in Latin America,  three in Asia and one in Eastern Europe.  The workshops were attended by 712 public and private sector officials from 30 countries for a total of about 2400  training days, or almost three times the FY03 total.  One major focus of training continues to be on CDM/JI project formulation.  The training program has proven to be a good vehicle to identify potential projects that could be eligible for carbon finance:  through training events, the PCF has reviewed more than one hundred project ideas, received twenty duly completed project idea notes, and has retained ten projects for further consideration.   As part of its work, the program also delivered training on baseline methodologies, and on JI and CDM governance issues, the latter  for Asian countries in cooperation with the UNDP, to overcome the significant institutional barriers that host countries face if they wish to fully participate in the carbon market.   

In FY04, the PCF plus training program will continue to respond to training needs identified by the Fund Management Unit and PCF governing bodies. The Training Program will also work closely with the newly established CF-Assist Program, which seeks to consolidate the Bank’s capacity building programs related to carbon finance.  This integration is expected to enhance the impact of capacity building initiatives by ensuring a sustained relationship with host countries and building capacity over time through training, strategies to implement efficient designated national authorities, and activities related to portfolio and project development, with the ultimate objective of bringing deals to the market. 

The PCFplus Training work program for FY04 has an estimated total budget of  US$ 560,000 and is described in detail as follows.  Although all efforts will be made to deliver on planned activities, the program is indicative in nature and subject to 

 In FY04, the PCF plus Training Program will deliver three project formulation workshops in regions that have yet to receive such training as follows:  

· Southeast Asia Forum on Greenhouse Gas Mitigation, Market Mechanisms and Sustainable Development (for Philippines, Indonesia, Malaysia, Thailand and Vietnam) 

· CDM Project Formulation Workshop for Central Asia 

· CDM Project Formulation Workshop (India) 

In addition, a Land Use and Forestry project workshop will be organized for JI countries. 

Training Program will also explore the possibility of organizing negotiation skill training for CDM/JI project developers and relevant government officials.

In those countries which have the potential to deliver a large pool of assets to the market, the PCF plus Training Program will work with local partners to enhance local capacity.  As face-to-face workshops have already taken place in these some of these countries, the training will primarily be done through distance learning courses and focused on technical issues.   Two such events are anticipated:
· Distance Learning Course on Baseline Methodologies and Monitoring (Brazil)  

· Distance Learning Course on Baseline Methodologies and Monitoring (Mexico/ Peru)

Consistent with the need to bring carbon finance to small countries and poorer areas, the PCF plus Training Program will also seek to build the expertise of financial intermediaries and enhance the development of efficient institutional The Program will hold two such events in FY04:
· Introduction to Carbon Finance/ Meeting on Efficient CDM Operations for Anglophone Africa 

· Introduction to Carbon Finance/ Meeting on Efficient CDM Operations for Francophone Africa 

In addition, PCF plus will cover the following costs to be able to deliver the Training Program:  

· The Training component is managed by World Bank Institute climate change Senior Training Specialist Charles Cormier with the help of a Junior Training Specialist. Salaries and benefits of Mr. Cormier are paid from the Canadian PCF Holding Trust Fund interest income. World Bank Institute provides the overhead costs of the office space, technical support and infrastructure for his position. 

· Salaries and benefits of World Bank Institute junior climate change training specialist 
· World Bank staff time and travel costs, miscellaneous costs. Key resources persons in PCFplus Training events typically include PCF staff.  Budget allocation US$ 75,000.

· Basic training to PCFplus Fellows and PCF project task teams. No PCFplus funds will be used for the training to project task teams. 

6. General management of the Program and the Advisory Committee
PCFplus is supervised by PCF Senior Manager Ken Newcombe and managed by Jari Väyrynen of the World Bank Carbon Finance Unit team. 

The Program will continue to explore opportunities to enter into partner​ship and cooperation with other entities and to collaborate on and co-sponsor specific activities (examples of this have been various Training events and the Research project co-sponsored with RetScreen; see FY03 progress report for more details). 

PCFplus web pages will be developed and updated. With the exception of some market intelligence data, all results and outputs of PCFplus, including Research activities, will be made publicly available on the website. 

The PCFplus Advisory Committee is expected to review and establish priorities for the overall program.  The Advisory Committee now includes representatives of the Governments of Canada, Finland and Sweden and of Deutsche Bank and PCF host countries. Its membership was recently updated to include more host country representation in order to increase its independence from World Bank staff and to strengthen its role in providing guidance. Host country members were  selected from the Host Country Steering Committee. 

PCFplus Advisory Committee will met in June 2003 in conjunction with PCF Annual Meetings. A second meeting may be convened at the discretion of the PCF Senior Manager. Host Country Steering Committee members are also members of the PCFplus Advisory Committee. 













� In addition to the original PCFplus contributions from the PCF Trust Funds of Canada, Sweden and Finland,  Deutsche Bank agreed to use the interest income accrued on its US$ 5 million contribution to the PCF for  PCFplus activities. A trust fund arrangement was set up in the spring of 2002 for the Deutsche Bank contribution. The Government of Finland will start to provide funding for PCFplus through a similar trust fund arrangement during Fiscal Year 2004.


� In June 2001 the Host Country adopted a Resolution to establish a Host Country Steering Committee. The purpose of this Committee is to maintain and promote the efficiency of the Host Country Committee and to reduce the costs related to the growing number of Host Country Committee members.


� Area 1: Nuts and bolts issues of project design and implementation; Area 2: The market for emissions reductions; Area 3: CDM and sustainable development.
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