Module:  Legal Contracts / Framework

Description:

As the PCF is piloting the implementation of the CDM and JI, it is negotiating the purchase of a new commodity called emission reductions.  In order to do so, the PCF is developing a set of legal documents (legal framework) that engages the various parties to the transaction, namely, the PCF on behalf of the Participants, the host country, and the project proponent.  

During the early stages of the project, the legal framework ensures that the host country does not object to the project so that further work to confirm the asset can be undertaken.  As well, the PCF may declare its intent to purchase emission reductions under specified terms.  

Once the asset is confirmed through the validation process (see project cycle), the PCF negotiates an emission reduction purchase agreement (ERPA).  The ERPA sets out the conditions for the purchase of emission reductions by the PCF including the price, in exchange for the rights, title and interest of some or all of the emission reductions that will be generated by the project from the project proponent.

As well, the legal framework must ensure that the emission reductions can be legally transferred to the PCF in accordance to the laws of the host country. 

Objective:


· To provide a description of the legal framework of carbon finance

· To identify the various legal contracts and their purpose


Reading Materials:

· Make link to: Chapter 5 of the Annual Report

· Make link to: Latvia Emission Reduction Purchase Agreement (Document Library)

Presentations: 

· Legal Issues for JI countries (Budapest presentation) - attached

· Legal Presentation for CDM countries (Kampala presentation) - attached

