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Negotiations on market mechanisms in COP22

» The SBSTA considered possible works towards 2018 and Parties
engaged in a productive exchange of views

> Parties are invited to submit their views on the matters related to
each agenda sub items by March 17t 2017. specifically on:

« the elements to be addressed, incl. their operationalization
« overarching issues

 relationships between matters under Article 6 and other
provisions of the PA

» “a round-table discussion among Parties” is held in conjunction
with the SBSTA46 in May 2017




The Joint Crediting Mechanism

» Facilitating diffusion of leading low carbon technologies through contributions from Japan and evaluating realized GHG h
emission reductions or removals in a quantitative manner to use them for achieving Japan’s emission reduction target.

» Japan will address the high initial cost barrier of introducing advanced low-carbon technologies in developing countries
through the JCM (GoJ implements several supporting schemes)
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JCM Partner Countries

» Japan has held consultations for the JCM with developing countries since 2011 and has established
the JCM with Mongolia, Bangladesh, Ethiopia, Kenya, Maldives, Viet Nam, Lao PDR, Indonesia, Costa
Rica, Palau, Cambodia, Mexico, Saudi Arabia, Chile, Myanmar, Thailand and the Philippines.

Bangladesh Ethiopia

Jan. 8, 2013 Mar. 19, 2013 May 27, 2013 Jun. 12,2013 Jun. 29, 2013 Jul. 2, 2013
(Ulaanbaatar) (Dhaka) (Addis Ababa) (Nairobi) (Okinawa) (Hanoi)

Lao PDR Indonesia Costa Rica Palau Cambodia Mexico
Aug. 7, 2013 Aug. 26, 2013 Dec. 9, 2013 Jan. 13,2014 Apr. 11,2014 Jul. 25,2014
(Vientiane) (Jakarta) (Tokyo) (Ngerulmud) (Phnom Penh) (Mexico City)

L —
Saudi Arabia Chile Thailand the Philippines
May 13, 2015 May 26, 2015 Sep. 16, 2015 Nov. 19, 2015 Jan. 12, 2017

(Santiago) (Nay Pyi Taw) (Tokyo) (Manila) 4




Progress of the JCM in each partner country as of Feb 13 2017

g santon | e | Mo csered | Mo sl | gt d emorirton
Mongolia Jan 2013 4 2 _l- 3 5
Bangladesh Mar 2013 3 1 6
Ethiopia May 2013 2 1 2
Kenya Jun 2013 2 1 3
Maldives ndla | 2 T I 3
Viet Nam Jul 2013 5 4 6 17
Lao PDR Aug 2013 2 1 2
Indonesia Aug 2013 6 7 12 27
Costa Rica Dec 2013 1 i | 2
Palau Apr 2014 4 3 1 3
Cambodia Apr 2014_r 2 5
Mexico Jul 2014 1 2
SaudiArabia | May2015 | 1 . L | 1
Chile May 2015 1 1
Myanmar | Sep 2015 1 | 5
Thailand Nov 2015 2 2 21
Philippines Jan 2017
Total 17 39 16 31 105 5

Days taken in each steps of JCM project cycle (comparison to the CDM)

Days
JCM CDM

Steps in the project cycle

From start of public comments/inputs for methodology
to approval of methodology

ﬂ days1 288 days2

From start of public comments/inputs for project
to request for registration

ﬂ days1 ﬁ days3

From request for registration

ﬂ days1 9_5 days3

to registration

From request for credit issuance
to decision of credit issuance

H days1 85 days4

Source: !JCM website
2 CDM pipeline (UNEP RISO)
3 |GES CDM Project Database
4 IGES CDM Monitoring and Issuance Database
(As of Nov 24t 2016) 6




[[ Statement by Prime Minister Shinzo Abe at the COP21 (Excerpt) ]]

PARIS2015

COMFERENCE DES MATIONS UNIES
SUR LES CHANGEMENTS CLIMATIQUES

COP21-CMP11

The second component of Japan’s new set of contribution is innovation. The
key to acting against climate change without sacrificing economic growth is the
development of innovative technologies. To illustrate, there are technologies to
produce, store and transport hydrogen towards realizing CO2—free societies, and
a next-generation battery to enable an electric car to run 5 times longer than the
current level. By next spring Japan will formulate the “Energy and Environment
Innovation Strategy.” Prospective focused areas will be identified and research
and development on them will be strengthened. (snip)

In addition, many of the advanced low-carbon technologies do not generally
promise investment-return to developing countries. Japan will, while lowering
burdens of those countries, promote diffusion of advanced low carbon
technologies particularly through implementation of the JCM.

[[ Contributions from Japan

Japanese
government
& entities

Japan will acquire a
part of JCM credits
(in return to the

financial support)

Incentivize selecting
low-carbon technologies
by the financial support
to initial cost

SuoIlONpPaJ UoISsiwg

Conventional equipment & facility Low-carbon equipment & facility




JCM Financing programme by MOEJ (FY2013~2016) as of February 13, 2017

Thailand (21 projects) :
QOEnergy Saving at Convenience Store

O1.0MW Solar PV on Factory Rooftop

Mongolia (4 projects) :
OHeat Only Boiler (HOB)**

OUpgrading Air-saving Loom OCentrifugal Chiller & Compressor
OCo-Generation in Motorcycle Factory ~ OCentrifugal Chiller in Tire Factory
OAir Conditioning System & Chiller ORefrigeration System

OIon Exchange Membrane Electrolyzer OChilled Water Supply System
OLED Lighting to Sales Stores
(OCo-generation System ORefrigerator and Evaporator
O1.5MW Solar PV and EMS in Paint Factory O3.4MW Solar PV
OHeat Recovery Heat Pump O5MW Floating Solar PV O27MW Solar PV
OBoiler System in Rubber Belt Plant ~ OAir-conditioning Control System

O12MW Waste Heat Recovery in Cement Plant

O10MW Solar PV

02.1MW Solar PV in Farm
O8.3MW Solar PV in Farm

Viet Nam (13 projects) :
ODigital Tachographs*
OAir-conditioning in Hotel

OAmorphous transformers*
OAir-conditioning.in_Lens Factory

O320kW Solar PV in Shopping Mall

OElectricity Kiln
= | OEnergy saving Equipment in Lens Factory

Bangladesh (6 projects) :

OCentrifugal Chiller OLoom at Weaving Factory

O320kW PV-diesel Hybrid System O50MW Solar PV Power Plant

OCentrifugal Chiller OAir-conditioning system
-

Myanmar (5 projects) :

O700kW Waste to Energy Plant

OBrewing Systems to Beer Factory

OOnce-through Boiler in Instant Noodle Factory

O1.8MW Rice Husk Power Generation

ORefrigeration System in Logistics Center \.
3 |
Saudi Arabia (1 project) : % - \';
OElectorolyzer in Chlorine f '
Production Plant J

Ethiopia (1 project) :
OBiomass CHP Plant 4

Kenya (2 projects) :
D6MW Hydropower Generation
O1MW Solar PV at Salt Factory

"OHigh Efficiency Water Pumps

OAmorphous transformers 3

OEnergy Saving Equipment in Wire Production Factory

1 e i

Laos (1 project) : -
®REDD+ through controlling .
slush-and-burn !

Mexico (2 projects) :

O4.8MW Power Generation with Methane
Gas Recovery System

OOnce-through Boiler and Fuel Switching

Palau (3 projects) :
O370kW Solar PV for Commercial
Facilities*
O150kW Solar PV for School*
O440kW Solar PV for Commercial
Facilities I *

Costa Rica (2 projects) :

“ O5MW Solar PV

X OChiller and Exhaust Heat
Recovery System

Cambodia (5 projects) :
(O200kW Solar PV at International School
OSolar PV & Centrifugal Chiller

OB800kW Solar PV at International School
Olnverters for Distribution Pumps

A P

Chile (1 project) :
O1MW Rooftop Solar PV

"'-.\ \ b )

Indonesia (24 projects) :

OCentrifugal Chiller at Textile Factory* OEnergy Saving at Convenience Store*

ORefrigerants to Cold Chain Industry**

ODouble Bundle-type Heat Pump *

Maldives (2 projects) :
(O190kW Solar Power on School Rooftop
B Smart Micro-Grid System

Malaysia (1 project) :
O140kW Solar PV

O Model Project in FY 2013 (7 projects in 3 countries)
O Model Project in FY 2014 (13 projects in 6 countries)
m ADB Project in FY 2014 (1 project in 1 country)

O Model Project in FY 2015 (33 projects in 10 countries)
O Model Project in FY 2016 (38 projects in 10 countries)

OCentrifugal Chiller at Textile Factory 2* O30MW Waste Heat Recovery in Cement Industry

(O20kW Solar Power Hybrid System

ORegenerative Burners

OCentrifugal Chiller at Textile Factory 3*OO0Id Corrugated Cartons Process

OUpgrading to Air-saving Loom

OCentrifugal Chiller in Shopping Mall

OSmart LED Street Lighting System

OO0nce-through Boiler System in Film Factory

OGas Co-generation System

OO0Once-through Boiler in Golf Ball Factory

O1.6MW Solar PV in Jakabaring Sport City @ REDD+ through controlling slush-and burn

O10MW Hydro Power Plant
OLED Lighting to Sales Stores
OAir-conditioning Utility System in Airport

OLooms in Weaving Mill
Olndustrial Wastewater Treatment System
00.5MW Solar PV

® REDD+ Model Project (2 projects in 2 countries)
Total 93 projects in 16 partner countries

Underlined projects have started operation (35 projects, including 7 partially started projecg
Projects with * have been registered as JCM projects (14 projects)

JCM Model Projects by MOE

)

The draft budget for projects
starting from FY 2017 is

X Budget will be fixed after
approval by the Parliament

6.0 billion JPY (approx. USD
60million) in total by FY2019

Government of

Japan

(1 USD = 100 JPY)

Finance part of an
investment cost
(less than half)

1

credits

K Includes collaboration with
projects supported by JICA
and other governmental-
affiliated financial institute.

Conduct MRV and expected
to deliver at least half of JCM

issued

International consortiums
(which include Japanese entities)

» Scope of the financing: facilities, equipment, vehicles, etc. which reduce CO2 from
fossil fuel combustion as well as construction cost for installing those facilities, etc.

» Eligible Projects : starting installation after the adoption of the financing and
finishing installation within three years.
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ﬂ ADB Trust Fund: Japan Fund for Joint Crediting Mechanism (JFICM) ﬂ

Draft Budget for FY2017

X Budget will be fixed after approval by the Parliament

JPY 1 billion (approx. USD 10 million) 3Py 1.2 billion in 2016, and 1.8 billion in 2015 and 2014 respectively

To provide the financial incentives for the adoption of advanced low-carbon technologies which are
superior in GHG emission reduction but expensive in ADB(Asian Development Bank)-financed projects

To develop ADB projects with sustainable and low-carbon transition perspective by introducing
advanced low-carbon technologies as well as to acquire JCM credits

(1 USD = 100 JPY)

JCM Credits
ADB GHG.
C——j reduction
\ 4 \
A Grant (Sovereign)
MOE Contribution > JFICM p| Additional costs from
(Trust Fund) Interest advanced low-carbon
Buy-down technologies
(Non-sovereign)
1 i i .
Qg o resowezsgerom || AOBsoure || v o] [ witgation througn
shareholders, (2) Funds borrowed (OCR/ADF?) Loan/Grant etc. conventional
from capital markets and private .
placements, (3) Accumulated Co- technologies
retained income (reserves). OCR . . . . i
|0an'S arelprovide(d to nfidjb_income Co-Financing partners financing (Selection from ADB
countries at a quasi-market rate. (Other financial > pipeline)
2 Asian Development Fund offers P e Loan/Grant etc.
concessional loan and grant to low- institutions and funds) / Project 1 1
income countries.
ﬂ JCM REDD+ Model Projects by MOE)J ]]

[Background ]
| ¢ Deforestation and
forest degradation in

{ Projects outline)
[The budget for FY 2016]80 million JPY (approx. USD 0.8 million)

developing countries
* 17 demonstration

feasibility studies from
2011 to 2014
[Expected outcome ]

e Participatory monitori

Finance part

Government of the cost

of Japan <«—
Deliver JCM

credits issued *

of illegal logging, disaster
prevention, and forest
restoration

* Provision of alternative
livelihoods

International
consortiums
(which include
Japanese entities)

*At least half or ratio of financial support to project cost of JCM

credits issued are expected to be delivered to the government of
Japan except the amount which is allocated to the partner country

based on its legislation.

organizations such as JICA

¥ These projects may be implemented in cooperation with other

REDD+ (Reducing Emissions from Deforestation and Forest Degradation in developing countries; and the role of
conservation, sustainable management of forests and enhancement of forest carbon stocks in developing countries )

Implement activities for REDD+ and
seek to acquire JCM credits for achievement of
Japan’s GHG emission reduction target

Project budget and implementation term

Up to 40 million JPY/year (fixed)

Eligible Companies

Japanese corporation(the representative
of international consortiums)




ﬂ Schedule and finance rate under JCM Model Project in FY2016 J]

Applications in FY2017 is scheduled as follows.

Starting date of call for request Beginning or middle of April, 2017
Deadline for entities to submit their application  Beginning or middle of May, 2017
Announcement of selected Model Projects 1- 2 months later after the deadline

Finance rate will be determined based on the number of already selected
JCM Model Projects using similar technology in each country.

The actual number of already selected projects using similar technology
will be published on the Web site.

Number of already

selected projects using Upto3 More than 3

a similar technology in (<3, except 0) (>3)
each partner country

Maximum finance rate 50% 40% 30%

Regardless of the finance rate, selected entities in JCM Model Project
are expected to deliver at least half of JCM credits issued to

Government of Japan 13
Criterion for selecting the JCM model project
(Cost effectiveness and Payback period)

Cost effectiveness (*1) and payback period (*2) of a proposed
project are some of the criterions during selection by MOEJ.

*1: Cost effectiveness (JPY/tCO,) is calculated as follows;

Dividing “Amount of proposed subsidy” by “Accumulated emission
reductions achieved during the legal durable years under Japanese law

*2: Payback period (vear) is calculated as follows;

(Total initial cost) — (Amount of proposed subsidy)

(Reduction for annual operation cost)

(Total initial cost) — (Amount of proposed subsidy)

or
(Annual revenue) — (Annual operation cost)

14




Indicator for evaluating the cost effectiveness
Cost effectiveness of a proposed project is less than 4,000

JPY/tCO, (40 USD/tCO.,)
Note:

GHG emission reductions is dependent on its calculation method and not
necessarily able to achieve the planned emission reductions after the
project implementation. Therefore, the cost effectiveness is not an absolute

indicator for the evaluation.

Indicator for evaluating the payback period
Payback period of a proposed project is more than 3 years.

Note:

Since the payback period is also dependent on its calculation method and
not necessarily able to achieve the planned assumption after the project
iImplementation, the payback period is not an absolute indicator for the

evaluation.
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