Title of the Paper

“Carbon Finance — Innovative Financing for
Sustainable Development”

- : Paper Submitted to :-

Conference on International Banking &

Finance Issues, Challenges & Solutions
Organized by
GNLU Centre for Banking Investment & Taxation
Gujarat National Law University, Gandhinagar

Drt. 227 July, 2012

- : Paper Submitted by :-

Kalpeshkumar L. Gupta
LL.M., MBL, M. Phil (Law)
Ph.D. Scholar of Gujarat National Law University, Gandhinagar
Academic Associate — Business Policy Area
Wing 1 A, Indian Institute of Management, Ahmedabad
Mob. 99248 97691, Off. 079-66324810
E-mail :- advocatekgupta@gmail.com, kalpeshkumargl1(@gnlu.ac.in




1. INTRODUCTION :-

“The future we want should be a future in whichréhes ecological and economic
space for sustainable growth for all. Let us warggether to attain the future that we

all desire”

--Dr. Manmohan Singh, Prime Ministeriodia

As we know that Greenhouse Gases (GHGSs) only calsseaage to the environment
but that is not the case in the present scenaonw i helps in generating finance for
the organization. It directly helps for sustainabdkvelopment and indirectly helps
organization particularly to the developing cowsdrio raise the finance. The Clean
Development Mechanism (CDM) aims to promote suatden development in
developing countries and allow industrialized coig@stto earn emissions credits from
their investments in emission reducing projectsdaveloping countries. Carbon
Finance term is applied to investment in GHGs eimmsseduction projects and the
creation of the financial instruments that are atdd on the carbon market. CDM is
recognized through the Kyoto Protocol allowing eff©f emissions in developed
countries by the investments in emissions reductpragects in developing countries
like India, China, Pakistan, Sri Lanka etc. The &y®rotocol is a protocol to the
United Nations Framework Conventions on Climate ri¢fea (UNFCC) aimed at
fighting global warning adopted in 1997 came inffe in the year 2005. The World
Bank has constituted the World Bank Carbon Findteie (CFU). CFU uses money
contributed by governments and companies in OECIhtties to purchase project
based GHG emissions reductions in developing cmstAccording to Report 2012
prepared by World Bank Carbon Finance Unit, itedahat carbon market grew in
total value by 11% in 2011, to $ 176 billion andemh transaction value reached a
new height of 10.3 billion tons of carbon dioxidguesalent (CQe). For the year
2012, it is projected that Carbon Market will redlol target of $400 billion.

! “Manmohan Singh hits out at developed nations cagbon emissions”, (Speaking at the
Conference, Rio+20 Summit, UN Conference on SuatdénDevelopment at Rio De Janeiro, June
2012) http://articles.economictimes.indiatimes.c2®2-06-22/news/32369050_1_sustainable-
development-natural-resources-carbon-emissiaesessed on June 22, 2012




Present paper will discuss the overview of Carborartce, Role of International
Organization in development of Carbon Finance, Reseenario in Carbon Finance.
Present paper is based on the secondary dataldgarahe form of journal, research

paper, news article etc.

2. AN OVERVIEW OF CARBON FINANCE :-

Before looking at the overview of the Carbon Firmnwe will see the concept of
Sustainable Development which led to this new idédinancing simultaneously
preserving the environment. In other word we canisdlinnovative Financing for

Sustainable Development”

Sustainable Development :-

Sustainable Development is a pattern of econonowir in which resource use aim
to meet human needs while preserving the envirohswthat these needs can be met
not only in the present, but also for generationctone. The term ’Sustainable
development’ was used by tHgruntland Commissiorformally known as World
Commission on Environment and Development whicmediwhat has become the

most often-quoted definition of sustainable develeptras development that ‘meets

the needs of the present without compromising biléyaof future generation to meet

their own needs. Sustainable Development affects irtkegration of economic,

political and social variables. This implies ecomomrowth together with improved

quality of life and environment protection, each @e@forcing others. Sustainable

development is to maintain a balance between theahumeed to improve lifestyles

and feeling of welfare and on the other side, tlesgrvation of natural resources and

ecosystem, of which future generation as well ascthrrent on to depend.
SUSTAINABLE DEVELOPMENT




Carbon Market Mechanism :-

Carbon Markets have been a key driver for challepdinance and investments to
projects that reduce greenhouse gas emission iela@ag countries since 2005,
when the Kyoto Protocol came into effect. The wvedf emission reductions
associated with these projects are used to gentnatecial assets (carbon credits)
that are tradable in several carbon markets that benerged at regional and national
levels. The carbon finance associated with thessafethese credits contributes to
meeting the incremental costs of ‘greening’ invesita. Between 2005 and 2010 the
cumulative value of origination and trade in theaebon credits was US $95 billion
(Cumulative value of trade in primary and secondalgan Development Mechanism
contacted credits, Source : State and Trends o€#drbon Market Report 2011, The
World Bank). Significant investment flows have beweabilized, especially from the
private sector, as carbon credits can be used & gignate commitments while
simultaneously contributing to low-emissions ecoiordevelopment. As more
countries seek to establish domestic carbon magketsise carbon pricing to achieve

their climate related objectives, carbon financexpected to remain a key instrument

for catalyzing finance for low-emission development

The problem of climate change led to subscribekiy@o Protocol which falls within
the UN Framework Convention on Climate Change. Tdosument implies that
industrialized countries reduce their emissions gieenhouse gases. Global
commitment is to reach an emission level for theoge2008-2012 which is an
average 5.2% below 1990 levels. The carbon markst leen created to allow
countries and companies from industrialized coasttd meet in an easier way their
objectives of emission reduction according to Ky®uwmtocol. This consists of a
purchase and sale space of emission quotas anflede@HG emission reduction
also carbon credits. Each carbon credit equalsi¢oton of certified Cee that is not
emitted in to the atmosphere. This market allowstiea of developing countries,
following certain certification process, to generatairbon credits for reducing GHG
emissions and thus achieve and additional finamesdurces to promote investment

projects in clean technologies.




Countries committed to the Kyoto Protocol to red@¢G emission must reach their
targets through national measures. As additionan®medo achieve these goals, the
protocol introduced three flexible mechanism basedhe market, creating what is
now known as the Carbon Market. These measuresindeenational Emission
Trading, Clean Development Mechanism and Joint émmgntation. These
mechanisms provide financial incentives to privaiempanies that contribute
positively to the environment and that regulatereduce their emissions. Thus
benefitting to companies that do not emit or eesslthan their objectives and making

pay companies that emit more than their objectives.

Flexibility Mechanisnf :-

1. Joint Implementation Mechanism (JI) :-

Joint Implementation is a program under the Kyototdtol that allows
industrialized countries to meet part of their gations to cut emissions of
greenhouse gases paying for projects that reducessiems in other
industrialized countries. The operation of the jamplementation mechanism
is similar to the CDM. This mechanism generatesdsians Reduction Units
(ERUV).

2. International Emission Trading (IET) :-

Emission trading is a buy-and-sale scheme of giaese gases emissions
between countries with targets set under the Kyttocol. That is to say,
between industrialized countries belonging to Anhex the Kyoto Protocol.
Thus, those which reduce their emissions more t@mmitted can sell
surplus emission certificates to countries that haveentirely fulfilled their

commitment.

3. Clean Development Mechanism (CDM) :-

The Clean Development Mechanism (CDM) is an agre¢ma the Kyoto

Protocol, Article 12, which allows industrializeduntry governments and

2“The Mechanism under the Kyoto Protocol : Emissioading, the Clean Development Mechanism
and Joint Implementation”, http://unfccc.int/kyopyotocol/mechanisms/items/1673.php July 1, 2012
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businesses (natural or legal persons, public araf@ientities) to enter into
agreements in order to meeting targets for redugnegnhouse gas (GHG) in
the first commitment period between the years 2008012. This is done by
investing in emissions reduction projects in depilg countries (so called
countries non-Annex 1) as an alternative to acquiegtified emission
reductions (CER) to lower costs.

The CDM allows projects of greenhouse gas emissdaction in countries
without emission targets under the UN Framework @atien on Climate
Change (UNFCCC) and Kyoto Protocol. In theory, @2M allows a drastic
reduction in costs for industrialized countries,utjo they generate the same
emission reduction that would have occurred withinet CDM. The CDM
also generates a transfer of clean technologiesleteeloping countries.
Governments or companies when investing in thes& Gibojects receive
Certificates of Emission Reductions (CERs) whicm ¢ee purchased at a
lower cost than in their market and simultaneoaslyieve complete reduction
targets. A CDM project must comply with the termsadfiitionally, baseline
determination and contribution to sustainable dgwalent of the country, as
provided by Article 12 of the Kyoto Protocol. A jpeot that participates in the
CDM must comply with the cycle established by treail of the CDM prior
to receiving the economic benefits resulting frarmbsparticipation

Following figure will explain the flexible mechamnisunder Kyoto Protocol.

The Kyoto Protocol s flexible mechanisms
for fulfilling emission reductions commitments
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3. INTERNATIONAL ORGANIZATION IN DEVELOPMENT OF
CARBON FINANCE :-

3.1 United Nations Framework Convention on Clima@hange (UNFCCCJ :-

In 1992, countries joined an International Treaty United Nations Framework
Convention on Climate Change (UNFCCC), to coopeehti consider what they
could do to limit average global temperature inseeand resulting climate change
and to cope with whatever impacts were by thenvitalkle. Climate Change is a
complex problem which although environmental inunat has consequences for all
spheres of existence on our planet. It either ingac or is impacted by global issues,
including poverty, economic development, populatiagrowth, sustainable
development and resource management. There ard 9arties to the conventions.
By 1995, countries realized that emission reductiprmvisions in the Conventions
were inadequate. They launched negotiations togtinen the global response to
climate change and two years later adopted thed<jodtocol. The Kyoto Protocol is
an International agreement linked to the UNFCCQ: Kiyoto Protocol legally binds
developed countries to emission reduction tardgete Protocol’s first commitment
period started in 2008 and ends in 2012. The ndigtinction between the Protocol
and the Convention is that while the Conventionoenaged industrialized countries
to stabilize GHG emissions, the Protocol commitstihto do so. Recognizing that
developed countries are principally responsibletha current high levels of GHG
emissions in the atmosphere as a result of more 268 years of industrial activity,
the Protocol places a heavier burden on develoggidns under the principle of
“common but differentiated responsibilities.”

Countries with commitments under the Kyoto Protdeoolimit or reduce greenhouse
gas emissions must meet their targets primarilpugin national measures. As an
additional means of meeting these targets, the &y@totocol introduced three
market-based mechanisms, thereby creating what W kiiown as the “carbon

market.”

3 “Background on the UNFCCC : The International mrse to climate change”,
http://unfccc.int/essential_background/items/60Bf.pccessed on July 1, 2012




The Kyoto mechanisms are:
- Emissions Trading
« The Clean Development Mechanism (CDM)
+ Joint Implementation (J1)

The Kyoto mechanisms : -

Stimulate sustainable development through techyoldgansfer and
investment

Help countries with Kyoto commitments to meet thargets by reducing
emissions or removing carbon from the atmospherether countries in a
cost-effective way

Encourage the private sector and developing camtito contribute to

emission reduction efforts

Jl and CDM are the two project-based mechanismshwiged the carbon market. Ji
enables industrialized countries to carry out jamplementation projects with other
developed countries, while the CDM involves investinin sustainable development

projects that reduce emissions in developing caestr

The carbon market is a key tool for reducing ermissiworldwide. It was worth 30
billion USD in 2006 and is growing. Annex | Partigsist provide information in
their national communications under the Protocalémonstrate that their use of the
mechanisms is “supplemental to domestic actionathieve their targets. This

information is assessed by the facilitative braotcthe Compliance Committee

3.2 World Bank Carbon Finance Unit (CFU):-

The World Bank Carbon Finance Unit's (CFU) initra8 are part of the larger global
effort to combat climate change, and go hand indhaith the World Bank and its
Environment Department’s mission to reduce povany improve living standards in

the developing world. The CFU uses money contetbuby governments and

*“About the World Bank Carbon Finance Unit”
http://web.worldbank.org/WBSITE/EXTERNAL/TOPICS/ENRONMENT/EXTCARBONFINANC
E/0,,contentMDK:21841841~menuPK:4125923~pagePK:8446~piPK:64168309~theSitePK:41258
53,00.html accessed on July 1, 2012




companies in OECD (Organization for Economic Corapen and

Development) countries to purchase project-basedenfrouse gas emission
reductions in developing countries and countrieth iconomies in transition. The
emission reductions are purchased through oneeoCtiJ's carbon funds on behalf
of the contributor, and within the framework of thH€yoto Protocol's Clean

Development Mechanism (CDM) or Joint Implementagdij.

Unlike other World Bank development products, theUCdoes not lend or grant
resources to projects, but rather contracts tohase emission reductions similar to a
commercial transaction, paying for them annuallpenrodically once they have been
verified by a third party auditor. The selling omission reductions - or carbon
finance - has been shown to increase the bankalfitprojects, by adding an
additional revenue stream in hard currency, whatuces the risks of commercial
lending or grant finance. Thus, carbon finance gles a means of leveraging new
private and public investment into projects thaduee greenhouse gas emissions,
thereby mitigating climate change while contributtogsustainable development.

The Bank's carbon finance operations have demaedtraimerous opportunities for
collaborating across sectors, and have servecasbyst in bringing climate issues to
bear in projects relating to rural electrificatiomnewable energy, energy efficiency,
urban infrastructure, waste management, pollutibatement, forestry, and water

resource management.

The World Bank's carbon finance initiatives ardrdgagral part of the Bank's mission

to reduce poverty through its environment and enstgategies. The threat climate

change poses to long-term development and thetyabilithe poor to escape from
poverty is of particular concern to the World Baiilke impacts of climate change
threaten to unravel many of the development gainhe last several decades. The
Bank is therefore making every effort to ensure teveloping countries can benefit

from international efforts to address climate cleang

A vital element of this is ensuring that developioguntries and economies in
transition are key players in the emerging carbanket for greenhouse gas emission

reductions. The role of the Bank's Carbon Financ# i3 to catalyze a global carbon




market that reduces transaction costs, supportaisable development and reaches

and benefits the poorer communities of the devatppiorld.

The World Bank Carbon Finance Unit (CFU) uses morentributed by
governments and companies in OECD countries tahasee project-based greenhouse
gas emission reductions in developing countries emghtries with economies in
transition. The emission reductions are purchakesugh one of the CFU's carbon
funds on behalf of the contributor, and within fremework of the Kyoto Protocol's

Clean Development Mechanism (CDM) or Joint Impletagan (J1).

The World Bank has been supporting these mecharsamse 1999 in a variety of
carbon funds and facilities. Carbon funds and lifees under World Bank
management have grown from $145m to $2.3b since 2€80. They have
demonstrated the role market instruments can phaysupporting cost-effective
emission reductions and channeling mitigation firatacdeveloping countries.

3.3 International Finance Corporation (IFCY :-

IFC has been supporting business solutions to téinchange since 1989, just a
decade after the term was coined in a report puddidy the U.S. National Academy
of Sciences. Our first project was a solar enenygstment in China, a precursor to
dozens of investments subsequently made all owergthbe, from Argentina to
Uganda.

Since that time, we have become an innovator adrclenergy financial products
around the world; an active participant in the ocarlmarket, and more recently a

source for pioneering analysis of carbon accourdimdy climate risks.

In each of the last two years, IFC has investedia$.7 billion in clean energy and
climate-friendly projects, with ambitious goals feubstantially increasing this

amount in coming years.

*http://www1.ifc.org/wps/wecm/connect/Topics_Ext_Cemi/IFC_External_Corporate_Site/CB_Home/
Overview/ accessed on July 1, 2012
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Today most of our power investments are in renesvabkergy projects. And all this
has been done without the benefit of an internatiagmeement to constrain the
growth in greenhouse gas emissions (GHGs) — atisituaxpected to continue until
at least 2015, creating substantial market unceytai

But what is clear is that better coordination, mongied and reinforced action, and
common strategies are still needed across thequislvate and non-profit sectors to
move the global sustainable development agendaafdiwGiven the scale of
investment required, partnerships between goverrsnenil society and multilateral

investment institutions are necessary. This is @€ plays a role by strengthening
these ties and building for the future.

IFC's Climate Business Group was created in Se@er2010 to not only execute
climate-related transactions but to coordinate withis across the IFC on identifying
better approaches to resource efficiency. Our wonk extends across virtually every
aspect of our business and complements the fullerarigour strategic objectives,

including:

Clean energy investments that open markets witkt-dif-a-kind projects

demonstrating technical feasibility, attracting vate financing, and

encouraging supportive government policy reforms;

Support to local financial institutions, leveragimpmestic resources that
would otherwise be unavailable for clean energyshwents;

Working with governments to promote favorable inwent climates for
climate-friendly investments;

Developing and promoting innovative financial prouthat attract greater
investment in clean energy;

Helping private sector clients to identify and rasg to financial risks of
climate change; and

Finding opportunities to address both climate cleasnad

poverty alleviation such as encouraging low costrgy efficient homes and

solar lanterns.

Working together with our clients, donors, andtpars, we are creating new models
for others to follow. But there is still much mot@ be done. Moving forward, we

11




want to systematically identify and respond to stu@ent opportunities and climate

risk across sectors such as clean tech, watesaitwaste.

3.4 International Emission Trading Association (IEA)® :-

The International Emissions Trading AssociationT@E is a nonprofit business
organization created in June 1999 to establish atifumal international framework

for trading in greenhouse gas emission reductions.

Our membership includes leading international camgs from across the carbon
trading cycle. IETA members seek to develop an sions trading regime that results
in real and verifiable greenhouse gas emission temhs; while balancing economic

efficiency with environmental integrity and socegjuity.

As of April 2011, IETA comprises more than 155 mt&ional companies from
OECD and non-OECD countries. IETA has formed séveastnerships including,
among others, the World Bank, Eurelectric, the \WoBusiness Council for
Sustainable Development (WBCSD) and the CalifofMlianate Action Registry, the
Edison Electric Institute (EEI), the Electric PowResearch Institute (EPRI) and the

San Francisco Carbon Collaborative.

IETA currently has offices in Geneva (Switzerlan8yussels (Belgium), London
(UK), Toronto (Canada), Melbourne (Australia) an8 Uffices in Washington, DC

and San Francisco, CA.

4. RECENT SCENARIO IN CARBON FINANCE MARKET :-

4.1 State and Trends of the Carbon Market 2012 régmublished by
World BanK :-

Carbon Market grew by 11% year on year to US$ 1lliérband transaction volumes
reached a new high of 10.3 billion tons of carbaxidle equivalent (Cge).

® “International Emission Trading Association” htfpaww.ieta.org/overview accessed on July 1, 2012
" “State & Trends of the Carbon Market 2012” , WdBank Report, Washington DC, May 2012,
http://siteresources.worldbank.org/INTCARBONFINAN®&esources/State_and_Trends_2012_Web_
Optimized_19035_Cvr&Txt_LR.pdf accessed on Julg2d12
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As agreed at 5 Conference of the Parties (COP) under the UNFOC@009, the
Copenhagen Accord declared that deep cuts in glrbésion are required “so as to
hold the increase in global temperature below twgree Celsius.” It also called for
an assessment that would consider strengtheninglothg-term goal, including
“temperature rises of 1.5 degrees.” The Copenh@gmord also invited parties to
submit mitigation plan with UNFCCC. To date, 90 coigs including 48 developing
nations have registered plan with the UNFCCC tacedemission by 2020. Despite
international efforts, the climate change challeregeains daunting and the search for

long term solutions continues. The seventeenth &ente of the Parties (COP 17) to
the UNFCCC took place in Durban, South Africa incBmber 2011 without
providing any guarantee that the UNFCCTC 2arget will be reached. It was decided

in the conference that Kyoto Protocol will see aosel commitment period from
2013 until either 2017 or 2020. Over 50 developtogntries have now submitted
proposal to the UNFCCC to limit the growth of greeave gas emission by 2020.
These proposal also known as Nationally AppropriMitgation Actions (NAMAS),
refer to a set of mitigation policies and /or acfiothat a developing country
voluntarily undertakes in an effort to reduce itsl& emissions and report these
reductions to the UNFCCC.

4.2 BSE launches India’s First Carbon efficient lavindex called Greenéx-

Climate change is one of the major present-day ipesr Business houses have
begun to acknowledge the phenomenon. They are owat@bout climate change,
and the systemic and sector-specific risks assatiaith it.

Owing to the high levels of risk faced by countrsegh as India, the immediate need
to shift to a low carbon growth path is clear.umt low carbon strategies can only be
implemented if the emissions landscape across éss#s and its effect on sustainable

growth are clearly defined and understood.

8 “BSE launches India’s first Carbon Efficient Litedex called GRRENEX”
http://articles.economictimes.indiatimes.com/202226/news/31101643_1 _first-carbon-efficient-bse-
greenex-energy-efficiency accessed on July 1, 2012




In a new development, the BSE has launched thenGrelex called Greenex. This is
India’'s first carbon-efficient live index. The indbas been developed by the BSE in
collaboration with IIM Ahmedabad. It is the secahdmatic index launched by BSE.
BSE Greenex will measure the performances of compaim terms of Carbon

Emissions. The index will target socially-awareeastors. There are many investors
willing to pay a premium for green investments ompanies to get better returns.
The new index will comprise 20 stocks based on@mum carbon footprint, market

capitalization and turnover. The BSE Greenex wsbess the energy efficiency of

firms, based on energy and financial data.

This is the first index based on actual performaocethe energy efficiency front,
rather than stated future plans. According to tisEBthe BSE Greenex is the first
step in creating a credible market-based responsehamism here, where both
business houses and investors can rely on purebntigative and objective

performance-based signals to assess 'carbon pariogh

The index will meet the growing local and internall demand to identify ‘green
investments' and companies with a strong socigdoresbility. The cost of carbon-
based energy production is increasing. If compatiesome more efficient and

reduce energy costs, there is a chance of higloétaiility. The index can be used to

develop green financial products including mutwadds, exchange-traded funds and

structured products. Further, the index is expetbednable investors to take more
informed investment decisions on companies in tergy-intensive sectors. It will
help screen companies doing well on the carbon, sidethe concerns of climate

change is growing among stakeholders.

The index can be used by individual and institwlomvestors such as asset
management companies, pension funds, and insuraonganies looking for
investments in companies with strong long-term pectss and develop green
financial products. According to the BSE, during tpgot runs, this index has
performed better than the Sensex. This indicatas ¢bmpanies that can balance

energy efficiency and profitability give betterugts for investors.




4.3 Carbon Expo — “Carbon markets grew in volumethmontinues to face

uncertainties”:-

With around 2500 visitors and media representgtaicipating from 95 countries,

the 9" annual Carbon Expo in Cologne, Germany ended Sbdube, 2012 with a

strong show of continued commitment from the pmevaector. Despite financial
turbulence, scarce public resources and uncertamtyhe carbon market, the
attendance remained high at the world’s leadingssimms knowledge and trading fair.
Encouraged by the sign of trust, the event's omgmn The World Bank, The
International Emissions Trading Association and IKdowsse announced the
continuation of the fair in 2013 and 2014 in Baooe and Cologne, respectively. The
Expo continues to be one of the most important agking venues and source of
knowledge for the carbon market. A total of 199 exrbrs from 67 countries,
including private companies, service providers godernment representatives from
developing countries attended Carbon Expo. Morea @00 people participated in
plenary sessions and workshops as well as in d¥etide events on subjects ranging
from challenging to implementing projects in devéhgpcountries, reforms of the

Clean Development Mechanism (CDM) and new markethaeisn’

4.4 Rio+20 UN Conference on Sustainable Developm@unine 2012) :-

The United Nations Conference on Sustainable Deweémt was hosted from June
13 to 22 2012 by Brazil in Rio de Janeiro. Rio+28sva 20 year follow up to the
historic 1992 United Nations Conference on Envirentn& Development also held

in the same city.

The Rio+20 draft oThe Future We Wantspells out a common vision that talks
about sustainable development that includes ecanosucial and environmental
aspects, poverty alleviation, realization of the’&JNlillennium Development Goals
by 2015, gender equality, right to food, equal oppaties and education for all and

so on. These are broad issues that need to beedarkigreat detail but not with a

® http://www.carbonexpo.com accessed on 1/07/2012
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uniform plan that would apply to all countries gmebples regardless of which stage
of growth they're in°

On the last day of the conference Prime Ministeindfa Manmohan Singh criticized
industrialized countries over the issue making labée additional finance and
technology to help developing worlds reduce carbonissions saying there is “little
evidence” of support for them. Singh also made rangt plea for finding new

pathways for sustainable living since the currephstimption pattern in the
industrialized world are unsustainable. Describegpnomic development, social
inclusion and environmental sustainability as ajualy critical as components of
sustainable development, Prime Minister Singh s$h&d the task before the world
community is to give practical shape and conterthi® architecture in a manner that
allows each country to develop according to its owational priorities and

circumstances!

5. CONCLUSION :-

As we have seen in the present paper that we caorgsustainable development
generating finance through th€arbon Finance - Innovative Financing for
Sustainable DevelopmenThis model can only be helpful when the developed
country extend significant support in the fulfillmteof the objectives enshrined in the
Kyoto Protocol. Rio+20 Conference on Sustainabledbigpment was organized in
June 2012 at Rio de Janeiro, Brazil. In this cariee Prime Minister of India, Dr.
Manmohan Singh made a strong remark on Industelzountries saying that they
are not providing additional finance and technolégyhelp developing countries to
reduce carbon emission. He also said that thetittle evidence” of support from

these nations.

In northern India, a company called D. Light is tdimiting thousands of solar
lanterns to people without access to energy gndndrthwestern Zambia, a small

10 hitp://lwww.uncsd2012.org/ accessed on 1/07/2012

1 “Manmohan Singh hits out at developed nations ceebon emissions”
http://articles.economictimes.indiatimes.com/208222/news/32369050_1_sustainable-development-
natural-resources-carbon-emissions accessed or22u2612




micro-hydro facility set in the Zambezi River prdes electricity to pineapple farmers,
allowing them to can and export their crops for fing time. And in Ghana, Toyola

Energy, a cook stove manufacturer that sold onfgva hundreds units in 2006, is
now producing more number of stoves. Each one cktlpeojects is, in part financed
by the creation and sale of Carbon Offsets. Cafiaance helps in subsidizing the
green products, improves the products’ value pntipasby providing additional

revenue streams to make them financially viable arailable at a lower price point
for end usersTaping into carbon markets requires a long and lgogrocess of

documentation, monitoring and verification. Witlglhitransaction cost, the potential
for failure has prohibited most small scale progedtom accessing this complex
market. Because of these constraints, carbon finance nergly better suited for

large scale projects such as wind farms, geothefawdities and waste-to-energy
plants that generates a large number of offsets aardeasier to monitor. The
economics of smaller products - cook stoves andr dahterns, the types of projects

undertaken by Micro Finance Institutions, makesvhleie proposition less attractive.

Other side carbon market is often volatile andsio @reates the uncertaifty

First commitment of the Kyoto Protocol ends in tyear 2012. The seventeenth
Conference of the Parties (COP 17) to the UNFCGgk fgace in Durban, South
Africa in December 2011 without assuring that thdRCCC’s 2 C target will be

achieved. It was decided in the conference thattd&yerotocol will see a second
commitment from 2013 until either 2017 or 2020. Wape a better, an inclusive
mechanism to achieve objectives of sustainable ldereent in the second

commitment under the Kyoto Protocol.

12 Josh Weinsteirfjnnovations & Challenges in Carbon FinanceDecember 14, 2010,
http://www.nextbillion.net/blogpost.aspx?blogid=20&ccessed on July 1, 2012
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