Post-2012 mechanisms for transport
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We need a global 50% CO2 cut by 2050
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Given the role that transport plays in causing greenhouse gas emissions,
any serious action on climate change will zoom in on the transport sector”

Yvo de Boer, Executive Secretary UNFCCC, January 2009



Emission reductions in transport: Avoid —
Shift - Improve

Shift in mitigation efforts from focus on improving energy
and carbon efficiency towards including measures to
reduce transport demand (avoid) and shift to more efficient
modes

- Scenario planning
- Marginal Abatement Cost Curve analysis

- Policies, programs and projects developing countries
and MDBs

Developing country policies: emission reductions of 15-
30% below BAU by 2020 appear manageable —
contribution of transport not yet clear



Relevance of Existing Climate Instruments
on Transport Sector

Year of 1%t No. of Funding Reported
project Projects [$ million] emission
reductions
[MtCO,-eql/yr]
CDM 2006 24* 567 (CERs)** 2.7
GEF-4 2006 37 201 (grants)  3.1***
CTF 2009 7 600 (loans) 10****

*in pipeline (registered, requesting registration and at validation); ** expected total undiscounted revenues at 10 $/CER, 3x7 years crediting; ***
direct impact, assuming 10 years lifetime; **** assuming a life time of 10-20 years depending on type of investment
Source: Bakker and Huizenga, forthcoming

Transport GHG emissions developing countries 2005:

3,100 MtCO, (IEA/OECD, 2009)



Transport Funding and GHG and Co-benefit assessment requirements

Size of funding | GHG emission reduction Co-benefits
assessment requirements assessment

National and Frkkkkkkk kR No GHG assessment Varies per country,
local funds Trillions requirements in place generally low
Development — **x¥kkkkx * Methodologies under Environmental/Social
bank funding  Billions development, not applied Externalities not
yet included
Climate
Funds: CDM ** Fhkkk Very strict, at entry and Depends on country
Millions during project
-GEF ** ** New Methodology for 2011, New methodology
Millions only at project entry recognizes but does not
reward
-CIF/ICTF i ** Emphasis is on sector Qualitative assessment
Millions transformation, detailed

GHG assessment not at
project entry but ex-post



Future instruments: NAMAS

Voluntary, Nationally Appropriate Mitigation Actions in context of
sustainable development
Unilateral — supported — credited
Scope: not well defined yet
- Implementation policy, programme, project,
- enabling activities (capacity building, policy support)
Less strict MRV requirements than CDM

- no offsets, but need to validate impact, Ex-ante emission
reduction estimate required

Funding based on incremental costs plus enabling activities
Copenhagen Accord:
- $ 30 billion 2010-2012 (mitigation and adaptation) to 2012;
- $ 100 billion by 2020




CITS Case studies: 1 Standardized
baseline, 3 NAMAS

* Hefel (China): standardized baselines for (public
transport)

e Jakarta: transport demand management: road
pricing, parking policies and BRT enhancement

* Belo Horizonte (Brazil): integrated mobility plan —
BRT/metro, NMT, landuse and parking policies

* Mexico City: optimisation of conventional bus
system — institutional framework, implementation
of changes, data gathering, public awareness



Scope

Ex-ante
GHG
reduction
estimation

MRV

Finance

NAMA case studies - overview

Integral urban mobility plan
(BRT, MRT, NMT)

Scenario analysis : 30%
emission reduction vs.
BAU (0.5 — 0.9 MtCO,/yr);
co-benefits also estimated

GHG, based on city-level
annual surveys of trips and
modal shares, and co-
benefits

* (Up-front) finance based
on estimated emission
reduction

* Multiplier to adjust
financing during
implementation based on
performance

Optimisation of conventional bus
system

Estimate emissions in Metro
Mexico, establish baseline and
reductions

No modelling

Output and process indicators:
* No. of buses

* VKT of buses

* Modal split

» Progress in implementation

Full financing of barrier removal
costs:

* [nformation

* [|nstitutional barriers

» Social barriers

Soft loans for investments

TDM:

« Electronic road pricing
 Parking policies

* BRT expansion

Scenario work based on
modelling : 4-7% reduction
in CO2 emissions at city
level

Bottom up modelling,
cross-checked with fuel
sales

» Budgetary support for
capacity building

» National climate change
fund (ICCTF) can provide
channel;

* non-climate sources also
possibility



NAMASs for the transport sector — stand

alone or linked to sector national policy

Sector wide approach is desirable to achieve the
scale of GHG reductions required (15-30% below
BAU by 2020)

Transport is more suited for local level interventions,
especially Avoid and Shift type of activities

NAMASs can build on experience of GEF (indirect
emissions) and CTF (transformational impact)

MRV of sector approach makes sector Baseline
more important — currently no reliable base line
projections for transport

Alternative is to start with city based NAMA, which is
replicated in other cities, each with dedicated MRV



NAMASs for the transport sector — cost
effectiveness criteria

* Cost-effectiveness in transport cannot be quantified with a
high degree of certainty because of;

- Indirect benefits, such as enabling activities,

- co-benefits are often not taken into account, giving a
skewed picture of costs and benefits

- many measures have negative cost
- high up-front costs

- positive benefits often accrue to society and not to the
entities which incur the costs of the actions;

* Climate finance is only a small part of the total investment in
the transport sector, cost effectiveness for small additional
part is not a useful concept



NAMASs for the transport sector —
iIncremental costs

* |ncremental cost for avoid and shift measures often low to
negative, and might encourage technology oriented NAMAS

* |t could draw funds away from the transport sector to sectors
with relatively higher incremental costs, e.g. energy.

* For transport to work under a future NAMA scheme it is
suggested to broaden the support to: funding to accelerate
the implementation of policies, programs and projects which
have negative overall costs

- This is in line with CDM PoA guidelines which propose to
support activities which will lead to a greater level of
enforcement of the existing mandatory policy/regulation

* Furthermore it is proposed to have a sectoral window for
transport under NAMAS



NAMASs for the transport sector - MRV

* Important to determine GHG
emissions reductions, through

- Modeling of GHG emissions, or
- Use of proxy indicators

* Determine ex-ante versus ex-post
MRYV requirements

* Link level of uncertainty to discounting

* Linkage of NAMA MRV requirements
with revised National Communications
will make MRV concept more
complicated

* Current data availability hampers all
MRV approaches




NAMASs for the transport sector — Co-
benefits

* A full acknowledgement of co-benefits in transport sector
needs to go beyond recognition of co-benefits and will have
to include a certain reward for realizing co-benefits

* Make the amount of financial support contingent on the
degree in which co-benefits are being realized. This
additional support can be justified based on the likely indirect
GHG impact the action would have due to its replication
potential.

* It would not affect the environmental integrity of the NAMA
as the amount of GHG emissions reduced and reported for
Inclusion in the NAMA registry maintained by UNFCCC
would remain the same



NAMASs for the transport sector — Blended

finance
CTF support for GEF support
“‘investment” for “soft”
components components
Al

Developing

country transport
program/project

= =

CDM to support
NAMAs operations and
maintenance

* Increased blended financing in

future

* Clarify the objectives of these

different funding streams

* Harmonize the methodologies

for approval and for
assessment of GHG benefits
- What is being measured and

how (GHGs - sector trends —
co-benefits)

- When is it being measured:
ex-ante — during projects — ex-
post?

- Commonly accepted baselines



NAMASs for the transport sector — Pilot

testing

* Piloting of transport NAMASs in the period 2010 — 2012 making use of
fast track funding under the Copenhagen Accord or other Climate
funds administered by MDBs.

* The scope of the piloting should be amongst others on:
- Suitability of Avoid — Shift — Improve
- Proxy indicators vis-a-vis direct GHG assessments
- Integration of co-benefits
- Barrier removal versus support for capital costs
- Stand-alone programs versus linking NAMASs to larger investment
programs funded by MDBs
- The possible evolution of a supported NAMA, to a unilateral
NAMA to a credited NAMA
* Intensify work on improvement of transport data at national and at
city level.



