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UNDP MDG Carbon Facility
INFORMATION NOTE 
FOR PROJECT PROPONENTS


1. The MDG Carbon Facility
1.1. Overview of the MDG Carbon Facility  
The rapid evolution of the global carbon market, together with the Kyoto Protocol’s Clean Development Mechanism (“CDM”) and Joint Implementation (“JI”), offers significant opportunities for emission reduction projects. However, early signs indicate that, on an international basis, investment in these projects and access to development services has been unevenly distributed. Further, emission reduction projects have in general focused on technologies with few sustainable development dividends. 

UNDP has launched the MDG Carbon Facility (the "Facility") with the dual purpose of:
· Broadening access to carbon finance by enabling a wider range of developing countries to participate.
· Promoting emission reduction projects which contribute to the MDGs by yielding additional sustainable development and poverty reduction benefits.

The Facility offers prospective emissions reduction projects a comprehensive "one-stop-shop" package of project development services.  

For each emission reduction project, the Facility’s services are governed by a number of contractual arrangements, set out in more detail below. UNDP will enter into agreements with the relevant entity which has title to sell the carbon credits generated by the project (the "Project Proponent").  

The Facility’s project development services, as provided by UNDP, are only offered as a single package and cannot be separated. 

1.2. UNDP’s Role 
UNDP’s role in the Facility is to provide project development services, which includes performing due diligence, providing technical assistance for CDM or JI project approval, assisting with the identification of potential third party carbon offset buyers, and establishing a monitoring system for the project’s emission reductions. UNDP’s activities in any particular country will be set out in an agreement between UNDP and the host country government. UNDP’s services are described in more detail in Section 2.  

UNDP has an established track-record in environmental project development, with a large and experienced team and world-class expertise. UNDP’s global portfolio of environment projects spans 140 countries and totals in excess of $4.8bn in investment. By establishing and participating in the Facility, UNDP seeks to transfer the full value of its expertise to Facility Projects. 

UNDP will not at any point purchase or otherwise hold title to the carbon credits generated by Facility Projects. Rather, the role of UNDP is to leverage its core competency of technical assistance in project development. 

Project Proponents will receive the following benefits as a result of UNDP's services:
· Proven expertise. UNDP’s expertise in environmental project development allows it to effectively develop project documentation and manage the complex CDM and JI regulatory process.
· Local presence. With approximately 135 Country Offices, UNDP staff actively operate on the ground. UNDP’s local relationships, contacts and knowledge act as a significant resource to address potential challenges faced by Facility Projects. 
· Sustainable development contribution. UNDP understands each country’s development challenges. Facility Projects can leverage UNDP’s development know-how, maximizing benefits for the local community and environment.
2. Project Cycle of the Facility
The Facility project cycle consists of two phases:
· Phase I: UNDP will perform preparatory activities, including due diligence.
· Phase II: subject to successful completion of Phase I, UNDP will provide project development services and assist with marketing the Facility Project’s carbon credits.
2.1. Phase I of the Project Cycle
Activities
Phase I of the project cycle consists of preparatory activities for project development, including due diligence. The objective of these activities is to determine the commercial, technical and regulatory viability of a prospective emission reduction project.  Projects will be assessed in accordance with the Facility’s pre-defined due diligence process, where UNDP will systematically analyze the prospective emission reduction project against standardized criteria in five areas:
· Carbon: including the quantity of carbon credits likely to be generated, and the likelihood of the emission reduction project to be registered by the CDM Board or finally determined by a JI Accredited Independent Entity.
· Technical Feasibility: including the process involved for the prospective emission reduction project to achieve commissioning and the requirement for any technology transfer/installation.
· Financial and Legal: including the prospective emission reduction project’s management experience, the project’s financial status and outlook, and host country laws and regulations.
· MDGs and Environmental: including the emission reduction project’s capacity to contribute to the MDGs and sustainable development.
· Country: including the impact of local security, political and economic factors on the prospective emission reduction project.
In order that Project Proponents can supply the necessary information for the Facility’s due diligence process, UNDP has created tools and templates to guide the Project Proponent. In the latter stages of the due diligence process, UNDP may, at its discretion, choose to perform studies or commission reports on specific aspects of the prospective emission reduction project.

Contractual Arrangements

The Phase I preparatory activities will be undertaken pursuant to a Memorandum of Understanding ("MOU") which will be entered into between UNDP and the Project Proponent. As part of the MOU, the Project Proponent will grant UNDP a period of exclusivity during which UNDP will conduct the due diligence and also have the exclusive right to enter into a Service Agreement for the provision of technical assistance to the emission reduction project.   

No fees will be applied under the MOU for any of the activities UNDP carries out in Phase I.

Qualification for Phase II

Prior to the conclusion of the period of exclusivity under the MOU, UNDP will provide the Project Proponent with a written notice setting out whether the project will proceed to Phase II. 
Where a prospective emission reduction project does not satisfy the Facility's due diligence process, the Project Proponent will be notified that it is ineligible for Phase II.  Upon such notification, the MOU will terminate, and the Project Proponent may no longer participate in the Facility.
2.2. Phase II of the Project Cycle
Those prospective emission reduction projects which satisfy the Facility’s due diligence process will proceed to Phase II, during which UNDP will provide project development services to the Project Proponent.
2.2.1. Project Development Services
Activities

In Phase II, UNDP’s project development services to the Facility Project will include:
· Assisting with preparation of CDM and JI project documentation, including the Project Design Document. 
· Assisting with the costs of validation by a Designated Operational Entity (“DOE”) or final determination by an Accredited Independent Entity (“AIE”).
· Facilitating host-country approvals, including a letter of approval from the Designated National Authority (“DNA”). 
· Assisting with the development and implementation of a monitoring plan. 
· Assisting with the preparation of an initial verification report and the performance of verification for the first issuance of carbon credits by a DOE/AIE.
· Providing guidance to the Project Proponent on the marketing of the Facility Project’s carbon credits to potential third-party buyers. 
As a development organisation, UNDP does not seek to generate any profits through the Facility. However, in order to recover its direct costs, UNDP will apply a flat fee ("Cost-Recovery Fee") in Phase II. Receipt of the Cost-Recovery Fee is expected to be made in three installments, once pre-defined milestones in the project cycle have been achieved.

	Installment
	Milestone
	UNDP Services up to Milestone 

	1st Installment (25%) 
	SA Signing

	UNDP performs due diligence required to enter into SA

	2nd Installment (50%)
	Registration (CDM)/
final determination (JI) 
	UNDP provides technical assistance to achieve project registration (CDM) or final determination (JI)

	3rd Installment (25%)
	First issuance of carbon credits
	UNDP establishes monitoring plan to record emission reductions



UNDP appreciates that certain Project Proponents may be operating in a cash-constrained environment prior to the issuance of credits. For this reason, on case-by-case basis UNDP may decide to negotiate a payment schedule for the Cost-Recovery Fee different from the installment scheduled described above.  Such an agreement will be negotiated on a case-by-case basis following a tailored assessment of the expected financial standing of a given Project Proponent at different stages of the Project Cycle.

Contractual Arrangements

UNDP’s project development services to the Project Proponent, and the mechanism for receipt of the Cost-Recovery Fee, will be governed by a Service Agreement to be entered into between UNDP and the Facility Project.

3. UNDP and the MDGs 

The United Nations Development Programme (“UNDP”) is the UN’s global development network, promoting change and providing the knowledge, experience and resources to help people build a better life. On the ground in 166 countries, UNDP is an organization with a far-reaching advocacy and capacity-building impact. Further information may be found at: www.undp.org 

The Millennium Development Goals (“MDGs"), a key driver of UNDP’s work, are eight quantifiable targets for diminishing poverty and achieving major advances in health, education, environment and equality by 2015. The MDGs are drawn from the Millennium Declaration signed by 147 heads of state and governments in September 2000. Further information may be found at: www.undp.org/mdg 

5. Participation in the Facility
UNDP invites prospective emission reduction projects to participate in the Facility. 
UNDP has prepared initial templates and tools which can assist prospective emission reduction projects in developing the necessary information for a preliminary assessment. 
For more information or to contact your local representative, please visit www.mdgcarbonfacilty.org or email mdgcarbonfacility@undp.org



	Disclaimer
Part A. General
A.1. Information Note Prepared for Information Purposes Only. This Information Note ("IN") was prepared by the United Nations Development Programme (“UNDP”), a subsidiary organ of the United Nations, an international organization established by treaty, and is being distributed solely for information purposes to assist Project Proponents (“Project Proponents”) to evaluate the opportunity to participate in the UNDP MDG Carbon Facility (the “Facility") by engaging UNDP to provide project development services as part of the Facility. 
A.2. Project Proponent Has Freedom of Choice Prior to Entry into Any Agreement. Any engagement with UNDP and participation in the Facility is entirely voluntary for and at the sole discretion of a prospective Project Proponent, and Project Proponents are reminded that – prior to choosing whether to enter into a MOU and/or Service Agreement with UNDP – they are free to engage the services of any other consultant to perform project development services, instead of such services being offered by UNDP. 
A.3. IN Makes No Representations or Warranties. Neither UNDP nor any of its respective affiliates, officers, staff, or agents make any express or implied representation, warranty or undertaking with respect to this IN document, and none of them accept any responsibility or liability as to its accuracy or completeness or as to the suitability of the Facility for Project Proponents. This IN document should not be considered as an offer or recommendation by UNDP in relation to any proposed engagement with UNDP. 
A.4. IN May Not Be Complete; Project Proponent to Conduct Independent Investigation. This IN and documents do not purport to be complete and do not necessarily contain all the information that a project Proponent would consider material.  Accordingly, this IN and related documents should not form the sole basis of any decision to participate in the Facility.  In addition to reviewing this document carefully, Project Proponents, prior to making any decision to participate in the Facility, must conduct and rely upon their own independent investigation of matters that may be material in the context of the Facility. 
A.5. IN May Not Identify All Risks; Project Proponent to Conduct Independent Investigation. This IN document does not purport to identify, and does not necessarily identify, all of the risk factors associated with the participation in the Facility and engaging UNDP.  Accordingly, Project Proponents, prior to making any decision, must conduct and rely upon their own independent investigation of risk factors associated with participation in the Facility.
A.6. No Agency/Partnership. Nothing in this IN is intended, nor should anything in this IN be taken, to create an agency relationship or partnership between UNDP and a Project Proponent.  UNDP has any right or authority to act on behalf of, or represent, the other, and nothing in this IN is intended, or should be taken, to be a representation by the UNDP or Fortis on behalf of the other.





	Disclaimer (Continued)
Part B. Securities Law and Related Issues

B.1. Securities Law (a). Neither the Facility nor any of the proposed transactions thereunder have been or will be registered under the securities laws of any jurisdiction.  This IN document shall not constitute an offer to sell, or the solicitation of an offer to buy, securities in the Facility in any jurisdiction in which such offer, solicitation or sale is not authorized.  No governmental authority has reviewed or passed upon the accuracy or adequacy of this document.

B.2. Securities Law (b). The Facility and proposed transactions thereunder are not registered with, nor has any filing been made with or notice given to, any national, regional or local governmental agency or authority (governmental authority) in any country, including the United States, nor has the Facility’s formation, structure, proposed operations or constitutive or other documents been recommended, approved or disapproved by any governmental authority, and no such governmental authority has passed upon the accuracy or adequacy of this IN document.

B.3. Securities Law (c). The preparation and delivery of this IN document to prospective Project Proponents should not be construed to imply that the UNDP believes that participation in the Facility should be considered an offer of securities. 

B.4. IN Does Not Constitute Legal, Tax or Other Specialist Advice. Project Proponents should not consider the contents of this IN document as legal, tax or other specialist advice. Project Proponents should consult their own legal advisers, accountants, and other advisers as to these matters and as to the suitability of participation in the Facility.

B.5. IN’s Time-based Limitation of Validity. This IN document and the information it contains are delivered and speak as of the date indicated on each page and there shall be no implication that there has been no change in the affairs of the Facility or other matters since such date.  It is possible that there will be a change in the affairs of the Facility or other matters that have occurred since such date, rendering any of the information set out in this IN document inaccurate. Neither the UNDP nor its advisers assume any responsibility for updating this IN document or any of the information it contains.

Part C. Forward-Looking Statements    

C.1. Forward-Looking Statements Subject to Uncertainties or Risks; Actual Results May Vary Materially. This IN document may contain words such as "believe", "plan", "expect", "will", "may", "anticipate", and similar expressions that constitute "forward-looking statements".  Such statements are subject to certain risks and uncertainties.  Should one or more of these uncertainties or risks, among others, materialise, actual results may vary materially from those estimated, anticipated or projected. 

C.2. Forward-Looking Statements May Not Be Correct; Project Proponents Cautioned Not to Place Undue Reliance on Such Statements. No assurances can be given that the expectations relating to forward-looking statements will prove to have been correct.  Accordingly, prospective Project Proponents are cautioned not to place undue reliance on the forward-looking statements in considering whether to participate in the Facility or not.
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