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“I believe that the great part of 
miseries of mankind are brought 

upon them by false estimates they 
have  made of the value of things.” 

Benjamin Franklin, 1706-1790 
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Ecological 
Economics 
 Environmental 

Economics 
 

Environmental 
Finance 
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Environmental	
  Finance:	
  Financing	
  Environmentally	
  Responsive	
  

Projects	
  /	
  Ac9vi9es	
  
	
  
Environmental	
  Finance	
  is	
  the	
  use	
  of	
  various	
  financial	
  

instruments	
  (most	
  notably	
  land	
  trusts	
  and	
  Emissions	
  trading)	
  
to	
  protect	
  the	
  environment.	
  The	
  field	
  is	
  part	
  of	
  
both	
  environmental	
  economics	
  and	
  the	
  conserva9on	
  
movement.	
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 www.inforesources.ch 
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Subsidies; Taxes and 
charges;• Performance 
bonds and deposit-refund 
schemes;• Tradable 
permits and rights, 
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Subsidies 
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Subsidy India Biogas 
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GBI Subsidy India Solar  
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Forest/	
  Wetland	
  
Diversion	
  

Equivalent	
  Parcel	
  
Conserved	
  

$$ 

Real Estate 
Development 
 

Conservation 
Credits 

Species/ Weltland 
Bank 
 

Conservation Banking – How? 
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Current State of Biodiv Markets 
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Biodiversity Markets 
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Green Bonds 
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Cap and Trade 
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Carbon Markets 
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   AB 32 
 

In	
  2006,	
  California	
  passed	
  Assembly	
  Bill-­‐32	
  which	
  
requires	
  the	
  California	
  Air	
  Resources	
  Board	
  (CARB)	
  to	
  
reduce	
  greenhouse	
  gas	
  emissions	
  to	
  1990	
  levels	
  by	
  
2020.	
  

It	
  is	
  oSen	
  referred	
  to	
  as	
  requiring	
  a	
  25%	
  reduc9on.	
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Kyoto Protocol 

Splits	
  the	
  world	
  into	
  two	
  categories;	
  Annex	
  I	
  (With	
  
Binding	
  Targets)	
  and	
  Non	
  Annex	
  I	
  (Developing	
  
Countries,	
  No	
  Binding	
  targets).	
  

Binding	
  Targets	
  for	
  reduc9on	
  in	
  Global	
  Emissions	
  
Flexibility	
  Mechanisms:	
  

Emission	
  Trading	
  
Joint	
  Implementa9on	
  
Clean	
  Development	
  Mechanism	
  

Emission	
  reduc9ons	
  average	
  5%	
  below	
  1990	
  levels	
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Kyoto Protocol 

Annex I 
Non-Annex I 

Not ratified 
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Carbon Market Instruments 

EUAs:	
  European	
  Union	
  Allowances	
  
•  European	
  Union	
  Emission	
  Trading	
  System	
  
•  A	
  Cap	
  and	
  trade	
  system	
  
•  Europe’s	
  Adapta9on	
  of	
  the	
  Emission	
  Trading	
  Scheme	
  under	
  the	
  Kyoto	
  
Protocol	
  

•  By	
  Volume	
  and	
  value	
  the	
  largest	
  Carbon	
  Market	
  9ll	
  date	
  
•  The	
  primary	
  Carbon	
  Instrument	
  is	
  called	
  the	
  EUA	
  –	
  The	
  basic	
  currency	
  of	
  
the	
  carbon	
  market	
  at	
  the	
  moment	
  

•  The	
  UNFCCC	
  Targets	
  are	
  distributed	
  amongst	
  European	
  Na9ons	
  and	
  then	
  
amongst	
  Corpora9ons	
  vide	
  Na9onal	
  Alloca9on	
  Plans	
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Carbon link to other markets 
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Carbon Market Instruments 

–  CERs:	
  Cer9fied	
  Emission	
  Reduc9ons	
  
•  Clean	
  Development	
  Mechanism	
  
•  Project	
  based	
  mechanism	
  
•  Leading	
  to	
  least	
  cost	
  of	
  mi9ga9on	
  
•  Technology	
  transfer	
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Clean Development Mechanism 

CDM	
  Con9nued	
  	
  	
  
The	
  reduced	
  GHGs	
  in	
  a	
  Non–Annex	
  I	
  countries	
  can	
  be	
  sold	
  to	
  an	
  Annex	
  I	
  
country	
  

Emission  
cap 

Actual emissions 

Buyer 

Carbon Credits (CERS) 

Non – Annex I 

Seller 

A CDM project reduces  
the GHG emissions  
in the CDM country 

Value ($$) 
) 
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CDM Process 
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CDM Financing 

20 MW Run of River Hydro 
 
Produces 7,00,80,000 Units of Power 
 
56,064 CERs per annum 
 
Annual Income of : Eur 672,768 
 
IRR without carbon 16% 
 
IRR with carbon 18% 
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CDM Financing 

5 MW Solar Power Plant 
 
Produces 1,05,12,000  Units of Power 
 
8,409 CERs per annum 
 
Annual Income of : Eur 100,915  
 
IRR without carbon 14% 
 
IRR with carbon 16% 
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Voluntary Carbon Markets  
 
(USD Millions) 



© IORA Ecological Solutions Pvt. Ltd. 2015-16 

Sectoral Breakup: 2010 

Source: State of Voluntary Carbon Markets 2010 
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Advantages: VCMs 

–  Lower	
  transac9on	
  costs	
  as	
  compared	
  to	
  Regulatory	
  
Markets	
  

–  Can	
  support	
  much	
  smaller	
  projects	
  
–  Price	
  of	
  credits	
  reflects	
  	
  

•  Quality	
  of	
  projects	
  	
  
•  Premium	
  for	
  addi9onal	
  Community	
  and	
  Environmental	
  
benefits	
  delivered	
  by	
  projects	
  

–  Deliver	
  a	
  low	
  cost	
  op9on	
  to	
  move	
  towards	
  
compliance	
  markets	
  

–  The	
  lower	
  price	
  can	
  enable	
  individual	
  compliance	
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Disadvantages VCMs 

–  Are	
  known	
  to	
  be	
  less	
  stringent	
  on	
  addi9onality	
  than	
  
regulatory	
  markets	
  -­‐>	
  reward	
  ac9vi9es	
  which	
  are	
  business	
  as	
  
usual	
  

–  Known	
  to	
  have	
  less	
  stringent	
  monitoring	
  -­‐>reward	
  unreal	
  
emission	
  reduc9ons	
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Voluntary Standards 

VCS	
  
1. Single	
  largest	
  
Voluntary	
  
market	
  
standard	
  
2. Verified	
  
projects	
  
mounted	
  on	
  
Registries	
  	
  
3. Includes	
  
Forestry	
  

CCX	
  
1. Exchange	
  
traded	
  
standard	
  
2. Was	
  the	
  
largest	
  in	
  the	
  
US	
  9ll	
  recently	
  	
  
3. Includes	
  
Forestry	
  

The	
  Gold	
  
Standard	
  
1. Premium	
  for	
  
high	
  social,	
  
environmental	
  
quo9ent	
  
2. Forestry	
  not	
  
included	
  

VER+	
  
1. Standard	
  
promoted	
  by	
  
TUV	
  	
  
2. Standard	
  
almost	
  non	
  
existent	
  now	
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Forestry and VCMs 

–  Forestry	
  projects	
  fall	
  under	
  the	
  AFOLU	
  category	
  and	
  
are	
  eligible	
  to	
  be	
  awarded	
  with	
  VCUs	
  under	
  several	
  
systems:	
  

•  VCS	
  
•  Plan	
  Vivo	
  
•  Several	
  standalone	
  standards	
  

–  A	
  number	
  of	
  voluntary	
  A/R	
  and	
  AD	
  projects	
  have	
  
taken	
  place	
  across	
  the	
  world	
  

–  A	
  huge	
  pipeline	
  building	
  of	
  Voluntary	
  REDD+	
  
ac9vi9es	
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“Whatever	
  I	
  dig	
  out	
  from	
  you,	
  O	
  Earth!	
  May	
  that	
  
have	
  quick	
  regenera9on	
  again;	
  may	
  we	
  not	
  
damage	
  thy	
  vital	
  habitat	
  and	
  heart”	
  

Atharva	
  Veda	
  (12.1.35)	
  

“O	
  Earth!	
  Pleasant	
  be	
  thy	
  hills,	
  snow-­‐clad	
  
mountains	
  and	
  forests;	
  O	
  numerous	
  coloured,	
  
firm	
  and	
  protected	
  Earth!	
  On	
  this	
  earth	
  I	
  stand,	
  
undefeated,	
  unslain,	
  unhurt.”	
  

Atharva	
  Veda	
  (12.1.11)	
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Voluntary REDD+ “Kick started” 



© IORA Ecological Solutions Pvt. Ltd. 2015-16 

Carbon Finance: Forerunner in Global Env. Finance 

–  Future	
  Cash	
  Flows	
  turned	
  into	
  Present	
  Cash	
  Flows:	
  
Upfront	
  Carbon	
  Finance!!!	
  

–  Form	
  Part	
  of	
  Central	
  Project	
  Finance.	
  
–  Fill	
  in	
  the	
  gaps	
  in	
  Project	
  Finance.	
  
–  Classical	
  Case	
  of	
  Environmental	
  Finance	
  for	
  
implemen9ng	
  Clean	
  Projects	
  !!!	
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Climate 
Insurance 
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"We'd be out of our minds if we 
wrote weather insurance on the 
opinion global warming would 
have no effect at all.” 

    -Warren Buffett, May 2006 
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Climate Insurance 

The	
  Bali	
  Ac9on	
  Plan	
  called	
  for	
  
“considera*on	
  of	
  risk	
  sharing	
  and	
  
transfer	
  mechanisms,	
  such	
  as	
  
insurance”	
  

Insurance	
  can	
  be	
  both	
  preven9ve,	
  
adapta9ve	
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Bali action Plan 

–  Revenues	
  are	
  to	
  be	
  raised	
  through	
  a	
  uniform	
  global	
  levy	
  on	
  
CO2.	
  

–  Part	
  of	
  the	
  revenues	
  will	
  be	
  contributed	
  to	
  a	
  Mul9	
  Lateral	
  
Fund	
  

–  Fund	
  	
  to	
  be	
  spent	
  on	
  two	
  themes:	
  
•  Preven9on	
  Pillar:	
  Adapta9on	
  
•  Insurance	
  Pillar:	
  Climate	
  Impact	
  response;	
  relief	
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Action Plan 

–  	
  Preven9on	
  measures	
  to	
  reduce	
  climate-­‐related	
  risks,	
  including	
  economic	
  
risks,	
  [to	
  human	
  and	
  economic	
  well-­‐being];	
  	
  

–  A	
  Climate	
  Insurance	
  Assistance	
  Facility	
  (CIAF)	
  to	
  provide	
  technical	
  support	
  
and	
  financial	
  assistance	
  to	
  enable	
  countries	
  to	
  access	
  regional	
  private	
  and	
  
public-­‐private	
  insurance	
  systems	
  for	
  middle	
  layers	
  of	
  acute	
  climate-­‐
related	
  risks.5	
  	
  

–  Addi9onal	
  interna9onal	
  support	
  for	
  developing	
  countries	
  is	
  provided	
  by	
  	
  
–  (c)	
  A	
  Climate	
  Insurance	
  Pool	
  (CIP)	
  to	
  absorb	
  a	
  propor9on	
  of	
  high	
  layers	
  of	
  

acute	
  climate	
  related	
  risks;	
  
(d)	
  A	
  Chronic	
  Risk	
  Management	
  Facility	
  (CRMF)	
  to	
  plan	
  for	
  and	
  absorb	
  a	
  
propor9on	
  of	
  chronic	
  climate-­‐related	
  risks	
  (e.g.	
  sea	
  level	
  rise,	
  
deser9fica9on,	
  etc.).6,7	
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What’s in store? 

	
  	
  	
  	
  Developing	
  na9ons	
  benefit	
  from	
  agreed-­‐upon	
  
coverage	
  for	
  high-­‐level	
  losses	
  through	
  a	
  Climate	
  
Insurance	
  Pool	
  with	
  premiums	
  paid	
  fully	
  by	
  
developed	
  countries	
  through	
  the	
  financial	
  
mechanism	
  of	
  the	
  future	
  climate	
  change	
  regime	
  and	
  
from	
  assistance	
  for	
  risk-­‐pooling	
  mechanisms	
  that	
  
cover	
  residual	
  middle-­‐layer	
  risks	
  (CIAF).	
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Industry Response 

•  World’s largest insurance company, AIG, just released a new climate 
change policy 

•  World’s largest reinsurer, Swiss Re, is heavily engaged in the climate 
change debate 

 -lobbying for US carbon cap (McCain-Lieberman bill) 
 -asking questions of D&O clients 
 -directly involved in and funds research on science, economic  

impacts, modeling issues 
•  World’s largest broker, Marsh, is engaging its corporate clients on the 

need to deal with climate risk, and developing new products/services to 
help clients manage these risks 

 -white paper 
 -client call 
 -differential pricing on D&O insurance? 

•  One of the world’s largest providers of surplus and specialty lines, 
Lloyd’s, recently issued a strong call to action to the global insurance 
industry 
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Our Clients & Partners 



© IORA Ecological Solutions Pvt. Ltd. 2015-16 

Contact 
	
  

Swapan	
  Mehra	
  
Founder	
  &	
  CEO,	
  Iora	
  Ecological	
  Solu9ons	
  

Email:	
  swapan@ioraecological.com	
  
Phone:	
  +919810341115	
  


