Promoting the Co-benefits Approach
through the Financial Mechanism,

"Cool Earth Partnership"
-Aligning Climate and Development-
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The Announcement of Financial Mechanism, "Cool Earth Partnership"

The Cool Earth Partnership was announced by Japanese Prime Minister Fukuda at the World Economic
Forum Annual Meeting 2008 in January 2008, in Davos, Switzerland. This new initiative aims to
strengthen Japan's support to developing countries in efforts to address climate change. Under the
partnership, the Government of Japan has pledged financial support amounting to approximately US $
10 billion (1,250 billiion Japanese Yen) over the next five years. Japan is undertaking policy —~
consultations with developing countries that are making efforts to reduce GHG emissions and achieve

economic growth in a compatible way.

Co-benefits Dialogue with Developing Country Partners

Under the partnership, the Ministry of the Environment, Japan (MOEJ) has been promoting policy and
technical dialogue with developing country partners and key stakeholders, with a view to implementing co-
benefits activities for climate and development.

A Workshop on Co-benefits Projects through ODA Loan in Vietnam was held by MOEJ and the Japan
Bank for International Cooperation (JBIC) on 15 May 2008 in Hanoi, Vietnam. The Workshop contributed
to enhancement of understanding on the co-benefits approach through Japan's ODA Loan projects in
Vietnam and financial mechanisms under the "Cool Earth Partnership". Participants jointly learnt the
practical aspects of how co-benefits projects would be formulated.

MOEJ and the Ministry of Environment Protection, China, concluded the "Statement of Intent on
Cooperation on the Co-benefits Approach Addressing Climate Change and Environmental Improvement"
in December 2007. Under the statement, both ministries will intensify their efforts to promote policy
dialogue on development and implementation of several co-benefits projects in China.

MOEJ and the Ministry of Environment, Indonesia agreed on the "Statement of Intent on Cooperation on
the Co-benefits Approach" in December 2007. Under the statement, both ministries held a policy

consultation meeting in March 2008 to formulate co-benefits projects in Indonesia.




How to Use Tools to. .
Formulate Co-benefits Projects

To share Japan's experience and know-how, MOEJ has conducted studies on good practices for projects,
and developed technology maps (lists of technologies applicable to co-benefits projects) and tools to
formulate potential co-benefits projects. Those tools assist to formulate co-benefits projects, with focus on air
quality management, water quality management and waste management.

Through utilization of those tools, Japan moves forward with development and implementation of co-benefits
projects to address both GHGs emission reduction and development.

Catalog for Identification of Co-benefits Projects to
GHG Reduction and Local Environmental Improvement

One Example is outlined below.

Project participants may wonder how to
formulate  co-benefits project. The Catalog
will be helpful to recognize the outline and
steps for developing a project.

Compare;

1) current conditions and

2) a suggested co-benefits project
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Prevention of water
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Methans recovery and
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- Release of methane from
sludge fields

- Method for processing
dried sludge, etc.
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Merits of co-benefit-based
countermeasures

- Prevention of methane releases

into the air (effective use in
power generation)

- Partial power substitution in

treatment plants or gas supply
to the market

Current freatment method

- Sewage treatment is conducted using a seftling tank (or lagoon) in the
sewage freatment plant.

- Large quantities of sludge are produced in sewage treatment.

- Produced sludge is stored in sludge fields (sludge pits) for drying/volume
reduction.

Catalag for Identification of
Co-Banefits Projects to GHG Mitigation and Local
Environmental Improvement -

- Dried/reduced sludge is piled outdoors or undergoes combustion processing.

- No financial plans exist for installation of methane recovery and use facilities.
- Energy used within the sewage treatment plant comes from fossil fuels.

New treatment methods

- Existing settling tank treatment continues unchanged.

- Emitted sludge undergoes anaerobic fermentation in a bio-digester; methane
is recovered.

- Recovered methane is used to generate electricity.

- Energy obtained from generation is used to substitute power from the grid,
etc. (or is provided as gas to the market).

New facilities, etc., to be introduced through the co-benefit-based project
~Bio-digester, generator, etc.

If the "problem case"
is applicable to
your project site,
go to a "potential
case check sheet".
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Good Practices Matrix

You can figure out Estimated annual GHG Reduction by using the simplified chart.
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Support for Formulating and Implementing Co-benefits Projects

Tools for co-benefits projects will be continuously developed including a technology map and manuals.
MOEJ will also develop proactive tools and manuals including a "Good Practice Manual" and study
criteria related to co-benefits projects, in an attempt to formulate and implement co-benefits projects to
address both GHGs emission reduction and development. Recognizing the importance of formulating
tangible co-benefits projects in developing countries, feasibility studies and capacity building will be
launched to share Japanese expertise and know-how. These activities will be focused on not only

environmental improvement, but also other areas including renewable energy and energy efficiency.

Expanding International Cooperation on Co-benefits Projects

MOEJ and Japanese stakeholders welcome broader participation in policy and technical dialogues to
establish a common denominator for promoting the co-benefits approach addressing climate change
and development among relevant ministries in developing countries. MOE] has established a
cooperation framework, called the Asia Pacific Gateway to Climate and Development (AP Gateway) |
for information sharing and project support. The AP Gateway focuses on the co-benefits approach to
support concrete projects with participation by both environmental ministries and development
planning agencies. The Kick-off meeting was held in April 2008 in Bangkok, Thailand, jointly by the
United Nations Economic and Social Commission for Asia and the Pacific (UNESCAP), and the

Overseas Environmental Cooperation Center, Japan (OECC).

Financial Mechanisms to Promote Co-benefits Approach

As part of the "Cool Earth Partnership", the Government of Japan plans to offer ODA loans with higher
concessionality than the conditions currently applicable to environmental projects. Financial assistance
and capacity building are critical to implement activities based on the co-benefits approach to achieve
mitigation of climate change and sustainable development in developing countries. In this regard, MOEJ
will continue to intensify its efforts to expand international cooperation with developing countries and
other donors.

In addition, Japan is now preparing to create a new multilateral fund together with the United States and
the United Kingdom. This fund will be utilized to strengthen the solidarity with developing countries and
work towards the reduction of GHG globally.
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