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PRESENTATION

CAPAS IS a component WIthm the Central Amencan RegIOnal EnvIronmental Program
(PROARCA) that responds to a need to support the regIOnal agenda for the Central
Amencan CommISSIOn on EnvIronment and Development (CCAD) Tills program IS
financed entIrely by the Ulllted States Agency for InternatIOnal Development (USAID)

CAPAS means Central Amencan Protected Area System The program IS based out of
Guatemala City, however ItS coverage IS at the Central Amencan level (BelIze,
Guatemala, EI Salvador, Honduras, NIcaragua, Costa Rica and Panama)
PROARCAICAPAS works m the followmg fields protected areas, forests and clImate
change, natural resources polIcy bUIldmg and strengthenmg, marketmg of
envIronmentally fnendly products (coffee and tounsm), trammg and a small grants
program that supports all the fields mentIOned above

WIthm the natural resources polIcy component, a tOPIC that has called a lot on the
attentIOn of the Central Amencan governments, SOCIety and people, IS evef\1hmg related
to the Ulllted NatIons ConventIOn on ClImate Change (UNCCC) In thIs tOpIC, the
Central Amencan region has demonstrated leadership and creatIvIty m the generatIOn of
projects for mItIgatIOn of the effects of the Green House Gases (GHG), namely wIthm the
pIlot phase of the Jomt ImplementatIOn (IT) mechamsm WIthm thIS mechalllsm, whIch
focuses mamly on Carbon DIOXIde (C02) both m emISSIOns reductIOns and mItIgatIOn
projects, Central Amenca has been able to come up WIth an estimated 50% ofthe projects
around the world Even though projects have been developed, financed and
Implemented, there has stilI been a bIg questIOn on how large or what form the market IS
gomg to develop

In terms of ClImate Change projects, Central Amenca has been able to place projects as
field actIVItIes (reforestatIOn, conservatIon, etc) and at the finanCIal level (Carbon
Offsets, Tradable CertIficates, etc) Not wIthstandmg the above, the questIOn has still
remamed about the locatIOn, SIze and expectatIOns of the market ThIS study IS a first
approXImatIOn to answenng some of these questIOns m an orderly and systematic way

PROARCA/CAPAS WIshes to thank all the orgalllzatIons and mdIvIduals that helped In

the development of thIS study and hopes thIS small contnbutIOn helps the Central
Amencan regIOn achIeve further successes m the global tOpIC of ClImate Change

Rafael Calderon
Natural Resources PolIcy Component

PROARCA - CAPAS
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I EXECUTIVE SUMMARY

A Summary ofResults

The Central Amencan countrIes are mterested m pOSItIonmg themselves to take aCHntage of the
emergmg market for greenhouse gas (GHG) emISSIOn reductIOns, often called "caruon offsets"
Demand for carbon offsets IS mcreasmg due to the recently adopted Kyoto Protocol (KP), whIch
lImIts GHGs m thIrty-eIght developed and transItIOnal countrIes WhIle the KP ha~ not yet
entered mto force, some companies are already buymg emISSIons reductIOns A san ey of
fourteen organiZatIOns mcludmg pnvate sector emlttmg companies and GHG offset buymg
consortIa / mstItutIOns from the US, Canada and Europe provIded mSIght mto ho"\ Central
Amencan countrIes can take advantage of growmg opportunitIes to sell reductIofu of GHG
emISSIOns

o Central Amencan emISSIOns reductIOns are regarded as attractive but not premIUm
Central Amenca's polItIcal stabIlIty and enablmg envIronmental polIcy frame ork makes
mvestment m the regIon's offsets mterestmg However, some factors that \\o_ld make
emISSIOns reductIOns from Central Amenca more attractIve mclude low cost -eductIOns,
good partners, credIble projects, the potentIal for domg busmess m the regIon ~trong and
cooperatIve natIonal CDM offices wIth clear cntena on elIgIble projects, othe- envIronmental
benefits, and more concrete multIlateral CDM polIcIes

o PrOjects m the energy sector were overwhelmmgly favored over carbon sequestratIOn
projects Respondents attnbuted thIS to more familIanty wIth power projects ::.ad a perce1\ ed
hIgher nsk for forestry projects RIsks cIted mclude regulatory, baselIne/metrodologlCal
polItIcal and credibIlIty/ reputatIon It IS possIble that some of these perce1\ec 'lsks rna) be
amelIorated by the IPCC report on land use change and forestry whIch IS due \fay, 2000 and
by the decIsIon on the tOPIC whIch may be taken by the PartIes at COP6 Ho\ e\ er, It IS
Important to note that at thIS pomt m tIme, mvestors are more lIkely to mvest :: energy than
m forestry sector projects

o Most companies surveyed are currently mvestmg m emISSIOns reductIOns or r ::mnmg theIr
strategy to respond to future polIcIes and/or regulatIOns expected to be m place by 2005-2010
WhIle actIOns to date are pnmanly voluntary, many companies have reductIOn targets and
are hopmg to receIve credit for "early actIOn" ThIS mterest m early actIOn"' ould JUStIfy
the tIme and effort whIch Central Amenca IS puttmg mto the process ofprojec IdentIficatIon
at thIS early stage

o ExpectatIOns are that future reductIOns WIll be sought pnmanly through a COIT.JmatIOn of
mternatlOnal offsets and domestIC offsets ThIS eagerness to acqUIre mternat'onal offsets
also JustIfies the current Central Amencan mvestment m prepanng for the mte-natIOnal
carbon market

o ComplIance with regulatory oblIgatIOns IS the mam dnver for offset m, e5tment
declSlons, although new busmess development IS also qUIte Important ThIS cderscores the
CntIcalimportance ofkeepmg engaged m the mternatIOnal negotIatIOn proces exertmg
pressure for the Kyoto Protocol to be Implemented as soon as possIble, m ordc- to create the
necessary mternatIOnal regulatory oblIgatIOns There are of course parallel na anal
regulatory oblIgatIOns whIch may be assumed by mdustrialIzed countrIes, but Central
Amenca has no mfluence over these
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Figure 1 Illustrative QuestIOns and Responses

QuestIOn Percent of Respondents
Have Internal Target for Reducmg EmIssIons 42%

Intend to mvest m InternatIOnal Projects 80%

Intend to Invest m Reducmg EmIssIOns m Current OperatIOns 80%

Plan to reduce EmISSIons VIa New Busmess-Related Investments 70%

WIll ConsIder EmIssIOn ReductIOns Unrelated to Core Busmess 35%

CredIt for Early ActIOn IS Important MotIvator 75%

Preference for Energy Sector Projects 85%

Important Feature ofInvestments Pnce / Cost 75%

Important feature of Investments CredIbIlIty (polIcy, partner, 50%

reductIOns)

WIll consIder buymg EmIssIOn ReductIOns m Central Amenca 70% I

B Summary ofRecommelldatlOllS

Central Amencan GHG offset sellers can take several steps to pOSItIon themselves better m the
evolvmg market for GHG reductIOns

o EmphasIs must be placed on provIdmg reductIOns at a reasonable pnce, or tImmg the
sale of reductIOns to take advantage of possIble future spIkes" m pnce TransactIOn
costs should be mternalIzed as much as possIble, and reduced through economIes of
scale AlternatIvely, a dIfferentIated product that meets the needs or preferences of
buyers may be able to JustIfy a hIgher pnce

o Enhancmg the credlbilIh of GHG emISSIOn reductIOns should be a pnonh
CredIbIlIty IS affected not only by project deSIgn, but also by the partner orgamzatIOns
mvolved m project ImplementatIon, and the domestIc polIcy framework and government
approval process for projects

o The appeal of energy sector projects should be conSIdered m IdentIfymg potentIal
emISSIOn reductIon opportumtIes and projects Survey respondents expressed an
overwhelmmg preference for projects m thIS sector because most emItters are eIther m
the energy busmess or energy productIOn or consumptIOn IS mtegral to theIr busmess The
potentIal for usmg GHG emISSIon reductIOn capItal, as a source of co-financmg for
renewable energy should be actIvely explored

o Buyers perceIve that forestry sector reductIOns are more nsky than energy sector
reductIons Therefore, sellers of forestrv-related emISSIOn reductIOns should carefulh
evaluate the range of fIshs their projects face, and develop nsk mItIgatIOn plans and
strategIes for each nsk As m project finance, It may be pOSSIble to find someone or some
mstItutIon to take on each nsk or provIde adequate co, erage (e g , msurance, guarantee)
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The seller should expect to Incur some costs to manage nsks but - If reasonable - these
can be factored Into the pnce ofreductlOns

o Mechamsms for reducmg risk Include selhng only part of the emlSSlOns reductions
(carbon sequestered) and retaInmg the remamder to cover unexpected losses purchasmg
msurance to sell with the reduchons, paymg a third-party to guarantee reductIons,
syndlCatmg the sale of reductlOns to several buyers (to reduce their respectn e exposures
to nsk), or poohng reductlOns from several different types of projects for sale to one or
more mvestors

o The forestry sector produces bIOmass, whIch IS hkely to play an mcreasmgh Important
role m power generatlOn sector Forest / plantatlOn managers and blOmass power project
developers should collaborate to explore the development of proJects wIth both forestry
and energy components

o Central Amencan countnes could take on a leadership role m the COP and ::,ubsldmry
bodies to apply pressure to get the CDM "up and runnmg" so that uncertamh about
mternatlOnal rules IS reduced

II BACKGROUND AND INTRODUCTION

In December 1997, 159 Parties to the UN Framework ConventlOn on Chmate Change adopted the
Kyoto Protocol (KP) The KP sets hmlts on emlSSlOns of carbon dlOxlde and five other
greenhouse gases (GHGs) from 39 countnes, mcludmg the OECD countrIes and countnes with
economies m transitlOn (EITs) These countnes (collectively called "Annex B" countrIes) have
agreed to reduce their GHG emissions by an average of 5 2% from 1990 levels dunng the penod
from 2008 - 2012 Reduction commitments vary among Annex B countnes There are no hmlts
on emlSSlOns from developmg countries The KP was open for signature for one year from March
1998 to March, 1999 After that date countries must adhere to It It Will enter mto force when at
least 55 countnes representmg at least 55% of the 1990 GHG emlSSlOns of Annex B countnes
rahfy It As of July 1999 only 12 countnes have ratified

The Protocol mcludes three mechamsms WhICh, when further articulated and Implemented, wJlI
provide Annex B countnes with flexlblhty for reducmg emissions Article 17 of the KP provides
for mternahonal emlSSlOns tradmg among Annex B countries of "assigned amounts (I e , surplus
GHG emission reductlOns which are not hnked to a particular proJect) m a manner slmJlar to how
sulfur dlOxlde allowances are currently traded among electriC uhhtles wlthm the US The
mechamsms for undertakmg and regulatmg allowance tradmg WIll be elaborated 0\ er hme

The second mechamsm among Annex B countnes IS the outhned m ArtIcle 6 of the KP Under
"Jomt ImplementatlOn" or n an enhty m one Annex B country can finance a project which results
m GHG emlSSlOns reductlOns m another Annex B country n Will allow compames or
governments from OECD countries to finance GHG reductlOns mElTs, where margmal costs of
abatement are lower In return for financmg reductlOns, the mvestor would obtam credit agamst
their home-country KP obhgatlOns The KP allows credltmg of GHG reductlOns onh for that part
of a project WhICh IS "addihonal ' to what market forces would nonnally dictate under a
"baselme" or busmess-as-usual scenano Credltmg of reductlOns dunng the AIJ pJlot phase was
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forbIdden by mternatIOnal agreement m 1995 The rules for JI credltmg among Annex B
countrIes from 2000 forward wl1l be developed over the next few years

Fmally, Artlcle 12 of the KP estabhshes a "Clean Development Mechamsm" (CDM) WhICh
would allow for proJect-based JI transactIOns between Annex B countnes and deve10pmg
countrIes ThIS IS the mechamsm of most mterest to Central Amencan countnes The CDM
mcludes a prOVISIon allowmg credIts for transactlOns trom 2000 to 2007 to be apphed toward
obhgatlOns m the commItment penod of 2008-20 12 Slgmficant work IS needed to artIculate
several key proVIsIons of the CDM before It can become operatlOnal The desIgn and functlOns of
the CDM WIll mfluence the extent to whlCh mvestors are mterested m buymg GHG reductlOns
from developmg countrIes

Adoptlon of the KP suggests OECD compames and governments WIll hkely reduce GHG
emISSIons m the next 10-15 years Some WIll want to purchase emISSIOns reductIOn credIts from
other countrIes to fulfill part of theIr KP obhgatIOns However, untIl the KP enters mto force and
the measures speclfymg how It WIll be Implemented are put m place, the market for emlSSlOns
reductIOn credIts WIll be subject to consIderable uncertamty, wIth the VIews of mdlvIdual
potentlal mvestors remammg largely unknown Nonetheless, a market for emISSIOns reductlOns
has been evolvmg over the last ten years as compames (faced wIth the threat of future regulatlOns
to hmlt emlsslOns), governments and NGOs have Identified potential opportumtIes for cross­
border GHG emISSIOns reductIOn transactIOns

To date, thIS market has consIsted pnmanly of demonstratlOn actiVIties sponsored by OECD
governments as well as deals between pnvate partIes In addltlon, pnvate partIes have been
tradmg GHG reductIOn credIts (and optIOns on credIts) for the year 2000 and beyond m the hope
that such transactIOns WIll be acceptable under a future KP regIme The SIgnIficant uncertamtIes
surroundmg such transactIOns have led to a WIde range ofpnces for GHG reductIOns, from SO 40
per ton of carbon (tC) up to $10 per tC Factors that mfluence pnce mclude, among others
margmal abatement costs, pnce preferences on the part of sellers, transactIOn costs, opportunity
costs on the part of the buyer, and the "pnce sensltlvlty of buyers (governments tend to pay
more for the learnmg expenence whl1e compames tend to want to focus on actual emISSIOn
reductIOns)

Many Central Amencan countrIes see great potentlal trade opportumtles m the evolvmg market
for GHG reductIOns However, It IS clear that other developmg countnes may have a WIder array
ofpotentlal proJect-based reductIOns to choose from, mcludmg m sectors where potentIal
mvestors see market-entry and growth opportumtles Thus, Central Amencan countnes should
posltlon themselves wlthm the larger evolvmg market for GHG reductIOns m a manner that
emphaSIzes theIr comparatlve advantages and glVes them an edge relahve to other sellers of GHG
reductIOns POSltlonmg reqUlres a good understandmg of the VIews and preferences ofbuyers,
partlCularly wIth respect to preferred sectors, busmess development and growth opportumtles,
amounts of reductIOns needed, mstltutIOnal arrangements, nsk mltlgatlon, and tlmmg These and
other factors WIll mfluence where they WIll put theIr llmlted resources for reducmg theIr future
GHG emISSIOns llabIhtles

III METHODOLOGY

The pnmary method for data collectlon for thIS study was a survey ofpotentlal buyers ofGHG
emISSlOns reductIOns and/or mvestors m projects that aIm to reduce GHG emISSIOns CSDA,
INCAE and CCI agreed that respondents should be mamly from North Amenca, wIth some from
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Europe and Japan A breakdown of 5 from Canada, 16 from the US, 6 from Europe and 3 from
Japan was agreed upon as a target Potential respondents were Identified by CSDA and CCl
accordmg to the varymg degrees of mterest m GHG Issues expressed by compames m vanous
forums (e g , particIpatIOn m meetmgs on GHG tradmg, conferences, workshops, papers,
presentatIOns, etc)

The survey was sent to thirty two pnvate and publIc compames m the US, Europe, Canada,
Japan, and three European governments (Switzerland, Norway and the Netherlands), as well as
two mdustry trade aSSocIatIOns, and a U S state government oftset trust This group ofpnvate
and government mtervlewees was contacted by telephone and then sent bach.ground mfonnatlOn
on Central Amenca (Annex II) along with a survey of 27 questIOns (Annex I) Participants were
then offered a chOIce of telephone mtervlews or respondmg m \"TItmg

A total of fourteen respondents completed the sun ey Only a few non-respondents mdlcated the\
were not mterested The remammg non-respondents appeared to have been unable to find tIme to
complete the survey All three natIOnal Governments (SwItzerland, Netherlands and Norway)
were reluctant to respond, although they have all been active m m" estmg m pIlot phase offset
proJects, as well as m the clImate negotIatIOns on the Clean De" elopment Mechamsm The three
mVIted Japanese compames chose not to respond The fourteen partIcIpants \\ ho dId respond,
however, represent a broad range of emlttmg mdustnes (electnc utilIties, mdependent power
producers, coal & oIl compames, manufactunng compames and automotive, as well as two
mdustry trade groups) m the US, Canada and Europe

Respondents were selected to provIde a range of VIews Rather than mtervle\\ only those
compames that are very active, the survey aimed to obtam Vle\\ s and preferences from those
actively engaged m pIlot projects and CDM polIcy-makmg, as \\ell as from those who are less
mvolved or have not focused attentIOn on reductIOns Of the potential participants m offset
actiVIties, the energy mdustry, particularly the electriC utilItIes and mdependent power producer...
have been the most active to date This survey also sought to obtam the opmlOns ofpotential
mvestors m Central Amencan carbon offsets that have been less active than electnc utilIties,
mcludmg the coal, 011 and gas and automotive mdustrles

As differences of awareness on carbon offset Issues wlthm compames vary \\ Idely, the mtervle\\
team chose a combmatIOn of envIronmental managers (SIX of total), who are more famIlIar With
meetmg regulatory reqUIrements but may be removed from the deCISIOn makmg process for ne\\
mvestments, and Busmess Development managers (five of total respondents) who are mtImateh
familIar With cntena for makmg busmess mvestment deCISIOns, but not as familIar With meetmg
regulatory reqUIrements The remammg respondents are m pOSItIons responSible for complIance
and busmess development As the results of the survey show, compames tend to view mvestmg
m offsets as pnmanly a complIance Issue rather than a busmess development Issue

It should be noted that the mformatlOn and observatIOns m all sectIOns are based upon the
mfonnatlOn proVIded by the survey respondents and mtervieVvees of the stud\ and do not reflect
the opmlOns of the authors, except where expressly noted

IV SURVEY RESPONSES

The survey of potentIal buyers / mvestors was undertaken to Identify current GHG reductIOn
needs and preferences and gauge wIllIngness to mvest m carbon offsets m general, as well as
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Central Amencan offsets specIfically The objectIve IS to mform Central Amencan governments'
efforts to market and sell GHG reductIOns from theIr respectIve countnes

1 Home government GHG reductIOn polIcIes or regulatIOns, expectatIOns for
regulatIOn by 2005, means to Implement GHG reductIOns

Out of the fourteen, mne respondents mdIcated that theIr home government has reductIOn
polIcIes, although these were voluntary programs such as the U S ClImate Challenge program
Not all respondents from the U S and Canada agreed as to whether theIr governments actually
have such polICIes or regulatIOns The State of Oregon, m the US, has actual legIslatIOn
requmng that an effiCIency standard of 15% Improvement must be met m the power sector and
that both mternatIOnal and domestIc offsets may be used to meet the target The state has set up a
trust to purchase and resell offsets for thIS purpose Offsets may be purchased from a WIde
"basket" of optIons, mcludmg mternatIOnal CDM renewable energy, energy effiCIency and
carbon sequestratIOn offset projects Of the European respondents, only dId one m Norway
mdIcate theIr government has commItments (e g , carbon tax)

About half of the respondents expect that theIr governments WIll mtroduce polICIes or regulatIOns
to lImIt GHG emIssIOns by 2005, whIle the balance expect such polICIes to be m place by 2010
SI"\. respondents mdIcated they expect theIr governments to mtroduce hard targets, and most
mdIcated they expect theIr governments to mtroduce mcentIves as a means to lImIt emIssIOns

2 Company reductIOn targets

Of fourteen respondents, SIX (42%) mdIcated that they have adopted mternal targets, mcludmg
several that mtend to reduce emISSIOns by more than 20 mIllIon tons by 2000,2005 or 2008-2012
Examples of these targets mclude

o 24 mIllIon tons by 2000
o 10-20 mIllIon tons by 2010
o 26 mIllIon tons by 2000, WIth addItIonal 10% reductIOn by 2005
o 56 mIllIon tons by 2012

EmISSIons SImIlar to what theIr go\ernments are aSSIgned under the Kyoto Protocol (e g ,-7% of
1990 levels by the first commItment penod) The thIrd commItment lIsted abo\ e represents a
commItment beyond what would be reqUIred under the Kyoto Protocol Although respondents
dId not mdIcate theIr total emISSIOns, the company targets noted above represent a lImItatIOn
WhIle the amounts may be representatIve of future reqUIrements to lImIt emISSIOns If Kyoto
Protocol targets are translated mto regulatIOns, such voluntary commItments are an exceptIOn
rather than a rule among compames throughout developed countnes

3 EmISSIOns reductIOns achIeved as of February 1999

EIght respondents (57%) have already achIeved some emISSIOns reductIOns Of these, the
maJonty of reductIOns have been \Ia changes m operatIOns (although not for each company)
whIch ranges from 1,300-32 mIllIon tons The second hIghest target area for mvestments has
been domestIC (offsets wIthm home country), rangmg from 8,000 - 1 176 mIllIon tons, whIle the
lowest appears to be overseas WIth reductIOns of65,000 - 816 mIllIon tons One consortIUm has
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achieved reductIOns of 170 milhon metrIc tons C02, although It IS unclear how thIS IS broken
down between mdividual members

4 Tvpes of planned purchases/mvestments

The maJonty of respondents (80%) expect to put resources mto emISSIOns reductIOns m
mternatIOnal projects and through mvestmg m changes m current operatIOns Howe\ er,
domestIc offsets (65%) and new mvestment related to the core busmess (70%) are e'\pected to be
almost as Important Investments related to non-core busmess are the least attractI, e but WIll be
consIdered by 35% of the respondents (one utIhty, one 011 and gas company and one entIty
estabhshed to purchase emISSIOn reductIOns) Several mterviewees said that It IS too early to tell
what type of mvestments they would consIder, as they would need establIshed rules or a market
before they begm tradmg

InternatIOnal Projects
Invest m Current OperatIOns
DomestIc Offsets
New Investments - Core Busmess
Investments Related to Non-Core Busmess

80%
80%
65%
70%
35%

5 AntIcIpated tImmg for mvestmg m addItIonal reductIOns

FIve of the partICIpants mdicated that they were unsure "when" they would (further) mvest m
emISSIOns reductIons and noted the Importance of the tImmg of polIcy decIsIons 1\e\ ertheless, a
few survey partICIpants (25%) have started to purchase offsets or make mvestments and a few
more (15%) WIll begm m the next twelve months One company plans to search' mtensively m
the Fall of 1999", whIle another plans to buy reductIOns of 6M tons m 2000 Yet another WIll
start "as soon as the mternatIOnal /natIonal framework allows the purchasmg of credits"

As soon as government pohcles are put mto place, several compames could move qUIckly to
make addItIonal purchases (that IS, they are prepanng for purchases that they WIll make once rules
are m place) One company expects to mvest m / purchase emISSIOns reductIOns m the order of 3
- 6 M tons / C02 per year for the years 2002 to 2012 Another company stated that future
mvestment IS hkely withm 5 years Would conSIder nsk. mitIgatmg actIOns - such a:> considenng
C02 m busmess deCISIOns and future deals WIth contract optIOns, etc pnor to thIS tIme'

The vanatIOn m tImmg of expected purchases IS due pnmanly to dIfferences m strategy at the
company level, although pohcy / regulatory declSlons by governments are Important factors
VanatIon IS not a functIon of mdustry

6 Relative Importance of envIronmental polIcy/regulatIOn complIance and busmess
development III e"'{Istmg and/or planned GHG emISSIOns reductIOn
purchases/mvestments

On average, compames ascnbed greater Importance to pohcy/complIance as the dnnng ObjectIve
for theIr eXIstmg or planned GHG emISSIOns reductIOn purchases/mvestments relatl\ e to busmess
development (polIcy / complIance receIved 91 pomts out ofa potentIal140, whIle busmess
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development received 73 pomts out of a potentIal 140) Four partIcIpants accorded greater
pnonty to busmess development, and one gave equal Importance to policy/compliance and
busmess development This distrIbutIOn reflects only partly whether the respondent IS responsIble
for compliance or busmess development Compliance speCIalists are generally av,are of busmess
development pnontIes wlthm theIr compames

7 PolIcy dnver(s) mfluencmg declSlons to mvest m further reductIOns

Asked what will be the mam dnvers for a deCISIOn to mvest m or buy further reductIOns, 75% of
the respondents mdicated that government poliCIes are a mam dnver EconomICS, return on
mvestment and offset pnce were noted by 38% respondents, as were demands or mterests of
customers One company mdicated that stakeholder and "good wIll' Issues m countnes where
they have holdmgs are the mam dnvers for mternatlOnal offset mvestments

8 Importance of natIOnal polICies and mcentn, es m your home country/state m
mfluencmg chOice of how to reduce emiSSIOns

EmISSIon reduction poliCIes m mvestor countrIes have a strong mfluence on "ho\V" compames
achIeve offsets and reductIOns

Selected respondent comments mcluded

o "PolicIes are Important - we are not likely to make a SIgnIficant new mvestment WIthout
some confidence that we [can use] offsets agamst possIble future reqUirements"

o "PoliCies are cntical- mternatIonal reductIOns need to count agamst domestIC obligations"
o NatIOnal poliCies are' very Important - there IS a hIgh nsk that mvestments expended early

WIll be nullIfied"
o "Very [Important] - state law reqUires reductions from new po\,er plants"
o "NatIOnal poliCIes are the key Issue they define the feaSIbIlity of the GHG reducmg

mvestments and the competitiveness of the dIfferent power productIOn technologIes"
o "Government poliCIes are cntical before we would partICIpate"

However, some respondents felt that host country poliCIes are very Important CredibIlity appears
to be a key Issue (as noted eIther expliCItly or ImpliCItly - e g ,expropnatIOn) One respondent
noted that there IS a need for confidence m the multilateral mechamsm

9 "Credit for early actIOn" as motivator to mvest m offsets III advance of regulatory
reqUirements

Three quarters of the respondents felt that mcentives for early actIOn are cntIcal for motIvatmg
them to buy emISSIons reductIOns or mvest m projects m advance of regulatory reqUIrements
(e g , whIch some expect by 2005 and most expect by 2010) 20% were not as confident that the\
would mvest early, even If credIt for early actIOn were established, due to hIgh costs for
developmg baselmes and uncertamtIes around the compames's nghts to use the credits for
domestic compliance

9



Credit for Early ActIOn IS

MotIvatIng Factor

FIgure 2 Importance of Credit for Early ActIOn
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10 POSitIOn on "early actIOn"

More than 80% ofthe respondents are active supporters of "credIt for early actIOn" legIslation
now under conSIderation m the U S Senate and also m Canada 11us IS not that surpnsmg, smce
some respondents were selected - m part - because they have partICIpated m meetmgshmtIatnes
related to GHG emISSIons reductIOns and tradmg A more representatI\ e sample of US mdustI)
would not show as much support for early action One respondent IS de\ elopmg a pohcy on thIS
subject and another WIll not buy offsets wIthout an estabhshed market e\ en It credIt for early
action IS granted One respondent noted ItS OppOSItIOn to CredIt for Early ActIOn because It IS a
problematIc pohcy, whIle another claImed support for the concept but not the current draft
legIslatIOn proposed by several U S senators

11 Preference for emiSSIOns reductIOns m certam sectors

Preference fa­
Energy Secta-

FIgure 3 Preference for Energy Sector

as plantatIOns for bIOmass m the production
of energy

Of the responses, an overwhelmmg maJonty
e,<pressed a preference for projects m the
energy sector, or for projects that use
mumcipal waste to generate electrICIty
(methane, landfill converSIOn, etc) Two
reasons were cIted more familIanty wIth
power projects and, a perceIved hIgher nsk
for forestry projects One respondent
expressed mterest m forestry projects wIth
bIodIversIty benefits, whIle three
partICIpants mdIcated "no preference" for
energy or forestry proJects, wIth one of the
three emphasIzmg that the "smgle most
Important cntena IS cost" One partICIpant
noted the Importance ofhybnd projects such
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12 Investment nsks and/or transactIOn costs higher for energy or forestry

Several respondents felt that energy projects have lower nsks, although there was some shared
sentIment that transactIon costs may be hIgher for energy projects than for projects m the forestry
sector One respondent mdicated that the two sectors are hard to compare because they have
dIfferent nsks and transactIons assocIated wIth them

More Risky

Energy Forestry

Figure 4 PerceptIon Forestry More RIsk)

WhIle some respondents mdicated that they
belIeve forestry projects have great potentIal
or Important "co-benefits", all respondents
(100%) agreed that nsks related to forestry
projects are hIgher than for energy projects
RIsks mclude regulatory, baselme /
methodologIcal, polItIcal and
credIbIlIty/reputatIOn There was
dIsagreement regardmg transactIOn costs,
wIth one respondent mdicatmg transactIOn
costs are lower for forestry whIle others
mdicatmg that transactIOn costs are hIgher

13 Preference for energy or forestry
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All but three respondents (85%) expressed a preference for energy projects mer forestry projects
Considenng that most respondents' core busmess IS energy, It IS not surpnsmg that they pomted
out reasons such as

o "m-house techmcal competencies,
o familIanty wIth the sector,
o better able to evaluate nsk,
o easier to quantIfy and venfy emISSIOns reductIons,
o greater certamty

Two respondents were ambivalent, prefernng to use cost as a measure of preference Fmally, one
respondent mdlcated that they prefer forestry sector projects because they are not dIrectly
mvolved m power generatIOn, and consequently It does not represent theIr area of expertIse In
thIS case It was argued that the cost efficIency of sequestratIon projects overseas (m tropIcal
countrIes) IS lower than domestIcally (m temperate clImates)

14 Preference for mternatIOnal emiSSIOns reductIOns m certam countnes/reglOns

Not all respondents expressed a preference for projects m certam countnes or regIons Nme
mdlcated they would mvest outSIde of theIr home countnes, mcludmg m Latm Amenca Central
Amenca, Venezuela, and Peru), IndonesIa, ASia, Australra, transItIonal countrIes and elsewhere
m North Amenca Two respondents noted that they It preferred to concentrate mvestments m
North Amenca for the tIme bemg

Several respondents mdicated a preference for overseas mvestments m countnes where they
already have assets or are already operatmg smce transactIOn / start-up costs are lower If the firm
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has a famIhanty wIth the regIOn Fmally, some respondents mdIcated that they do not have a
preference for certam countnes or regIOns, but that stabIlIty and nsk are Important consIderatIons
m evaluatmg locatIons One respondent mentIOned credIbIlIty as Important - also notmg that
"Central Amenca IS credIble" (see dIscussIOn on "credIbIlIty" under the recommendatIOns of thIS
paper) Preference was also expressed for countnes wIth stable polItIcal and economIC systems,
as well as those WIth low m-country busmess nsk - mcludmg receptIvIty to offset credIts, ease of
domg busmess, transparency of the legal system

15 Clean Development Mechamsm (CDM) contributes to, or hmders mvestments

Respondents were polled on theIr VIews regardmg \\ hether the CDM wIll promote or hmder
mvestments m GHG reductIOns m developmg countnes WhIle there was a general feelIng that
the CDM could promote reductIOns m developmg countnes, most respondents expressed
concerns regardmg the potentIal deSIgn and operatIOns of the CDM They CIted vanous CDM­
related polIcy and deSIgn factors that - dependmg on future deCISIOns to reduce the potentIal for
m\- estments m reductIOns mcludmg

o HIgh "overhead costs" for CDM admImstratIOn and fees for' vulnerable developmg
countrIes" (as called for by ArtIcle 12 of the Kyoto Protocol),

o Bureaucracy and hIgh transactIon costs,
o An undefined system of approval for mternatIOnal credIts, and
o Stnct defimtIOns of addItIonahty (the greenhouse gas benefit of the project WhICh IS

recognIzed to be above that whIch would have been obtamed WIthout the proJect)
ExceSSIVely strmgent rules on addItIonalIty would ellmmate an Important number of potentIal
projects

o RestnctIOn on mternatIOnal offsets The European Umon IS callmg for a mmImum of 50% of
the reductIon under the Kyoto Protocol to be achIeved domestIcally Industry representatIves
argue that enforcmg a hIgh percentage of domestIC reductIons WIll hmIt the mark.et for CDM
projects

The CDM, however, was also felt to prOVIde the potentIal for credIbIlIty and a pedIgree
(mImmum standard) for market reductIOns, as long as the rules are kept practIcal and SImple
One respondent suggested that host countnes must clearly IdentIfy pnonty sectors and project
types where they prefer mvestment

16 Preference for buymg emiSSIOns reductIOns With certam tvpes of partners

WIth respect to "type" of "partner" preferred, the 0\ er-ndmg concern IS credIbIlIty, rather than a
speCIfic type Three respondents expressed a preference for buymg reductIons from pnvate
compames because they "share the goals of profit maXImIzatIOn and thIS keeps the motIves
clean' , whIle three exphcItly mdIcated that NGOs and umversItIes are (also) preferred partners
because of the envIronmental and technIcal credIbIlIty they bnng One noted the Importance of
tIes to the government at the technIcal level to facIhtate approvals, whIle another noted that a
government partner IS preferred A partner that can manage pohtIcal nsk IS Important

17 & 18 Attractive elements of mvestment/most Important features
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What Makes Project Attractive?

FIgure 5 Features of Attractne Projects

Regardmg what makes a project attractIve,
75% of respondents mdlCated that offset
pnce or cost IS the most Important factor
All of the respondents mentIOned It as an
Important factor CredIbIhty was the next
most Important conSIderatIon mentIoned by
about 50% of respondents The thIrd most
Important factor relates to how the project
complements or contnbutes to the
respondent's core busmess AddItIonal
conSIderatIOns mcluded SIze of potentIal
reductIon "pool", "other" socIetal and
Sustamable Development benefits, low nsk,
and other factors such as home country
recogmtIOn, locatIOn, pOSItIve pubhc
relatIOns, abIhty to proVIde lessons for
future mvestrnents, host country pohcIes,
type ofproJect, good partners, stabIhty of
country, low transactIon costs, abIhty to
rephcate the actIVIty, credIt ratmg of
country, type of agreement, and a guarantee
One respondent noted that havmg a natIonal
CDM program IS an Important cntenon m
choosmg a country for mvestmg m offsets
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19 "Ideal" emISSIOns reductIOn Illvestment opportunIn, easIly "sold' Illternally

When asked to descnbe theIr "Ideal" emISSIOns reductIOn mvestment opportumty that could eaSIly
be supported and approved by colleagues, management and Board, more than half (57%)
mdIcated that pnce IS the determmmg factor The next most Important attnbutes were credIbIht;
and venfiabIhty / certIfiabIhty of reductIOns (50%) and a POSIt1\ e relatIOnshIp WIth theIr core
busmess (42%) Other appealmg conSIderatIons \\ould be "other benefits", partners, government
support, and WIder socIetal or pubhc relatIOns benefits In general the consensus was that an Ideal
project would have, accordmg to one of the respondents, "10\\ cost, hIgh credIbIhty and good
partners"

Two respondents noted that they are waItmg for regulatIOns / pohcles to be developed before they
form an opmIOn of an "Ideal" project

20 Less attractIve emISSIOns reductIOn Ill\ estment opportunIty

Attnbutes of less than Ideal projects that were frequently CIted by the respondents mcluded
hIgher costs, hIgh transactIOn costs, hIgh nsk (e g pohtIcal, commercIal), an unknown or
unrehable partner, no other benefits, hIgher uncertamty surroundmg the potentIal to use
reductIons agamst a comphance target, reductIOns that are dIfficult to venfy questIOns
surroundmg ownershIp of reductIOns, projects that are far from core busmess m terms of focus or
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10catlOn, and arbItrarIly prIced reductIOns One respondent noted the current prIce ditferentIals as
a major deterrent

21 Choice of where to buy emiSSIon reductIOns

Respondents were asked how Important are natIonal polICIes and 10centIves 10 your home country
10 1Ofluenc1Og theIr chOIce of where to buy emISSIons reductIons Most 10dicated that home
country polICIes do not dIrect offset purchases toward any specIfic country or regIOn Rather,
what seems to preoccupy respondents more IS whether there are polICIes to allow for credIting of
foreIgn emISSlOns reductions, both at the national level 10 theIr home countrIes as \\ ell as
1OternatlOnally (e g , framework for Clean De\elopment Mechamsm) BIlateral country
agreements were noted by one respondent as a factor they would conSIder DomestIc tax benefits
or other 10centIves that proVIde substantial finanCIal mcentIves mIght also be an 10fluencmg
factor

Only a few respondents Identified potential host country polICIes or 10centIves as 1O!1uenc1Og theIr
declSlons Preference was noted for clear rules, natIOnal pnontIes, types of preferred proJects,
and potential opportumties

22 Investment that mvolves more than one country

Respondents were asked whether they mIght have 10terest 10, or concerns about an 10\ estment
that mcludes emISSIons reductIOns from more than one country The ObjectIve of thIs question
was to explore whether "poolIng" of reductIOns by two or more Central AmerIcan countnes could
be appeal10g to buyers SIX respondents expressed some concerns, such as the neec to obtam host
country approval 10 more than one country \\ hich would complIcate the process (rrore tIme
needed to develop government relationshIps, relIabIlIty of credIts, venficatlOn Issue~ added
compleXIty, and the need for sell10g countrIes to agree and collaborate) However l1ese
respondents 10dicated that they mIght conSIder such offenngs, If based on a phased orocess that
\\ ould begm WIth SImple project concepts gradually develop1Og standardIzed procedures S1"\.
respondents 10dicated they would have no problem, as long as the countrIes agree a,d reductIOns
are credIble, WIth one not1Og that they already have multiple country 10vestments Two
respondents felt that a portfolIo approach could reduce rIsks for buyers

23 Importance ofbrokermg or mter-medlatIon services

Brokers were not felt to be cntlcal to most potentIal buyers/1Ovestors, although there was some
agreement that brokers could be helpful for match10g buyers and sellers, or a range of potentIal
projects to the attentIOn of buyers, as well as sav10g tIme and costs - partIcularly fo~ structurIng
multiple partners and find10g good value offset deals, etc Accord1Og to one respordent,
"brokenng WIll probably gIve a better overvIew of supply and make transactIOns eaSler, but It IS
dIfficult to speCIfy needs and preferences of servIce at thIS stage" One "buyer" mdicated they
prefer to deal dIrectly WIth the project developers, whIle another noted that a broke'" could pro\ Ide
other valuable servIces such as handlIng admInIstrative tasks, correspondence, currency
exchange, etc

Two respondents noted that verIficatIon servIces would be Important, and one men IOned
assurance of credIts
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24 Consider buymg emissions reductIOns m Central America

70% of respondents mdlcated that they would consIder buymg emISSIOns reductIOns m Central
Amenca, although many of the "yes" answers \\ ere qualIfied Many cIted the need for more
certamty of the rules around the Kyoto Protocol, and domestIcally One respondent IndIcated that
they would lIke to see speCIfic project proposals Other condItIons noted by some respondents
mcluded non-forestry projects, projects that meet the company's cntena, and sound project
economICS or other benefits

Two respondents have already Invested m
Central Amenca AU PIlot Phase projects
and Intend to contInue In the regIOn, whIle
three noted that Central Amenca IS a
"relIable and proven source", or that "there
IS relatIve polItIcal stabIlIty, It IS nearby,
there IS an extenSIve network ofNGO's to
facIlItate secondary benefits, momtor
proJects, etc" and that the regIOn has a
"favorable bUSIness enVIronment

Three respondents IndIcated they may buy
reductIOns In the regIOn, whIle two mdlCated
that they would not because they do not
have any current bUSIness m the regIOn or
because "uncertaInty about the rules
govermng carbon sequestratIOn make thIS a
nsky venture at thIS tIme"

ConSider Buymg m
Central America
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FIgure 6 Bu,mg m Central Amenca

One respondent, Oregon ClImate Trust, speCIfically InVIted proposals from Central Amenca In
response to a Request for Proposal that It plans to release thIS Summer

25 \Vhat would make Central Amenca an attractive source of reductIOns

Respondents cIted several, dIverse factors that make, or would make, emISSIOns reductIOns from
Central Amenca attractIve, mcludmg more concrete multIlateral CDM polIcIes, strong and
cooperatIve natIOnal CDM offices WIth clear cntena on elIgIble proJects, polItIcal stabIlIty, other
envIronmental benefits, credIble proJects, low cost reductIOns - "cost IS key', good partners, ana
the potentIal for domg bUSIness In the regIOn

AccordIng to one respondent, "Central Amenca wIll become more attractIve for CDM Investmen l

when polICIes to support CDM are more concrete Dunng AIJ, support for projects shIfted In

reactIOn to government changes PolItIcal InstabIlIty, whIch allows frequent changes In
Government, must also be reduced"

26 Central American reductIOn as PremIUm, Acceptable, or UndeSIrable

Most respondents IndIcated that they VIew Central Amencan emISSIons reductIOns as acceptable
(70%) and one (an 011 and gas company that has already purchased "low cost" emISSIon
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reductIOns m Central Amenca) considered them' premIUm" T\\ 0 respondents belIe\ ed they
would not be desirable

27 What year, and what conditIOns, wlll consider mvestmg m Central Amenca

Two respondents mdlcated they have already mvested m Central Amencan emlSSlOns reductIOn
projects, and both would consider additIOnal mvestrnents One of these respondenb noted the
Importance of clanty of poltcles regardmg the CDM A few respondents mdlcated they would
consider buymg reductIOns m the next year or two Some compames are always renewmg
proposals, while one mdlcated they will Issue an RFP m late 1999 A few noted the Importance
of the mternatlOnal CDM framework / rules bemg m place, and suggested they would consider
Central Amencan emissions reductIOns m the penod 1999 to 2001 Another noted that "we are a
couple of years away from soltd rules" One respondent that has already bought reauctIons m
Central Amenca mdlcated they might consider buymg further reductions wlthm 5 to 20 years

V RECOMMENDATIONS BASED ON DATA ANALYSIS

How CENTRAL AMERICAN COUNTRIES SHOULD TARGET THEIR MARhETiNG

EFFORTS TO SELL GHG REDUCTIONS TO POTENTIAL Il\\ ESTORS

Several themes emerged from the survey results Of these, we Will focus on the prererences
expressed by potential buyers / mvestors The aim IS not to pnontlze them, but ratrer to explore
how these preferences could be met by Central Amencan GHG emiSSIOns reductlOr.s We found
the followmg to be the most frequently Cited Issues or concerns

A Pnce,
B Credlblltty (covermg reductions, partner, government rules/framework),
C "Other" benefits, mcludmg Wider societal or publIc relatIOns benefits
D Preference for the energy sector,
E Risks m forestry sector,
F TransactIOn costs, and
G Importance of mternatlOnal rules and tImmg of such rules

In this section, we explore to what extent and how Central Amencan countries can address these
preferences and concerns In some cases, governments have a role to play while, lJl other cases,
they can encourage other actors to respond to buyer preferences

A Price

Of the cntena mentIOned by potential buyers / mvestors, pnce was most frequenth Cited

How can Central Amencan countrIes prOVide low pnce emiSSIOns reductlOns? In elY competitive
market, sellers Will seek ways to reduce the pnce of their product relative to other competmg
products Or, they may not compete on pnce, prefernng to "differentiate" themse1

\ es from
competitors because they are provldmg an actual or perceived "added value' that I:; deSirable to
buyers
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To determme whether pnces can be reduced, costs mcurred to produce a product must be broken
down mto vanous components Costs to "produce GHG reductIOns may mclude any of the
followmg mputs / matenals (e g , seedlmgs, fuels), technologIes, labor, serv'1ces (e g ,
accountmg, verIficatIOn), momtorIng, reportmg, etc The number and type of mputs may vary
from project to project and partIcularly between project types (e g , forestry, energy)

Sellers are encouraged to estImate costs to "produce" varIOUS types of emISSIOns reductIons, and
to construct "cost curves" to IdentIfy whIch could or should be marketed dependmg on pnces
bemg paId for reductIOns at any certam tIme (for e'l:.ample, It \\ould be futIle to try to sell
reductIOns that cost $40 00 / tonne to produce at a tIme when the "gomg rate bemg paId by
buyers IS $2 00) Sellers should also conSIder whether they could reduce the costs of speCIfic
mputs, such as servIces and technologIes, to produce reductIOns Common means for reducmg
costs mclude economIes of scale (mass productIOn to spread costs over larger numbers of umts
produced), expenence (aVOId re-mventmg the wheel), and substItutmg certam mputs WIth other,
lower-cost mputs

A 1 Price and Tlmlllg to Enter Market

Currently, the GHG reductIOn market IS a "buyer's market" ThIs means that buyers have many
reductIOn optIOns to choose from, whIch also keeps the pnce low However the prIce for GHG
reductIOns IS lIkely to mcrease over tIme, as low-cost reductIOns are exhausted Therefore, tlmmg
may be an Important consIderatIOn m decldmg "nhen" to put reductIOns on the market In the
future, buyers wIll be reqUIred to conSIder hIgher pnced reductIOns For sellers whose hIghest
prIOrIty IS to obtam a hIgh prIce, It may be worthwhIle to walt untIl the tIme \\ hen buyers are
WIllIng to, or must, pay a hIgher prIce

Sellers could conSIder "speculatmg" that the pnce of reductIOns WIll "spIke \\ hen future polICIes
and regulatIons become clearer and/or are put mto place As noted m the sun ey results, some
buyers / mvestors WIll not become actIve untIl rules are put m place Iflo\\-cost reductIOns have
been exhausted, then they WIll have to pay a hIgher pnce

A 2 DifferentiatIOn ofCentral American ReductIOns

If sellers cannot compete on a cost baSIS, then they should conSIder dlfferentIatmg theIr
"product" (emISSIOns reductIons) In theIr responses, buyers / mvestors IdentIfied several
valuable project attnbutes Perhaps these attrIbutes could be made more dlstmctIve and used
as marketmg tools to attract mterest m hIgher prIced reductIOns Important attrIbutes cIted by
respondents mcluded "credIble" reductIOns, partner and government polIcy and "other' benefits
"Other" benefits WIll tend to vary on a proJect-by-proJect baSIS, and could be advertIsed as a
speCIal component or feature of reductIOns

Relymg exclUSIvely on dIfferentIatIOn to market GHG reductIOns should onl; be conSIdered after
careful study Over tIme, GHG reductIOns are expected to become standardIzed, perhaps even
commodIty-lIke GHG reductIOns m ArtIcle 17 WIll be commodIty tradmg PrOJect-based
reductIOns WIll have hIgher transactIon cost, but WIll stIll have to compete \\ Ith emISSIOns tradmg
UltImately, dIfferentIatIOn WIll become less Important than pnce
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B EnhanclIlg Credzbzlztv

After cost / prIce, the next most Important attnbute of emISSlOns reductIOns sought by buyers IS
"credIbIlIty" CredIbIlIty covers several Issues and concerns, mcludmg the actual emlSSlOns
reductIOns bemg purchased, the partner Involved m the project, and the host government rules /
pohcv framework for offset projects Each of these wIll be addressed separately

B 1 Credzble EmzsslOns ReductlOns

Buyers / mvestors expressed concerns regardmg the credIbIlIty of emISSIOns reductIons WhIle
credIbIlIty IS a subjectIve term, experIence wIth potentIal buyers suggests that for a project's
reductlOns to be conSIdered credIble, buyers need to be able to conVInce others wIth a potentIal
mterest m the project - e g , peers, polIcy makers, regulators, and speCIal mterest groups - that
reductlOns are real, measurable and verIfiable For CDM projects that must meet the
"addItlOnalIty' crIterIon, thIS convmcmg must be done In advance of project ImplementatIOn
and, therefore, m advance of any verIficatIon or certIficatIOn To help convmce a potentIal buyer
and others that emISSIOns reductIons are credIble, sellers can prOVIde

o thorough documentatlOn,
o testImomals from hIghly regarded experts / thIrd-partIes,
o straIght-forward, easy-to-understand project concepts,
o examples ofprecedents, and
o certIficatIon of reductIOns through an mdependent entIty

B 2 Partner

The "partner" mvolved m the project can also enhance credIbIlIty Based on experIence m
workmg WIth buyers / mvestors, buyers have shown a preference for partners WIth a good "track
record' A good partner would have relevant experIence m the busmess of the proposed
emISSlOns reductIon project and managmg finances, a legal standmg (e g , an entIty establIshed
accordmg to regulatlOns for profit or non-profit mStItutIOns), and pOSItIve relatlOnships WIth the
government and local and natIOnal "stakeholders" Some buyers also lIke to engage reputable
NGOs to prOVIde a "good-housekeepmg seal of approval" for theIr own securIty and also to
preempt potentIal CrItICIsm

B 3 Host Government Rules and Polzcy Framework

Fmally, the host government rules / polIcy framework for approval and mternatIOnal transfer of
emISSlOns reductIons can lend credIbIlIty to reductIons Rules that are lmssez-fall e (loose, or
open to mterpretatIOn), or that are too complIcated or not transparent tend to mcrease uncertamt)
and therefore rIsk regardmg the outcome of the approval process and/or the pOSSIbIlIty of future
changes to rules Uncertamty surroundmg the applIcatlOn of rules or procedures WIll tend to
mcrease regulatory rIsk, one of the many rIsks conSIdered by foreIgn mvestors m mternatlOnal
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project financmg I Rules and procedures must be stralghtfor"ard, wIth (pubhc) transparent
apphcatlon

SImIlarly, unusual practIces can scare offpotentml mvestors One company that dId not
partIcIpate m thIS survey lost mterest m pursumg a project due to local demands for "gIftS" to
ensure a prOject would be approved Sellmg countrIes should be prepared to nommate a natIOnal
focal pomt, estabhsh a clear, transparent process for project re\leW and appro\ aI, and set clear
rules for project ehgIbI1Ity

C "Other" benefits, lIlcllldlllg wider societal or pllbhc relatIOns benefits

Another means for "differentIatmg emISSIOns reductions may be through ensunng projects wIll
have "other benefits' ProvIdmg other benefits (e g , bIodIversIty protectIOn employment,
mcome generatIon opportumtIes, etc) may mcrease project costs, but buyers may be wIllmg to
pay for reductIOns that prOVIde desIrable, local benefits Bm ers / mvestors are not blmd to the
publIc relatIOns benefits of satIsfied stakeholders withm a commumty where they do busmess
Benefits that occur locally, on a regular / contmuous basIs, tend to bUIld support among local
stakeholders and can, therefore, enhance the sustamabIhty of a project over the longer term

Agam, however, care must be taken to not over-emphasIze dIfferentIatIOn to JUstIfy hIgher costs
If GHG reductIOns evolve to become a commodIty m the future, a small premIUm may not be
acceptable to some or all buyers

D Pi eference for the energy sector

Many respondents noted theIr preference for projects m the energy sector 1111S IS not surpnsmg
smce most emItters are eIther m the energy busmess, or energ\ productIOn or consumptIOn IS
mtegral to theIr busmess Central Amencan countnes obvIOuslv have a great advantage m
developmg forestry sector proJects, but should conSIder the appeal of energy sector projects when
IdentIfymg prospective emISSIOn reductIOn opportumtIes

Trends m the regIOn are currently toward the construction of more thermal power generatmg
plants, even though the regIOn IS endowed wIth plentIful rene\\ able energy resources (e g ,
bIOmass, wmd, solar, tidal power) These renewable energy sources may reqUIre "addItIOnal"
finance to become competItive WIth thermal generation, and therefore are good candIdates for
credIble emISSIOns reductIOn mvestrnent Costa RIca has already begun to senously explore
busmess opportumtIes m thIS sector, as have other countries

Central Amencan countrIes should seek to work wIth energy compames that are active m Latm
Amenca to explore theIr mterest m eIther buymg emISSIon reductIOns and / or co-financmg the
creatIOn of reductIOns for sale to thIrd partIes

I It would be worthwhile for sellers of emISSions reductIOns to famihanze themseh es WIth the many nsks
that foreIgn Investors evaluate when considenng mtematIOnal project fmancmgs An excellent reference IS
PK NeVItt and F FabozzI, Project Fmancmg, SIxth Edmon, Euromoney Books, UK, 1995

19



E RZShS 11l forestry sector

Buyers perceIve that forestry sector reductIons are more nsky than energy sector reductlOns ThIS
perceptIon cannot be Ignored Sellers of forestr}-related emIssIon reductIons (carbon
sequestratIOn) should carefully consider the range of risks their projects face, and develop
risk mitigatIOn plans and strategies for each risk As m project finance, It may be possIble to
find someone or some mstItutlOn to take on each nsk or provIde adequate coverage (e g ,
msurance, guarantee) The seller should expect to mcur some costs to manage nsks

Mechamsms for reducmg risk could mclude

o sellmg only part of the emlSSlOns reductlOns (carbon sequestered) and retammg the remamder
to cover unexpected losses,

o purchasmg msurance to sell wIth the reductlOns,
o paymg a thIrd-party to guarantee reductIons, or
o syndicatmg the sale ofreductlOns to several buyers (to reduce theIr respectIve e'\posures to

nsk)

Other optlOns may also be aVailable, such as poolIng reductIOns from several dIfferent types of
projects for sale to one or more mvestors

It may well be that, wIth forestry projects, the perceptIon ofnsk IS much hIgher than m actual
nsk, that IS, buyers may be unmformed or mIsmformed about the nsks of mvestmg ill the forestry
sector, or they may have no expenence wIth forestry projects Sellers can address such
perceptIons by provldmg qualIty mformatIOn and generally workmg to Impro\ e
methodologies for estImatmg, momtormg and verIfymg carbon sequestratIOn

Fmally, the forestry sector does produce blOmass that IS hkely to play an mcreasmgh Important
role In the power generatlOn sector over tIme EmisslOns reductIon project developers m the
forestry sector could explore wIth blOmass power project developers the feasIbIht) ot
collaboratmg to develop projects with both forestry and energy components

F Transactzoll costs

Buyers I sellers repeatedly expressed dIstaste for hIgh transactton costs related to purchasmg
emiSSlOns reductlOns PotentIal buyers take several steps when they reVIew and then proceed to
buy I mvest m emISSIons reductIons It may be pOSSIble for sellers to reduce or ehmmate some
of these steps - at least m some cases ConSIder the steps undertaken by a buyer for a typlCal
transactIOn

o reVIew proposals
o select preferred optIOn(s), and consult mternally wIth colleagues
o ImtIate dIScussIons wIth potentIal seller, or broker, to follow up
o undertake due dIlIgence (often reqUIres hmng an expert to assess credIbIhty of reductlOns,

partner, regulatory enVIronment I local laws, pnce I cost, etc)
o reVIew results mternally
o obtam mternal approval for purchase
o proceed to dISCUSS purchase wIth seller
o mitIate negotIatIons wIth seller
o applIcatIon for approval WIth host country government
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o agree wIth seller on pnce, tenns, etc
o develop contract and negotIate details
o agree on contract
o begIn ImplementatIOn of project
o certIfy reductIons on regular basIs

Only one respondent noted that they belIeve transactIOn costs are lower for forestry sector
projects than for energy sector projects ThIS VIew may be held because the buyer has less
knowledge of the forestry busIness, and IS therefore less lIkely to be concerned about detaIls of
the busIness Presented with a fully developed project proposal, with all credibilIty Issues
addressed, the buyer only has to pay for the reductIOns All costs are Included, and the seller
IS responsIble for project development and ImplementatIOn

On the other hand, the less buyers know, they more they are lIkely to have questIons regardIng a
potentIal project In the forestry sector, It may be possIble for sellers to take the project desIgn
development and ImplementatIOn burden from buyers (e g , basIcally, USIng theIr Inexpenence In

the forestry sector), and offer a whole package that capitalIzes transactIOns (costs) that bUHrs
face when negotiatIng and ImplementIng energy sector projects

G Importance offinalzzlIlg lIlternatlOnal rules

Many respondents noted the Importance of havIng InternatIOnal rules In place before they could
proceed to purchase emISSIOns reductIons from Central Amencan countnes WhIle some dId not
feel that InternatIOnal rules are necessary to proceed, others thought that InternatIOnal rules would
at least provIde greater certaInty that emISSIons reductIOns purchased In developIng countnes
could be credIted toward (future) home country oblIgatIOns ObVIOusly, Central Amencan
countrIes WIll be unable, on theIr own, to deSIgn and set up the Clean Development Mechamsm
(CDM) Therefore, they wIll be lImIted by the speed at WhICh negotIatIOns proceed In the COP
and the SubSIdIary bodIes on rules, modalItIes and procedures for the CDM Sellers may also be
lImIted by the tImIng of entry Into force of the Kyoto Protocol (If the COP adopts no "Intenm
arrangements" for the CDM)

Nevertheless, there IS nothIng to stop sellers from playIng a leadership role III the COP and
subsldlan bodies to apply pressure to get the CDM "up and runnIng" - even If only on an
Intenm baSIS (as proposed by BrazIl and NIcaragua) SellIng countrIes can contnbute to the
development of Intenm rules and procedures for consIderatIOn and adoptIOn by the COP In
addItIOn, sellers can take a leadershIp role by "demonstratIng" how they would behave In a
"CDM World" and adapt current rules and pollees to reflect their "vIsIon' of the CDM
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Questions
1 Does your home government have any GHG reduction policies or regulations?

Currently, are you obligated by policy or regulation to reduce GHG emissions?

Do you expect that your government will regulate your GHG emiSSions by 2005?

By 201 O? If so, how, or In what way
Specific limits on your organization's emiSSions?
Incentives to reduce emissions?

If you are a government, are you limiting emiSSions from sources In your country?

08/16/99

Yes I No

2 Does your company or government have a target for reducing GHG emiSSions?
If so, please specify __ tonnes C02 equivalent total

or By Year 20__

~

3

If so, how much through each of the following

o Domestic (In country) Offsets

o International Offsets

o Changes to Internal operations/policy (organization/unit)

o Investing In less GHG IntenSive buslness(es)

___ tonnes or

tonnes or---
___ tonnes or

tonnes or---

%

%

%

%



~

4 What kind of purchases/investments do you plan In order to reduce additional emiSSions In the
future?

o Domestic (In country) Offsets

o International Offsets

o Reduce emiSSions from operations and/or polIcy changes (organization/unit)

o Invest In less GHG Intensive businesses related to your core business?

o Invest In less GHG intensive businesses not related to your core business (new business
develooment

5 What IS your anticipated timing for Investing In additional reductions? (specify years. frequency,
proportion of total purchase anticipated, etc)

6 On a scale of 1 to 10. with 10 being the most Important, please rate the objective of your eXisting
and/or planned GHG emiSSions reduction purchases!lnvestments

___ environmental polIcy/regulation compliance
business develooment

7 What will be the main policy dnver(s) Influencing your decIsion to Invest In further reductions?
Please explain

08/16/99

Yes I No



~

"

8 How Important are national policIes and incentives In your home country/state In Influencing your
choice of how to reduce emiSSions? Please explain

What about In the countrY(les) where you plan to buy /Invest In emiSSions reductions?

9 Would the POSSibility of "credIt for early action" motivate you to buy offsets or Invest In projects In
advance of reaulatorv reaUirements?
10 Does your organization have a positIon on "early action"?
Please explain

11 Do you have a preference for emiSSIons reductions In certain sectors?

Please specify

12 Do you think that Investment risks and/or transaction costs are higher for

Energy project - related emiSSions reductions?

Forestrv Drolect - related emiSSions reductIons?

08/16/99

Yes I No

~~~;·~:;:;~Y~1;{~rff~:;~J::~;~~: ;
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08/16/99

Yes No

13 Do you prefer either energy or forestry projects to the other?
If so, which type and please explain why

14 Do you have a preference for International emiSSIons reductions In certain countries or
regions? Please speCify

15 Do you think the proposed Clean Development Mechanism (COM) WIll contribute to or hinder
Investments In GHG emiSSions reductIons In developing countries? Please Identify relevant
elements of the proposed COM

16 Do you have a preference for bUying emiSSions reductions with certain types of partner
organizations (e g , governments, businesses, NGOs)? Please speCify

17 What makes an emiSSions reduction project particularly attractive to/for you?



~

'P

18 What are the most Important criteria that you consider when evaluatIng potential GHG
emiSSions reduction proJects? Please specify and elaborate (e g , own assets In country, country
credit rating, political/economic stability, tax benefits, host country government policies, eXistence of
national CDM program/office, credibility of emiSSions reduction credits, price of credits, size of potential
emiSSions reduction credit pool, project partner, timing, type of purchase agreement, location, type of

rOlect, auarantee avaIlable

a)

b)

c)

d)

e)

f)

g)

h)

I)

08/16/99
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19 Descnbe the "Ideal" emiSSions reduction Investment opportunity, one that you can easily "sell"
Internally to your colleagues, management and Board

20 Descnbe the factors that make an emissions reduction Investment opportumty less attractive
than your "Ideal" opportunity

21 How Important are national poliCies and Incentives In your home country/state In Influencing
your choice of where to buy emissions reductions? Please explain

What about In the countrY(les) where you plan to buy /Invest In emiSSions reductions?

08/16/99
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22 If you were presented with a potential Investment that Involves emiSSions reducttons In more
than one country, would you have any concerns regarding such a proJect? If so, please explaIn
and descnbe any potential remedies

23 How Important are brokenng or intermediation services In your decIsion making and purchase
actlvlttes? What are the most Important services? Please descnbe

24 Central Amencan countnes could produce between 200 - 300 MM tonnes In the forestry and
energy sectors by 2015 Would you conSider bUying emiSSions reductions In Central Amenca?

Please state your reasons?

25 Please descnbe what would make Central Amenca an attractive source of emiSSions
reductIons for you?

08/16/99
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08/16/99

Yes No

26 Do you view emiSSions reductIons from Central America as

Premium?
Acceptable?
Undesirable?

27 In what year, and under what conditIons, will you consider Investing In emiSSions reductions In
Central America? Please elaborate
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The followmg background mformahon on mvestment condIhons and and carbon offset potenhal for Central
Amenca was denved from a vaneh of sources and IS mtended as mdIcahve rather than deflll1tIve

Wlule every effort was made to mclude relevant and current data, drlferences m years cIted or mvestment
and other poItcles between countnes Will naturally occur The countrIes of Central Amenca are qwte
diverse and legal and mstItutIOnal reqwrements for foreIgn mvestment vary For more detalled mformatIOn
on envlfonmental reqUIrements, legal regIstratIOns and other mvestment poItcles than IS presented here, It IS
best to contact the mvestment promotIon offices for mdIVIdual countrIes In some cases (e g. Costa RIca
and Guatemala), these offices are '\.\orkmg closely WIth the natIOnal AIJ/CDM office In all cases, the
natIonal AIJ/CDM office Will be able to prOVIde mformatlOn more specIfic to mvestmg m carbon offsets

The follOWing IS a contact Itst for natIonal mvestment promotIOn offices III Central Amenca

Bebze
Trade and Investment
PromotIon SerVIce
3 Urnty Boulevard
BEL-MOPAN
Tel (501) 823-737
Fax (501) 820-595

EI Salvador
CorporacIOn de Exportadores
de El Salvador
LIC Sl1VIa Mantza Cuellar
Tel (503) 243-1329
Fax (503) 2-l3-3159

Mllllsteno de EconoInla
Paseo General Escalon 4122
San Salvador
Tel (503) 224-3536
Fax (503) 298-6356

Honduras
FIDE
LIC LUIS Cosenza
Tel (50-l) 232-9345
Fa'\. (504) 231-1808

Mllllsteno de EconoInla y ComerclO
DrrecclOn General de InverslOnes
EdIficlo Salame Ptso 4
TeguCIgalpa MDC
Tel (504) 382-025
Fax (504) 372-836

Guatemala
Mllllsteno de EconOIrna
LIC Maura Pmeda
Tel (502) 238-3331
Fax (502)238-06-l6

NIcaragua
Centro de ExportaclOnes e
InverSlOnes de Nicaragua
LIC Mana Hurtado de Vrrgll
Tel (505) 268-1063
Fax (505)266-4476

Costa RIca
Costa RIcan Investment & Trade
Development Board (CINDE)
Tel (506) 220-4755
Fax (506) 220-4754

Promotora de ComerclO Extenor
Sr MarVIn Salas Jtmenez
Tel (506) 256-7111
Fax (506) 233-9272

Panama
Instltuto Panameno de ComerclO Extenor
Avda Balboa, EdUBco Extenor
Apartado 55-2359, PmtlIIa
Panama
Tel (507) 225-2171
Fax (507) 225-2193



COUNTRY BELIZE

1 GHG OFFSET AVAILABILITY

Offset potential

BelIZe has the potentIal to generate 2242 nulhon tons of carbon by 2015 m the forestry sector

80 MW of potentIal renewable electnc1ty can be added VIa hvdroelectnc1h WIth addltIOnal offsets obtamable \la other
renewables, partIcularly bagasse bIOmass energy

2 GENERAL INVESTl\IENT BACKGROUND

Political and economic overview

BelIZe has a small economy based pnmanly on agncultural exports At present, agnculture accounts for about 15% of
ItS GDP (BelIZe s GDP for 1997 was estunated at $1 045 513 000 BZD "lth a per capIta GDP of $4,546 BZD) \'1th an
estImated 30 % of BelIZe s total commodlty exports dem ed from sugar The rest of the agnculture sector compnses
CItruS and banana productIon mamh for the export market. whtle com beans and hvestoc1. productIOn target domestIc
consumptIon Together the agncultural sector accounted for 73% of total domestIc exports m 1997, WIth agnculture and
fishmg accounbng for 21% of GDP and 30% of employment m 1993-1997 DespIte dtverstficatIOn efforts Behze IS still
dependent upon three commodltIes sugar CItruS and banana, all subject to preferentIal trade agreements such as the
Lome ConventIOn and CarIbbean Basm ImbatIve

Other unportant sectors of the econom\ mclude agnbusmess semces (such as sugar and CItrus Jwce processmg), fishmg
(pnmanly lobsters and shnmp exports \Yhtch are expected to surpass bananas m the ne"\.1 fe\Y years) and tounsm In
order to develop the agn-busmess sector successn,e go\enunents ha\e offered attractl\e tax concessIOns for foreIgn
m\estors The government s focus regardmg tOurIsm development IS strongly onented towards ecotounsm. Thts
mdustry IS rapIdly growmg and pronuses to conbnue that trend pro\lded that Behze contmues to mamtam ItS
envIronmental resources at a healthy level Tounsm IS nm\ the leadmg foreIgn exchange earner, contnbutmg 15 % of
the GDP

Political stability

BelIZe IS the onI) Engllsh-speakmg commonwealth country m maInland Central Amenca \'.1th a peaceful htston of
democratIc electIOns smce self-governance m 1950 Bntam mamtamed a Gamson m Honduras whtch \las "lthdra,m m

1994

Economic growth

Real econOIlliC growth has been reco..enng smce a deceleratIOn to 275 % a \ear dunng 1993-95 because of a declme m
construcbon and slowdown m semces that has been assocIated WIth the "lthdrawal m 199~ of most of aUK rmhtary
contmgent that had been staboned m BelIZe The presence of the Bnbsh Gamson was eq}ffiated to ha\e contnbuted
15%-20% of the country s GDP m the late 1980s and early 1990s

The 1997-1998 penod showed a GDP growth of 3 8 % on the strength of agnculture agnculture-related manufactunng,
and a recovery m fishmg and tourIsm WIth contmued recovery, the annual average gro\Y1h rate to the \ ear 2000 IS
estImated at 4 %



BelIze Country Profile draft

Currency

BelIZe s currenC) has remamed faIrly stable, WIth the Beltzean dollar haVIng a fi'\ed e'\change rate value of1\... 0 BID for
one USD smce 1976 InflatIOn m BelIZe has remamed mime WIth mtemattonal trends, reflectmg the e'\change rate peg
to the U S dollar and the openness of the economy Inflatlon over the short- to medmm-term WIll remam manageable
beh... een 2 and 4% gLven unplementatton of fiscal pohcy mstruments such as reduction m custom dutIes removal of
stamp duttes and the mtroductIOn of sales taxes

ForeIgn mvestment poliCies & mcentIves

Given the natural resource base and strategLc geograpluc pro'{trlli1\ to export markets m North, Central and South
Amenca, Behze offers e'\cellent diverse mvestment potenttals The Government of Behze IS acttvely promotIng pm ate
sector unttatnes, which seek to mcrease overall productIOn, mtroduce state of the art technology promote greater
effiCiency tltrough competttIon, dlversrl) the econOmIC base and faCIlItate access to mtemattonal markets

New laws that affect CDMIAIJ mvestment

At present, the Government offers fiscal mcentlve packages to m\estors under such programs as the De...elopment
ConcessIOn and the Export Processmg Zone The Go... emment also contmues to mamtam alhances m order to ensure
support for ItS programs, which help to IIllI1llIl1Ze m\estors nsks and create a level of confidence for further
mvestments In 1992, as an effort to encourage non-thermal energy, the Government of Behze remo\ed all duties on
solar and wmd-power generatIOn eqmpment

With the new change ofadmImstratIon. several pieces of legislatIOn are slated for amendments However It IS
antIcipated that legLslattve changes m the Envrronmental ProtectIOn Act the Forest Act, The NatIOnal Parks S\ stems
Act and laws go\emmg the energy sector wIll all mclude proVISIOns that would faclhtate GO\emment s progranIs and
COmmItments mth respect to the Clean Development Mechamsm

3 ENERGY SECTOR

Energy Demand

Durmg 1993-1997, efforts were made to upgrade BelIZe s mfrastructure m electrIcity water and sewerage Electnclty
connectIOn rose at an annual average rate of more that 8% The grO\\th rate m 1997-98 "as 9 1% WIth total demand
e'\ceedIng 189,728,OOOkWh ThIs rate IS e'<pected to contInue due to the BelIZe Electncl1\ LlmItes s emphasIs on an
electnficatIOn program for urban and rural development, which mcludes expanSIOn of a large hydropo\"\er plant by
constructlng a reservOIr dam In 1995 the Canbbean Development Bank approved a loan for a project to construct a
power Ime that would connect BelIZe to Me'\lco's po"er gnd

Center for Sustamable Development m the Amenca, Apnl 26,



BelIZe Country Profile draft

FORESTRY SECTOR

DeforestatIOn Rates

At present, the forest cover m BelIZe is fairly extensive (57%) and, due to selective loggmg practices, relatively mtact
DeforestatiOn rates
1989-1994 4,899 ha/yr on Southern BelIZe
1990-1994 6 708 ha/yr on Central BelIZe
1992-1994 13,374 ha/yr on Northern BellZe
Total loss natiOnally 1989-1994= 78,000 ha

5 AIJ/CDM INFRASTRUCTURE

NatIOnal CDM polIcy or office

BelIZe does not have a natiOnal AIl/COM office However, AIl projects have been subIDltted to the Mmlstry of the
EnVironment to receive host country acceptance BelIZe currently hosts a land use carbon sequestratiOn AIl project the
RIo Bravo, '"mch was developed by the Nature Conservancy and the Program for BelIZe, a local NGO

NatIOnal CDMlAIJ Contact InformatIOn

Carlos Fuller
MmJ.stry of Tounsm and the EnVIronment
Belmopan, BelIZe
Tel 501-8-23393
Fa\. 501-8-23815

Center for Sustamable Development m the Amenca Apnl 26



Costa Rica Country Profile draft

COUNTRY: COSTA RICA

1 GHG OFFSET AVAILABILITY

Offset potential

Costa Rica has been a leader m creatmg carbon offsets for use m mternatIonal offset markets It IS host to nme AIl
pdot projects (five renewable energy and four carbon sequestratIon) Representmg 25 ffilllion tons ofcarbon The
Government has also created a thrrd party venfied 'certlfied tradeable offset (CTO) program that allows 1 ton
denoIDlllatIons of government-guaranteed carbon offsets to be traded NatIonal mvestment pnontIes are drrected
towards the mtegrated development of hydroelectnc projects and the management of forestn actIV1tIes m upper mer
basms

2 GENERAL INVESTMENT BACKGROUND

Pohtlcal and economIc overvIew

Costa Rica's pnmary econOmlC sector m terms of contnbutlOn to GDP employment and export earnmgs has
tradItlOnaIly been agnculture Wlth a partIcular emphasIs on bananas, coffee and beef for e....1JOrt, as well as other non­
tradIuonal agncultural products In recent years tounsm, pamcularly nature based "ecotounsm, has grmm as the
mam source of hard currency

The past th1rty years have seen econOffilC SWlngs, lligh growth rates m the 1970s "ere folIo,," ed by decImes m the 1980s
reflectmg poor commodity pnces and a general "orld recesslOn In the earl) 1980s mflauon rates of 120% and large
pubhc sector and current account defiCIts led to a senes of austenty measures throughout s..."'\ eral ad1nm1stratlOns By
the early 1990s Costa Rica had undergone se, eral structural adjustment programs ,,"1th the aSSIstance of the
Internauonal Monetary Fund, wllich reduced pubhc expenditures and created pohtIcal d1fficultles for a country mth a
strong COmmltment to SOCIal welfare and eqmty

DespIte a receSSlOn m 1996, the perfonnance of non-tradIuonal exports and tounsm contmued to strengthen and large
flows of foreIgn direct mvestment reached levels of 4 4% of GDP Net CapItal mflows "ere ten urnes larger m 1997
than 1996 and pubhc sector flows turned posluve for the first tIme smce 1990 The sharp mcrease m pmate capItal
mflows was the result ofbulhsh expectauons by foreIgn mvestors after INTEL's declSlon to bmld a $500 m11110n plant
m Costa Rica Costa Rica receIved a Ba2 ratmg from Moody's m Apnl1997

Pohtlcal stablhty

Costa Rica has been one of the most pohncally stable countnes m the reglOn for decades The 1947 deClslOn to abohsh
the ffillltary allowed the country to m, est additIonal resources m SOCIal servIces Costa Rica has the llighest ltteracy rate
m Central Amenca at 95% and IS workIng toward positIonmg Itself m a way that can fully uullze ItS potennal for slolled

labor m the servIces sector

EconomIc growth

Growth rates m the 1980s averaged 4% The economy went mto a receSSlOn m 1996 v>1th real GDP grO\vth slo\\mg
from an a"erage of 5 4 m 1993-94 to 2 4% m 1995, turnmg neganve m 1996 The growth rate m 1997 ",as 3 2%
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Currency
Costa Rica has followed a real exchange rule smce the nud 1980s, WIthout adhenng to any pre-announced fonnula The
devaluatIOn rate has followed closely the mflatIon chfferentIal between Costa Rica and the U S WIth the Central Bank
mtervenmg m the e\.change market b} bUyIng or sellmg at the set rate

Foreign Investment pohcles & InCentIVes
Costa Rica encourages drrect foreIgn m\estment and has set up the Costa Rican Investment and Trade board (CINDE)
m order to advIse mvestors mterested m the country CINDE has offices m Costa Rica and New York. IncentI\ es
mclude a free zone system, e'qJOrt contract, tax e\..emptlons and lInuts on restnctions of foreIgn ownershIp In
addItIOn, Costa Rica has market access through the Canbbean Basm 1rutlatlve and a Free Trade agreement WIth MeXICO

New laws that affect CDMlAIJ Investment
In 199-\. Costa Rica ratIfied legIslatIOn (CMCC, Law 741-\.) that mtegrates atmosphenc consIderations mto ItS legal
frame'vork New forestry mcentlves have been approved (Law 7575) whIch mtroduce compensatIOn for small and
medIUm-SIZe landholders for envIronmental servIces proVIded by forests and forest plantatIOns These servIces mclude
nutIgatIOn of greenhouse gases protectIOn of water sources for consumption and the generation of electncity the
protection of bIOdIversIty for conservatIon and sustamable SCIentIfic and phanneceutlcal use, the protectIOn of eco­
systems WIldlIfe and sceruc beauty for tounsm

3 ENERGY SECTOR

Energy Demand

Over 75% of Costa Rica's population IS connected to the electncity gnd and the electncIt} produced m the countT}
denves pnncipally from hydroelectnc sources and, to a lesser extent from thennoelectnc plants whIch utilIZe fossIl
fuels Smce 198-\. other energy-generating sources have mcluded geothennaL pnvate h}droelectnc pnvate wmd,
bagasse and pnvate solar FIgures from 1996 show the follO\\ mg dIstnbutIons State h} droelectnc, 76% (down from
90% m 1993), thennoelectnc 8 5%, geothenna~ 10 -\.%, pnvate thernuc, 015% pnvate h\drolectnc, 4 3% and solar,
05% Benveen 1994 and 1996, geothennal and pnvate hydroelectnc rates mcreased 492% and 4956% respectlveh
resulting m a drop m thennoelectnc generatIOn

Energy market trends
Plans to pnvatIze the state electnc utIlIn InstItuto Costamcense de Electncidad (ICE) were promoted several tlmes In

the 1990s However, these plans were met WIth WIdespread protest from labor urnons Pm atIzatIOn was suspended In

1996 m favor of a restructunng plan. The new government has restarted thIs process Congress has been presented
WIth four new la\\<s whIch "ould separate the commurncatIon from the electncity actiVItles ofICE pnvatIZmg
commurncatlon and unbundlmg generatlon transnussIOn and dIstnbutIOn

The Pnvate PO\ver law allows 30% of mstalled capaCIty to be m pnvate hands All of thIs power must be rene\\<able
energy The avaIlabIhty of electncal generation has shown a more or less constant growth rate between 1990 and 1996
Vanatlons m sales have been due pnncipally to clImatic factors Energy sales can be broken down by reSIdentIal (46%)
general (22%) and mdustnal (29%)
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4 FORESTRY SECTOR

DeforestatIOn Rates

DeforestatIOn rates among the highest m LatIn Amenca at the begmnmg of the decade, hal e shown reductIOns 0\ er the
past several years From 1990 through 1994 the deforestatIOn rate averaged 15,000 hectares per annum. By 1996
thanks to some strong polIcy mcenuves to both slo\" deforestatiOn and promote reforestatIOn. It had 10\'tered to 7 000
hectares and m 1997 to 4,000 hectares per annum.

ReforestatIOn programs and mcentlVes

In 1994, 13,451 hectares were reforested In 1995 the number lowered to 10,576 hectares although almost 26 000 had
been approved for reforestanon However, reforestauon mcreased to 21 739 m 1996 Smce 1979 Costa Rica has had
an mcenuve system to promote reforestatIOn. The system has reqmred a senes of adJustmems that mcludes fiscal
mcenuves for ta'\. deductions (1979) and more recently Payment for Envrronmental ServIces (1996) to small and
medlum landowners for therr forestry efforts m conservanon. forest management and reforestatiOn

5 AIJ/CDlVI INFRASTRUCTURE

NatIOnal CDM polIcy or office

A cooperanve agreement was sIgned m July 1995 between the government non-government and pnvate sector to create
the Costa Rican Office for Jomt ImplementatiOn (OCIC) The aClc has been elevated to the level of a -decentrahzed
maXImum techmcal-adrrumstrauve" office of the Muustry of Envrronment and Energy Yla E'\ecuuve Decree 25066
thereby ensurmg that Its polICIes are lmked to gO\ ernment and pnvate mshtutIOns

Costa Rica's acceptance cntena IS modeled on that of the UNFCCC and the US Imtmtl\e on Jomt Implementation.

Costa Rica has reported nme AIJ projects to the UNFCCC Secretanat These mclude fi, e renewable energ; projects
(wmd and hydroelectnc) and four land use change and forestry carbon sequestratIOn projects

NatIOnal CDMlAIJ Contact InformatIOn

Mr Adalberto GOrbitz
aClc
EdlficiO CINDE
La Uruca Conugo Puente Juan Pable II
San Jose Costa Rica
Tel (506) 220-0036
Fax (506) 290-1238
Croclc@sol racsa co cr
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COUNTRY EL SALVADOR

1 GHG OFFSET AVAILABILITY

Offset potential

El Salvador has the potentIal to sequester an addtbonal27 2.+ nulhon tons of carbon m the forestry sector b) 20 I' In
adchtIOIl, renewable energy, parncularly hydro geothermal and chsperse solar hold potenbal for generatmg offsets
parncularly smce the trend IS toward carbon-mtens1ve thermal electnc1t<. generatIOn.

Une~IOlted hydropower resources (from RIo Lempa) are m the order of 1 012 MW Seven projects are bemg
cons1dered mcluchng rehab1htatIOn, e~ansIOn and four ne", dams Zapotillo (l20MW), Paso del Oso (40MW) El
TIgre (540 MW) and San Marcos (52 MW) In the 60s, 28 areas of potentIal mterest for geothermal productIOn "'ere
IdentIfied Studtes mchcate a potentIal generabon of 331-1000 MW Se> era! studtes ha" e been conducted on solar and
wmd energy mEl Salvador however, there 1S no offiCIal polley related to these unexplOlted resources

2 GENERAL INVESTMENT BACKGROUND

PolItical and economIc overvIew

Smce the elecbon of the Cnsttant Government m 1989, El Sahador s pollcy makers have accompltshed three
remarkable aclue"ements 1) end the C1VII war, 2) Implement a coherent econOIDlC strate~ leadIng to the stabtltzatIOn of
the economy and the reacbvabon of growth, and, 3) lnttIate a systematIc attack on povem -\s the structural adjustment
pollc1es "ere Implemented and peace prospects 1mproved, the econom, stab1llzed and began to reco"er Major changes
were mtroduced "hIch emphaslZed the role of the pnvate sector and market mechanism State-owned enterpnses such
as sugar refinenes dtst111enes, textlle nulls, fish processmg plants as ",ell as banks and finanCial mstlUtlons "ere
returned to pmate ownershIp PnvatlZatIOn m the energy and telecommumcatIOns sectors are underna\ GDP
contmues to grow at rates rangmg from 4%-7% durmg the 1990s, mflatlon ,,,as halved from a hIgh of 20% m 1992 to
smgle chgtt levels publlc savmgs and mvestment have mcreased and the fiscal defiCIt was reduced sharph The
country s econOIDlC performance durmg the past ten years 1S a remarkable success story

Agnculture has remamed the pnncIpal econOIDlC actlVlt<. m El Salvador employmg 35 8% of the populatlon and
contnbutmg an estImated 9 3% of GDP Commerce manufactunng and serVIce mdustnes are rap1dly gromn~ Forest
CO" er has decreased dramatIcally due to both agncultural demand and the use of fuelwood and charcoal '" hIch accounts
for a sIgmficant part of the total non-eommercml energy consumptiOn.

PolItical stabIlIty

Dunng the past decade, El Salvador has made cons1derable progress to",ards democracy aro pohtlcal stab1llt<. June 1
1989 when Pres1dent Alfredo Cnstlam took office marks the first peaceful transItIon from one pohtlcal pam to another
ill the hIstory of El Salvador Peace accords were slgned on January 1992 At no tIme m lnstory has there been a more
stable pohtlcal envrronment m El Salvador

EconomIc growth

Durmg the 1990s, El Salvador has regtstered among the lnghest growth rates ill the heIItL-phere GDP and GDP per
capIta growth have been on a steady nse smce 1989, reachmg decade-lngh rates of between 6% and 7%
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Currency

Smce 1991, the Central Bank has pursued an mterventiOn poh~ to lumt fluctuatlons of the "colon" Wlth respect to the
US dollar TIus has resulted ill a very stable nornmal e'\.change rate (a de facto fixed exchange rate of US $ 1 00 = 8 75
colones) The real exchange rate, ho"ever, contmued to apprecIate durmg the end of the decade (at a low rate) as a
result of the contmued lngh level of mflows and mflatIOnary pressures

ForeIgn Investment policies & IncentIves

Contmued econOmIC reforms Wlll be a key factor m acceleratmg mvestment, exports and growth In an effort to
consolIdate peace and attract foreIgn mvestors, the Peace Accords are contmumg toward full ImplementatIon

New laws that affect CDMlAIJ Investment

1 NatIOnal Envrronmental Law, approved by Congress on May 4 1998
2 Draft Forestry Incentlves Law, drafted WIth USAID support, has not been presented to the Assembly
3 A package of energy leglslatlon estabhshmg plannmg and regulatory agencIes a framework for power

tarlffs and a CorporatIzed CEL (state monopoly) has been submItted to the Assembly
4 CreatIon of Supermtendencv for Electncity and Telecommumcatlons, wlnch deregulates the energy sector

3 ENERGY SECTOR

Energy Demand

Beglnnmg WIth the constructIOn of its first Dam on the RIo Lempa m the 1950s El Sah ador has activeh developed Its
hydropower potentlal to reduce dependence on lIDported petroleum (the country has no meanmgful resources of 011, gas
or coal and 011 for electncity generatIOn must be lIDported) as the pnmaI) source of power for commercIal use EI
Salvador's hydroelectnc potentlal IS about 1,600 MW In 1965 hydroelectnc ener~ accounted for 96% of total
generatIOn m El Salvador (310 GWh) Wlth the remammg 4% supplIed by thermal (13 0 GWh) In 1997 hydroelectnc
energy accounted for 39 5% of total productIOn, thermal energy 47 0% and geothermal 13 5% The potentlal capacIty of
EI Salvador's geothermal sources has been estlIDated at 300 - 1000 MW However, by 1985, only the Ahuachapan
field. wmch has a capacIty of 85 MW, had been developed

Fundmg from the Inter Amencan Development Bank and from the Japanese Overseas EconOmIC Co-operatlon Fund
helped to spur mvestment m the sector m the ffild-1990s Nevertheless, demand for electncIty, wmch grew at a rate m
e'\.cess of 8 6% per year from 1992-1997, exceeded the mcreases m generatiOn as"ell as the rates of econOmIC growth
durmg the same penod Net electncity consumptlon m 1997 was 3,184 5GWh

Based on estlmatlons made by CEL (ExecutIve Hydropower COmmISSIOn of the RIo Lempa, the natlonal utilIty)
electncity demand wll1 grow at an a\erage annual rate of 4% to 735% until the year 2015 All of El Salvador's new
capacIty wlll be avallable on a competItlve baSIS and open to the pnvate sector The country may double ItS demand for
electncity over the next 10 years, translatmg mto a need for about 900 MW by 2010 In addltlon, at least 269 MW of
capacIty now owned by the government Wlll transfer to the pnvate sector

The trend mEl Salvador IS towards the mcrease of thermal ener~ productIOn and GHGs
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Energy market trends

EI Salvador's mstalled capaclty lS about 845 MW, ofwluch "ConuslOn Ejecutiva H1droelectnca del R.J.o Lempa (CEL)
a state monopoly, supplies 705 MW and NeJapa Power, a pnvate compam supphes 140 MW

In accordance With the 1996 Electnclty Law, the electnclty sector lS bemg substantmlly restructured and CEL lS
wvestmg ltself of assets The law proVides for free competitlOn ill generation, transnusslOn and wstnbuuon, and the
commerCializatIOn of CEL The first major actlVlty m this restructurmg process was the pnvahzatlOn of the four
pnnclpal wstnbutlOn compames wluch took place m January 1998 Separate legislatlOn enabhng the sale of CEL's
wstnbunon assets was passed m Apnl 1997, and these assets were sold m June 1998 eEL also declded m 1998 to sell
off ltS thermal and geothennal assets but retam control of its hydro faclllhes

The General Law of Electnclty transfers regulatory authonty from CEL to the Supenntendency of Electncltv &
Telecommumcahons (SIGET), wluch wlll grant conceSSlOns for explorahon and util1zauon of geothermal and hydro
resources ConcesslOns for geothermal and hydro projects are open to am party forelgn or domestic

4 FORESTRY SECTOR

DeforestatIOn Rates

The deforestatlOn rate lS 14,000 hectares per year

ReforestatIOn programs and mcentIves

Many reforestatlOn programs have been lffiplemented by NGOs, mumclpalIties, schools and go"ernment agencles A
ne" forestry mcennves law has been drafted m collaboration WIth the M1mstnes of Agnculture and Ennronmenl "1th
support from USAID

5 AIJ/CDM INFRASTRUCTURE

NatIOnal CDM polIcy or office

A Clean Development office was created ill 1998 and lS based m the Mm1stry ofEnVlronment and Natural Resources

National CDMlAIJ Contact InformatIOn

Lms Lopez Lindo
Mm1stry of EnVironment and Natural Resources
Alameda Roosevelt y 55 Av Norte EdlficlO Torre
EI Sallvador IPSFA, San Salvador EI Salvador
Tel (503) 260-8900, Fax (503) 260-3092

•
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COUNTRY:GUATEMALA

1 GHG OFFSET AVAILABILITY

Offset Potential

Renewable energy
Hydro 11,000 MW
Geothennal 200 MW
Sugar null cogeneratIon 129 MW
Land use forestry capacIty to 20,153,138 nulllon carbon tons
Pnonty area for carbon sequestratIon projects IS the natural forest area of Peten
Per capita enusslOns of CO 2 m 1995 0 18 metnc tons

2 GENERAL INVESTMENT BACKGROUND

PolItical and economic overview

The Slgnmg of the Peace Accords m 1996 marked a new phase m the polltlcal lIfe of Guatemala Wlthm a three-phase
plan, the democratlzatIon process has been strengthened, proVIdmg for a more mclusn e polItIcal system WhJ.1e
Guatemala has expenenced a penod of polItIcal mstability, pnmanly dunng the late 1980s and early 1990s the countt)
IS now workmg on pohtIcal refonn based on the Peace Accords Popular consultations on constitutlOnal reforms are
antlCIpated dunng the upcommg year With electlons planned for the end of the year

Guatemala IS the largest economy m Central Amenca, accountmg for 40% of the regIOn 5 GDP, 26% of Its area and
35% of ItS populatIOn The Guatemalan economy IS donunated by agnculture which contnbutes about 25% of the GDP
and more than 60% of export earnmgs A large percentage of thIs IS non-traditIonal exports Guatemala also has one of
the largest and most developed of all the manufactunng sectors m Central Amenca, accountmg for around 15% of GDP
and employment and 40% of exports DespIte thIs high poverty levels (75% of the populanon lIve below the po\ em
lme) and meqmtable mcome dlstnbutlon remam constramts on econonuc development WillIe levels of Imestment
were adversely affected by pohtIcal tunnOll dunng the 1980s and earh 1990s, the modermzatIon of the State
decentrahzatIOn of Government funcnons, and peace accords have stImulated econonuc gro"th and mvestment

PolItical stabilIty

Guatetnala's pohtIcal stablhty has markedly Imprm,ed smce the democratlc opemngs and the SIgmng of the Peace
Accords Many government mstitutIons are bemg refonned.. and new mstitutlons created A greater respect for human
nghts eXIsts and paramilitary groups and extra-legal executIons have decreased

Economic growth

The NmetIes have been favorable m tenns of econonuc stabIlIzatIon With reductIons m the rnflatIOn rates which had
reached 60% annually m 1990 However a senes of macro-econonuc hnutatIOns such as a low rate of tax COllectIOn.
affect the direction of this growth In the fiscal arena, the SupenntendenC\ of Tnbutary AdmmIstratIon (SAT) has been
fonned, With the objectIve of ImproVIng tax collectIon rates VIa the reducnon ill the evaSIOn of taxes and dutIes On the
recommendatIon of CEPAL, a fiscal "pact" between the pubhc and pnvate sectors IS bemg promoted ThIs pact
comnuts the pnvate sector to pay ItS taxes, and comnuts the publIc sector to mamtam ItS tnbutary dlSPOSItIOns and not
mcrease taxes m an unforeseen manner
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Currency

In 1989, the exchange rate was IIberahzed and smce then a floatmg exchange has been mamtamed The Bank of
Guatemala mtervenes only to counteract speculatIve or seasonal pressures on the value of the quetzal and to aVOId
pronounced fluctuatlOns The Muustry of Fmance and the Bank of Guatemala collaborate to amend dates relative to the
mternal debt The current rate of exchange IS Q6 99 to the U S dollar The mflatlOn rates from 1995 to 1998 were 8 1
(95), 10 81 (96), 7 13 (97) 748 (98)

ForeIgn lDvestment polICIes & lDcentIves

A free trade agreement and mvestment accords WIth dIfferent countrIes and a Law of ForeIgn Investment. Decree 9-98,
seeks to harmomze mvestment requrrements and decentrahze the process

New Laws that affect lDvestment lD AIJ/CDM

In December 1996 a new Forestry Law was apprm ed WIth mcentIves for reforestatlOn that favors mvestments related to
AIJ/CDM The mochficatlOn of the Law on Procurement and Contracts m 1996 proVIded legal authonty for sales of
pubhc sector assets and the grantIng ofconcesslOns The new law, together WIth the General ElectncIty Law IS helpmg
to facIhtate dIvestment m the power sector In February 1998, the ForeIgn Imestment La" "as passed ThIs law opens
most econonuc sectors to foreIgn m, estment and IInuts government expropnatlOn nghts A pohey that promotes
renewable energy IS currently been formulated

3 ENERGY SECTOR

Energy Demand

Guatemala's utilItIes sector IS donunated by the productIon and dIstrIbutIon of electncIt) "htch account for 90% of the
sector's added value ProductlOn and dIstnbutlOn have tradItlOnally been controlled b, the pubhc sector untIl the
November 1996 General ElectncIty Law "htch prOVIdes a legal frame,"\Ork for pnvate sector partICIpatlOn m all areas of
the sector The law calls for the unbundlmg of state-mmed eleetncal assets mto separate commerCIal entItIes for
generatIon, dIstnbutlOn and transnusslOn It also creates a "holesale electrICIty exchange or Mercado Mayonsta

Guatemala has sIgrnficant unmet power needs and faces strong demand growth m the future Wlule urban areas are
connected to the gnd, 64% of the rural populatlOn IS WIthout power The Installed capaCIt) IS 950 MW WIth a demand
of apprmumately 3,500 GWh. The average per capIta consumptlOn IS 281 KWh. Appro~tely 500 MW of new
generatIon WIll be needed over the nex1 ten years, all ofwmch WIll be avaIlable to the pmate sector through competItive
sohcItatlOns In December 1998, the Government sold ItS 688 MW natIonal utIlIty INDE to a SpanIsh utilIt) Demand
growth ranges from 8-10% annually Guatemala estImates that It must add about 1400 MW of new and replacement
capaCIty by 2012

Center for Sustamable Development m the Amenca, Vlpnl 26,



Guatemala Country Profile draft

4 FORESTRY SECTOR

DeforestatIOn Rates

DeforestatIOn rates m 1998 were 82,000 halyr Reforestation m 1997 was I 500 halyr The natIOnal mcentlVe program
promoted 8,500 ha of reforestatIOn m 1998 TIns rate should go up to 12,000 halyr for 1999 and 2000

ReforestatIOn programs and mcentlves

In December 1996, the INAB (National Forestry Institute) approved the nell Forestry law, tlus law mcludes not only a
decentrahzanon system, but also reforestatIOn mcentIve packages

5 AIJ/CDM INFRASTRUCTURE

NatIOnal CDM polIcy or office

The Guatemalan Office for ActIVIties Implemented JOIntly (OGlC) has been created to actIvely promote mvestment
oportumtIes m enVIronmental projects OGIC IS a technIcal and executIve office WIth the faculty to propose polICIes
cntena, formulate mecharusms to evaluate and approve, to certIfY the reductIOn or sequestenng of greenhouse gases and
to promote market projects

OGIC was created by government decree number 474-97, and IS composed ofrepresentatlves from the country s
cWferent sectors Government (Mmlsm ofEnergy, Agnculture and EnVIronment), AcadelUlc (Urnversldad del Valle)
NGO s (ASOREMA), and pnvate (Guatenmla Development FoundatIOn - FUNDESA)

Projects must meet the follOWIng cntena m order to obtam host country acceptance

1 Demonstrate capaCIty for C02 reducnon or fixanon on straIght lIne baSIS
2 FrICed or aVOIded carbon IS venfiable
3 Project mcorporates an addInonal component that benefits nanonal development
4 Project IS technIcally and finanCIally feasIble
5 Project follows nanonal development polICIes
6 Fmancmg ongmated from sources other than offiCIal development aSSIstance and gO',. emment backmg

OGIC has developed a procedural manual for project evaluatIOn. The office does not generate projects per se, but IS m
charge of promotmg the process as well as prOVIdIng guIdance and faCUltIes for those mterested m developmg projects
Three AU projects, two renewable energy and one carbon sequestranon, have been approved by OGIC

NatIOnal CDM!AIJ Contact InformatIOn

Ing Eduardo Dopazo
OGIC
DIagonal 6 10-65, Zona 10
Centro Gerencml Margantas Torre I
4th NlVel Of 402
Guatenmla 01010 Guatemala
Tel 502-332-7952/Fax 502-33-2-7958
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COUNTRY-HONDURAS

1 GHG OFFSET AVAILABILITY

Offset potential

In carbon eqUIvalent umts, Honduras presents the hIghest potential for carbon sequestratIOn of all countnes
ill Central Amenca, about half of the country IS stIll covered WIth forest vegetatIon, whIch represent more
than 4 btlhon tons of carbon already sequestered

The govenunent has Identrfied addlnonal hydro generanng potentIal of as much as 360 M\\ and geothermal p:)tentlal
of120MW

2 GENERAL INVESTMENT BACKGROUND

PolItical and economIc overvIew

Honduras economy, dependent on the agncultural sector for export, employmg 43% of the economIcalh acm e
populatIOn and accounnng for 25% of GDP was set back by the effects of Humcane MItch m 1998 In the mdustnal
sector the maqwla sector has been the most actIve m the regIOn, employmg more than 100 ()"~ Honduran "oriers m the
last 10 years Currently, the econormc mstltutIOns and mcentIves are under a strong souctural adjustment reform
program m reactIOn to econormc dIfficultIes m the 1980s and earl) 1990s, that WIll allow for the e"'-p3I1S1on of
mternatIOnal markets for Honduran non-tradlnonal goods ThIs program has resulted m 10Vi mug of mflatIOn rates from
24% m 1995 to 16% m 1998 and a steady rate of econOmIC growth of 4%

DespIte a relanvely low populatIon densIty land shortages are a problem Pnor to Humcane Mitch, an estlmated
500 000 peasant farmers were estImated to be landless ThIs figure has mcreased m the afL~ath of the storm. In the
early 1980s tImber was the thrrd largest export Ho",ever, the t1lllber mdustry encountered a senes of financral
problems, mcludmg forest fires m the early 1980s More than 30% of the country s forests Vi ere lost after 1970 at a rate
of some 88000 ha per year Efforts to reVIve hard""ood productIon m the late 1980s Viere abandoned after fierce
OppoSitIon and an estImated 25m ha Were beheved to be m need of reforestatIOn by the rrud-1990s

PolItical stabIlIty

PreSIdent Carlos Flores IS the fifth democratIcally elected preSIdent m 1\\0 decades The military is no", under cmllan
authonty and has recently re-orgarnzed mto the pubhc safety (polrce) and the defense IIllillStrles PolItIcal amances
smce the early eightIes place Honduras m a relatIvely better poSition than other countrIes that have suffered from
domestic COnfliCt

EconomIc Growth

GNP s growth rate 1998 3 9 %
Rate of growth exports 1998 10 0 %
Pnvate mvestment/GNP 199815 %
InflatIOn rate 1998 16 %
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Currency

The lemprra (US$I=Lps 1395 as of01-25-99) dunng the last 2 years has mamtamed a declmmgrate ofcurrenC)
depreclauon m a structural adjustment enVlfonment

Foreign lDvestment polIcies & lDcenbves

Export promotion mcentives mclude the folIowmg laws and regulatIons
• Temporary Import law (used by maqmlas, crops exporters)
• Industnal processmg zones (used by maqUllas)
• Re-export procedures (used by maqutlas)
• ActIve perfectlOn law (used by maqmlas)
• Generaltzed system of preferences (used by coffee growers-exporters furmture makers sugar

mmerals and frmts)

The 1992 Investment Law proVldes mcenuves to capItal mvestment

New laws that affect CDMlAIJ lDvestment

In recent years, Congress passed mo laws related to forestry and energy that poslu\elv affect AU/COM
offsets the Incentives law for forestation and reforestatzon and the Incentives law for renewable energy
AddIuonally, m Nm,ember 1997 an Executive Decree resulted ill the creatiOn of the Honduran Jomt
Implementatzon Office (OIeH) wluch IS the natIonal authonty on the AIl/COM actlYlUeS

3 ENERGY SECTOR

Energy Demand

Although pre- Humcane Mitch estmlates range from 430/0-50% of Hondurans that have electnclty, electnclty semces
reach only 15% of Honduras rural populatiOn Annual per capIta electnclty consumptlOn IS only about 350 kWh per
person DespIte tlus low level expenditures on electnclty account for about 3 8% of the country's GOP The countr\'s
ablhty to meet demand wtll therefore depend upon future economlC growth Installed capac1t\ IS about 560 MW \\ruch
mcludes 423 MW of Hydro and 137 MW of diesel and fuel 011 fired generauon. Humcane lvIItch damaged an estImated
20%-50% of the power mfrastructure

Electnty demand grew about 15% a year from 1995 to 1998 bnngmg total demand to 650 MW Honduras needs to add
80MW to 100MW a year of mstalled capaCIty for the foreseeable future, about 500 MW by 2003, all of wluch IS open to
the pnvate sector There are plans to pnvatlZe the 560 MW utIhty, NatIonal Electnc Energy Company though the
generauon assets WIll hkely be the last sold
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Energy market trends

Honduras has no meanmgful reserves of 011, gas or coal, and the 011 used m electncIty generatIon IS Imported The
country has estImated hydro potential of about 3,600 MW of which 437 MW has been de\eloped, and unde\eloped
geothermal resources of about 120 MW BIOmass generatIng potential from the sugar and \'\ood processmg mdustnes
also eXIsts

The electnc sector of Honduras IS made up of the NatIOnal Electnc Energy Company (ENEE) a state owned company
and five other pnvate generatmg comparnes A process for pnvate partICIpatIon m the energy markets was begun m
1994 An Under Secretary of Energy WIth a Renev,al Energy Urnl., was recently created WIthm the NatIOnal
COmmISSIOn on Energy and a pnvate orgamzatIOn. the NatIonal AsSOCIatIOn of Renewable Energy Generators, also
eXIsts Under a plan now bemg conSIdered by Energy COmmISSIOn, Honduras would reform and pnvatlZe the assets of
ENEE, WIth ENEE retammg ownershIp of tranSmISSIOn and dispatch assets

Under Honduran la\\ hydro resources must remam WIth the government Therefore an) ne"" hydro projects must be
bUllt on a bUlld-operate-transfer basIs ENEE has IdentIfied about 10 h" droelectnc projects that could be de\ eloped on a
BOT basIs The SItes support between 200-700MW Pm ate firms are free to propose po\'\er plants, but the\ must sell

power at less than the margmal cost ofENEE, which IS about 6centslkWh

4 FORESTRY SECTOR

DeforestatIOn Rates

In 1996, the deforestatIon rate for Honduras was 108,000 ha /yr

5 4.IJ/CDM INFRASTRUCTURE

NatIOnal CDM pohcy or office

Honduras IS m the process of settmg up a natIonal AIJ/CDM office T\\o AIJ pIlot projects, a bIOmass electnClt\
generatIon project and a rural solar electnficatIon project are located m Honduras

NatIOnal CDM/AIJ Contact InformatIOn

Currently SERNA (under Secretary of the EnVIronment)
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COUNTRY NICARAGUA

1 GHG OFFSET AVAILABILITY

Offset potential

NIcaragua has potennal for an estunated addtnonal 5,050 MW of hydroeclectnc generanon. and 2,200 MW of
geothennal electncity An estunated addIbonal43 08 1Dlihon tons ofcarbon could be sequestered by 2015 m the land­
use change and forestry sector Nanonal pnonty areas for carbon sequestrabon offsets are conservmg forests under
threat m protected areas, pnvate forests, and the Atlannc BIOlOgiC Comdor

2 GENERAL INVESTMENT BACKGROUND

PolItical and economic overview

By the lDld-1990s NIcaragua was m a state of econonuc recovery after havmg undergone an econOlDlC cnSIS for more
than a decade as a result of a prolonged CIVIl war, econonuc sanctIOns agamst the country, and government
nusmanagement All of these factors served to accentuate a tradtnonal dependence on Imports and external financmg.
Econoffilc perfonnance rehed on a narrow range of commodity exports the most unportant of which \\ ere bananas
coffee, cotton.. meat, and sugar In 1990, GNP was $330, makIng NIcaragua the second poorest (after Hmn) countn In
the henusphere

In 1997 NIcaragua s economy underwent an evolutIon that was charactenzed by a growth m productIOn, lo\\er rates of
mflatIOn, Job creatIOn and advances m such structural refonns as taxes and commerce legislatIOn on pubhc enterpnses
and legIslatlon on pnvate property, as well as an rncreasmg finanCial and commercIal freedom

PolItical stabddy

WIth the 1990 elecbons and the hftrng of econonuc sanctIOns NIcaragua began to expenment WIth a senes of changes
geared toward ImproVIng econonuc pohcy and openmg the economy The Government IS \\ orkmg to estabhsh relatIOns
between different sectors rn the country m a democratlc enVIronment DrlIerences between the govenunent and the
Sandtmsta Movement are bemg resolved

Economic growth

The econonuc growth rates have contrnued to nse compared to negatlve growth dunng the 1980s Growth m 1998 "as
5% the hIghest m this decade

Currency

The exchange rate IS fixed. WIth shght changes announced each month that serve to control mflatIOnan trends and
promote pnce stabUlty Consequently, fiscal pohcles are directed towards ImprOVIng savmgs and m\estment and
strengthenmg the balance of payments Interest rates remam free inflatIOn rates contrnue to drop, 72 % In 1997, down
from 12 1 % m 1996, mostly reflectIng nsrng salanes Compared to mflatIOn rates dunng the 1980s when
hypennflatlon topped at 36,000% rn 1988, the currency has stablhzed remarkably
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Foreign Investment policies & IncentIVes

The NIcaraguan Government IS promotmg exports through a number of bIlateral and multllateral agreements These
mclude agreements WIth Me~co, the European Druon for shnmp, bananas and coffee, and Venezuela and ColombIa on
the regIOnal level as a member of the Mercado Comun Centroamencano

New laws that affect CDM/AIJ Investment

New Energy and Forestry laws ha\e recently been approved In Apnl 1998 the government approved La" 272 the
electnc mdustry law, that permtts the partIcIpatIOn of the pnvate sector m the generatIOn and dtstnbutton of electncity
Also In 1998 Law 271 was passed, under whtch the natIonal electnc utIltty, INE (NatIOnal InstItute of ElectnClh) WIll
be reformed

3 ENERGY SECTOR

Energy Demand

NIcaragua s relatIve poverty and lack of meanmgful fosstl resources has hampered de\elopment of the po"er sector
Currently about 48% of NIcaraguans ru1'.,e access to electncity 1995 demand for electncIh ..as estImated at 340 MW
shghtly lo",er than the 1995 generauon capaCIty of 383 MW Residenbal and pubhc sectors dorrunate energ}
consumptIOn accountmg for 63% of total consumptIon. followed by transportatIOn and mdustry

The NIcaraguan Government estlTIlates that energ} demand WIll gro" appro~mately6% per year for the ne".1 menty
years To meet tlus demand, the country WIll need to add 1,179 MW to Its current mstalled capacI!> The IADB
estImates that NIcaragua needs to mstall an additIonal 90 MW of capaCIty WIthtn the next h' 0 years m order to a\ Old
senous electncity ratIonmg.

NIcaragua has potentIal for an estImated 5050 MW ofhydroeclectnc generatIOn and 2200 Nrw of geothermal

Energy market trends

The electncity system In NIcaragua IS operated by the NIcaraguan Institue of Energy (INE) Maxnnum demand m 1997
reached 360 MW whtle effectIve available capaCIty .. as, at best, 350 MW Damage from Hurncane Mitch m October of
1998 has further decreased generatIon capaCIty TIus has resulted m ratIonmg at peak demand Interconnectlons to
neighbonng countnes ha\e allowed po"er to be purchased from Costa Rica and Panama

Pubhshed electncity tanffs ha\e mcreased smce 1993, to an average of over $0 lllkWh m 1996, among the htghest
power pnces m the regIOn Pnces for petroleum products are also htgh compared to other Central Amencan countnes

In 1998, the NIcaraguan GO\ ernment passed an electnc Industry La" that permtts parhcIpatIOn of the pm ate sector m
the generatIon and dIstnbutlon of ElectnCIty NIcaragua's hberaltzatIOn of ItS energy mfrastructure was mou, ated by a
host of problems m the power sector mcludmg htgh S\ stem losses poor mfrastructure and a lack of capItal to ftnance
e'<PansIOn The mam objectnes for hberahzatIon mclude separate regulatory and operatmg functIOns tarIff reform, and
Improved operatmg effiCIency The target date for pmatlZatIOn IS late 1999 or early 2000
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4 FORESTRY SECTOR

DeforestatIOn Rates

DeforestatIon has been lugh and exacerbated by the opemng of roads for forest concessIOns to the mdustrv sector The
estimated rate of deforestatIOn IS about 100,000 ha per year In 1998 the forest surface area affected bv fires was
531,800 ha

ReforestatIOn programs and Incentives

Two reforestatIOn mcentIve programs e'Ost m NIcaragua FONDOSILVA supports producers WIth 50% of therr
plantatIons mvestments PASOLAC IS a regIonal programme workmg WIth projects lIke P1km Guerrero m Matagalpa
Campesmo to Campesmo Programme m Masaya and the cooperatIves UnIon m San Ramon.

5 AIJ/CDM lNFRASTRUCTURE

NatIOnal CDM polIcy or office

The legal framework for a natIonal cllIDate change COmmlSSlOn and a CDM office IS ready Both WIll be Implemented
m the near future A Geothermal AU ProJect, Ho)o Monte-Galan. has been approved by the US InItIatIve on Jomt
ImplementatIon.

NatIOnal CDM/AIJ Contact InformatIOn

MarIa Stradthagen
CONADES
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COUNTRY PANAMA

1 GHG OFFSET AVAILABILITY

Offset potential

Panama has the potentIal to generate 6,645 MW WIth the hydroelectnc resources and 3 600 \fW through geothermal
energy An addItIonal 28 48 nullIon metnc tons of carbon can be sequestered Via land use change and forest aCtIVItIeS
A lugh pnonty IS Improved management of the canal watershed area particularly after Panama takes possesSIOn of the
canal m2000

2 GENERAL INVESTMENT BACKGROUND

PolItical and economic overview

Panama's locatIOn and famous asset the 82 kIn Panama Canal, has allowed It to de"elop as one of the most Important
sluppmg crossroads and entrepots m the world For a small country, Panama also possesses abundant natural resources
mcludmg fishmg grounds, forests, mmeral depoSIts and a clImate and topography Ideal for de<. elopmg hydroelectncity
However many of these resources partIcularly reserves of gold and copper have not been explOited because of
Panama s strong sefVlce economy and relIance on revenues from the canal and offshore banking actIVities In 1995
sefVlces accounted for 70% of GDP, WIth the largest sectors bemg transport, storage, communIcatiOns and the financml
sector

Efforts v,ere made to dIversITy the seVIces onented model m the 1980s because re"enues from the canal "ere under
threat and the bankIng sector's credlbIhty was damaged by ItS aSSOCIatIOn mth drug traffid..ers The ImplementatIon of
these pohcles led to pohtIcal mstabIhty and the reSIgnatIon of PreSIdent Barletta m 1985 and the oustmg of lus successor
Enc Delvalle by General Manual Nonega m 1988 The econonuc SItuatiOn, \\orsened 'WIth the US econonuc bo"cott
of 1988-1989 played a role m the downfall of Nonega 'flho was m turn, ousted by U S troops m an mvaSIOn of the
country m December 1989

The economy rebounded m the early 1990s With growth rates from 4% - 9% Panama had one of the lughest debt per
capIta rates m the 'florld, m the early 1990s, debt sefVlce annual payments accounted for more than 40% of publIc sector
revenues In 1995, a debt restructunng deal was struck WIth the IMF, IDB and World Bank.. \'tluch covered $3 500m m
pnncipal and mterest arrears and opened new credIts

Economic growth

The econonuc growth rate m Panama m 1997 was 44% The major growth sectors were exports SefVlces toUrIsm
nunmg and fishmg Nmety-nmety eIght saw the begmnmg of the econonuc polItical program commerCIal openmgs the
pnvatIzatlOn of the state enterpnses and a large program for Infrastructure mvestment

Panama's sluppmg registry, wluch had suffered under the sanctIOns agamst the Nonega regime has grown about
5o/olyear smce the late 1980s By 1995, Panama s open registry fleet mcluded 13,259 "e<-sels makIng Panama s the
largest sluppmg registry m the world TOUrIsm also grew m tlus penod ,nth receIpts of S270 nullIOn m 1995 The
Canal, wluch Will accede to Panamaman control m 1990 generated receIpts of $365 7m ill 1992
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Currency

Panama s currency has lustoncally been farrly stable, WIth the Balboa pegged to the U S Dollar at an exchange rate
value of 1 Balboa for 1 U S dollar

Foreign lDvestment polIcies & lDcentIves

Panama has encouraged foreIgn illvestment, partIcularly Sillce 1990 Many restnctIOns were ended and a 1991 foreIgn
illvestment protectIOn law has added to the relatIVe attractIon of Panama New polloes based on free market
competItIon illclude a pnvatIzatIOn program \\hIch Panama hopes WIll help modenuze the educatIOn system as "ell as
the publIc adnurustratIon

New laws that affect CDMlAIJ lDvestment

The recent General Law for the Envrronment created The NatIOnal Authontv of the Envrronment elevatillg It to the
hIghest statue ill the publIc sector

3 ENERGY SECTOR

Energy Demand

Panama s potentIal for hydroelectncity IS qmte hIgh, ill 1995 hydroelectncity accounted tor more than rno-thuds of
energy generatIon However lower ramfall related to the destructIon of the forests ill "atershed areas can negatI\ eh
affect hydroelectnc generatIon (and the passage of slups through the Panama Canal)

Installed capacI!) IS appro'Umately 1000 MW, WIth a demand of 3 900 MW Per capita consumptIOn IS 1 06-l
KWh/person Nmety percent of the populatIOn has access to electncIty Energy needs ill 2(oQ; Will be for an addttIOnal
470 MW Panama has recently uutIated a program to lfllprove the secunty and effiClenC\ of the publIc serVices ill the
energy telecommunIcatIOns and water sectors

Energy market trends

The electncity pubbc servIce was pnvatlZed WIth the Law No 6, February 3, 1997
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4 FORESTRY SECTOR

DeforestatIOn Rates

DeforestatIon rates m Panama are 51,000 halyear 123,500 ha offorest cover was affected b, fire m 1998

Reforestation programs and mcentlVes

Law 24 23 was passed m November 1992 to promote reforestatlon

5 AIJ/CDM INFRASTRUCTURE

NatIOnal CDM polley or office

The Panamaman FoundatIOn of EnVIronmental ServIces (FUPASA) IS currently bemg formed as a pnvate entIty It WIll
evaluate, approve and promote CDM m, estment m Panama

Panama currently uses the same cntena as the U S ImtlatIve on Jomt Implementation.

Panama has an AIJ pilot carbon sequestratlon reforestatIon project The country IS also workIng WIth m"estors to
develop another carbon sequestration project m the canal watershed

NatIOnal CDMlAIJ Contact InformatIOn

At present the Mrmstry of ForeIgn AffaIrs IS the politIcal focal pornt for AIJ/CDM actIVItieS, and ANAM (National
EnVironmental Authonty ) IS the technIcal focal pomt

Contact LIC MIrei Endara DIrector, ANAM
Tel 507-232-5939
Fa.... 507-232-6612
Mendara@ns mfenare stn SI edu
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SEEKING A COMPETITIVE ADVANTAGE FOR
CENTRAL AMERICA IN SELLING AND

MARKETING GREENHOUSE GAS
REDUCTIONS:

"Recommendations based on a Survey of Potential
Investors."

ANNEX III

"Potential Interviewees"



POTENTIAL INTERVIEWEES
To Select Maximum of 30

BD = Busmess Development
ENV - Envlronment / Comphance

CANADA (5)
o Greenhouse Gas EmissIOns Management ConsortIUm
Aldyen Donnelly, President BD
President 1965 W 4th Ave #101
Vancouver, BC V6J IM8
Canada
Tel (604) 731 4666
Fax (604) 7314664
- mterested, but no time to respond

2 utilities
o TransAlta Energy
Kelly Gunsch ENV
Tel (403) 267-2586
Fax (403) 267 7372
Box 1900, Station M
110 - 12th Avenue SW
Calgary, Alberta T2P 2Ml

mterested, but ultimately did not respond

o Ontano Hydro
Bnan Jantzi ENV
Manager ErrusslOns Tradmg
Ontano Hydro
700 Umverslty Avenue, H15 G27
Toronto Ontano M5G lX6
Tel 4165925417
Fax 4165927646
- sent m completed response

2011 & gas
o Suncor Energy
Gord Lambert ENV (& some BD)
Corporate Director
EnVironment Health & Safety
PO Box 38
112 - 4th Ave SW
Calgary, Alberta T2P 2V5
Tel (403) 269 8720
Fax (403) 269-6271
- sent m completed response

o Leah Lawrence
Semor Technology AdVisor (ENV and some BD)
TransCanada Pipelines Ltd
Tel (403) 2678934
- response sent m

USA (16)



10 utilIties (12 possible)

o PaclliCorp
Bill Edmonds
Manager, Environmental Affairs ENV
825 NE Multnomah, Smte 2000
Portland, OR 97232-2155
Phone 503 813 5291
FAX 5038135272
- response by email rec'd

o Southern Company
Gary Hart
Manager, Fuel & Allowance Planmng
Southern Company ServIces
600 N 18 Street, PO Bo'X 2625
Birmmgham, AL 35202-2625
Tel (205) 257 7438
Fax (205) 257 7795
- no response to several messages

o AmerIcan ElectrIc PO"'I'er

John McManus, Manager
Envlronment, Health &.. Safety ENV
1 Riverside Plaza, 9th Floor
Columbus,OH 43215
Tel (614) 223 1268
Fax (614) 223 2897
- sent completed survey

o Edison ElectrIc Institute
InternatiOnal Utility EffiCiency Partnership, Inc
Ron Shifflet
701 Pennsylvama Ave NW
Washmgton, DC 20004
Tel (202) 508 5000
Fax (202) 508 5080
- sent m completed survey

o Pubhc SerVice ElectrIC & Gas
Albert Wallace
Envlronmental Affairs
80 Park Plaza Me T-16M
Newark NJ 07102-4194
Tel (973) 430-8105
Fax (973) 645 1243
- mterested, but response never received

o PaCific Gas & ElectrIC
Jim Wohltmann
PaCific Gas & ElectriC
PO Box 770000 Nl3B

BD



San FrancIsco, CA 94177
Tel (415) 9735042
Fax (415) 9737891
- mterested, but response never received

US Generatmg Co
Tom Romero
Environmental Engmeer
SUIte 1300
7500 Old Goergetown Rd
Bethesda MD 20814-6161
Tel (301) 718-6758
Fax (301) 9135850
- no response to messages

Leo Sicuranza
Environmental Engmeer
(617) 7883686
- mterested but no time to complete

o Tennessee Valley Authonty
Jerry Golden
Director EnvIronmental Affairs
1101 Market St
Chattanooga TN 37402
Tel (423) 7516779
- completed survey submitted

o Vlrgmla Electnc Power Co
Jennifer Snare
EnVironmental AffalfS
1nnsbrook Technical Center - 1NE
5000 DommlOn Blvd
Glen Allen, VA 23060-6711
Tel (804) 273 2890
Fax (804) 273 3614
- unable to complete - no time / resources

o Duke Power
Roy Hamme
Director, EnVIronmental Affairs
Duke Energy Group
EC 12ZA 526 S Church St
PO Box 10006
Charlotte NC 28201
Tel (704) 373 6848
Fax (284) 373-6410
- response received

2 car manufacturers

o DmmlerChrysler
Anne Schlenker

ENV (and some BD)

ENV



(248) 576 5456
- mdlcated mterest, but survey was not completed

o GM
John WIllIams
DIrector, Global ClImate Issues Team
General Motors Corp
Mal ICode 482-115-255
3044 W Grand Blvd
DetrOIt, MI 48202
Tel (313)5567769
Fa'{ (313) 556 9003
- not mterested

3 011 & Gas

o MobIl
Susan Sonnenbergy, Manager
Corporate EnvIronmental Health and Safety Issues
MobIl CorporatIon
3225 Gallows Road
FaIrfax, VA 22037-0001
Tel (703) 846 3530
Fa'{ (703) 8462972
- no response receIved

o Chevron
John ShInn
Chevron Global Change Network
Chevron Research and Technology Company
100 Chevron Way
PO Box 1627
RIchmond CA 94802-0627
Tel (510) 242 4808
Fax (510) 242 1376
- no response receIved

o ENRON
Scott Kushnlck
EmIssIOns Tradmg

Enron CapItal &.. Trade Resources
PO Box 1188
Houston, TX 77251
Tel (713) 853 4839
Fax (713) 646 2492
- completed survey sent

1 coal company

o Arch Coal Inc

ENV &.. BD (theIr enVIronmental and commodIties tradmg
busmesses are combmed)



Andy D Blumenfeld
Environmental Officer ENV
SUite 350 City Place One
St LOUIS, MO 63141
Tel (314) 994 2876
Fax (314) 994 2719
- completed survey sent m

EUROPE (6)
3 governments

o Government of SWItzerland
Anne Arqlllt-NIederberger, Mmlstry of EnVlronnlent
Tel 41 31 3230885
- survey IS not appropnate for government

o Go, ernment of the Netherlands
Mmlstry ofHousmg, SpatIal Plannmg and the EnVIronment
Yvo de Boer
31 70 339 4386
31 70 339 4446
- not mterested

o Government of Nornay
Knut Thonstad, Mmlstry of Fmance
Deputy Director General Mmistry of Fmance and Customs
Box 8008 Dep N - 0030
Oslo, Norway
Tel 4722 24 44 38
Fa"\(. 47 22 2427 07
- not SUitable for government

1 utllIt)

o Electrabel SA
Boulevard Du Regent 8
Brussels, BelgIUm
Jean-Claude Steffens
EnVIronmental Affairs
Tel (322) 518 6231
Fax (322)518-6534
- very mterested, no time

o IVO Group
Helkkl Plkkaramen
Director, Busmess Development
IMATRAN VOIMA OY
IVO Power GeneratIOn
RaJatorpantIe 8, Vantaa
0101910V
Fmland
Tel 358985614274
Fa"\(. 35898561 4291
- completed survey sent m

BD



1011
o StatoIl
Frede Cappelen,
Corporate Advisor, Busmess and Environment
N - 4035 Stavanger
Norway
Tel 0114751997138
- completed survey subrrutted

JAPAN (3)

o Mltsublshl
Gordon Epstem, Manager
Government Affairs, North Amenca
Washmgton, DC

ENV&BD

Hldezane Tonge,
Assistant General Manager, Environmental and Social Responsibility Dept

o Toyota Motor Corporation
Toom Nlshlzutsuml
Project Manager, Environmental AffairS DIvIsion
1, TOYOTA-CHO, TOYOTA AICHI 471-8571
Japan
Tel 056523 1566
Fax 056523 1589
Tal-uJi YatagaI
Project General Manager
EnVironmental Affairs DIVISIOn
4-18, KORAKU, I-CHOME, Bunkyo-Ku
Tokyo 112-8701
Japan
- no response received

o Tokyo Electnc Power
Yasuo Hosoya, Director
Deputy General Manager of Plant Sltmg & EnVironment DIVISIOn &.

Engmeenng Research & Development DIVISion
1-3 UchlsaIwaI-Cho I-Chorne Chlyoda-Ku
Tokyo 100 Japan

counterpart m Washmgton
Yasushl Hleda, Manager Washmgton Office
Tel (202) 457 0790
Fax (202) 4570810
- no response received


