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I'n 2015, i mportant international climate and devel
El mau declaration to pursue the decarbonization of
tury was followed by the adoption of Agenda 2030

bi ndiamrg s Cl i mate Agreement under the UNFCCC. Ami d
gl obal economy and the rise of right-wing populis-
mained encouraging throughout 2016: Deployment of

energy-redmitedi s stagnate and many investors, fi
gions and cities are calling for long-term, ambit]i
US presidential election, Brexit and the ongoing E
ber 2016 gave a clear signal that the internati on:
irreversible and is getting ready to finally addre
cial to solve urgent global problems - now maybe m
and richest states that release about three-quart
stand up to their responsibility. Confronting the

of their climate and energy agenda for the G20 is
The years of diplomatic stalemate in climate pol it
repeated. Intel l i gent climate policy is a great o
eradication and more global equity. Recognizing th
most vulnerable countries just pledged to go 100%
2050 - now the G20 must follow their [ ead.

The PA firmly states that the rise in global me an
1.5°C to avoid disastrous c¢climate change and its |
adaptation and resilience, and - notably - to maki
GHG devel opment. The latter requires al/l investmen
abl e, carbon-intensive practices and projects, and
bon devel opment. Public investment, and in particu
ture, must be guided by the long-term climate goal
if risks are to be limited and the inevitable stru
At the same time, Sustainable Development Goal (SD
energy for all as a crucial prerequisite to devel
world on a track towards decarbonizing the global

world by 2070. Agenda 2030 emphasizes the right to
“no one s l|left behind?”. Now mul ti - and plurilate
transformational partnerships will play a cruci al

of these landmark agreements negotiated under the
The G20 constitutes an i mportant platform to addr
unites Dboth the leading industrialized countries

economies, represents two-thirds of gl obal popul af
emissions and more than four-fifth of global GDP,

but also those aspiring to lead the green and rene
tries must continue to take the lead for both mit
deavours will be far from sufficient unless the | a
or I ndonesia also commit to base their growth and
uni versal participation within the UNFCCC continue
resentation of poor and small countries and their
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mies are well suited to address competitiveness co
ment and infrastructure challenges and the need to
ble global GHG neutrality.

Traditionally focused on economic growth and fina
growth and infrastructure investment since the Mex
idency has taken wunprecedented steps to widen the
SDGs and the PA. China and the US jointly announc:¢
G20 summit o'A 5'Sewhielmbeancdour aging all other G20 me
also created the “Green Finance Study Group” (GFSG
and market barriers to green finance and options t
green investment. Work within G20 continues to fo
through several initiatives, however the disconnec
nance track and the broader sustainability and cli
“sherpa track” was obvious in 2016 and merits cl os
ti me th G2 declared their commitment to end “ine
countries have made progress on that subject. But

prices, the mutual subsidy peer review process undc
Ger many, Mexico and I ndonesi a, and finally through
phase out at their 2016 summit.

The “Task force on climate-related financial discl
Financi al Stabilit Board was established in 2016
response to increased awareness about the financi a
and the policies to combat it This concerns risk
change, material risks through liability claims ar
“tragedy of the horizon”, the misalignment of fina
strategies required to address climate change. | f
centives result in a failure to align investment v
result in a lock-in of high carbon emissions and

both the financial system and the physical economy
have to react abruptly to climate shocks in the fu
sets sooner than expected. Il'n 2015, a finance i ndu
ci al stability board with examining options to ensc
TCFD recently published a consultation draft of tt
tions on disclosure of climate-related financial r
May 2017.

The G20 is dominated both by finance ministers and
finance track) and heads of states. The G20 is not
control or meaningful public participation, withou
lished secretariat. As the G20 has |l ong been geare
growth and financial stability, mainstreaming sust
streams is extremely i mportant but remains challen
a good direction, public scrutiny wil!/| be essentia
soci al inclusion criteria are met across the board
The German G20 presidency constitutes a unique <cha
mate policy of the 2015 G7 summit in Schloss EIl ma
i mpl ementation of both the PA and Agenda 2030. On e
taken up by the German presidency is a commitment

long-term strategies towards greenhouse gas neutra
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take under the UNFCCC. LTS are essential tools to
sions. They are also crucial to align broader deve
jectory, and account for path-dependencies further
commi tted to formulate and communicate ambitious 1
the UNFCCC. This timeline should be sharpened to 2
nations, and accompanied by an internal G20 LTS pl
dency should embrace and support existing green fi
as a forum to prepare a financial system reform t
issues. This would include i mplementing and buil di
special focus on creating transparency with compar
trends but also regarding future strategies in L|in
and Paris goals - and a roadmap towards making di s
nanci al institutions should also be obliged to sul
how their respective business models are compati bl
egies andpriseng COntinuing the work of the GFSG,
tests for companies and financial institutions, b u
ergy transformation in developing countries and re
other i mportant i ssues. Al s o, efforts should be ma
pricing within the G20: by removing negative price
possible by 2020, but no [ ater than 2025, and thr
signals within G20 countries, based on domestic t a
ing Systems, to enable transformational change acr
gently needed to channel public and private funds
taining fiscal and economic stability is the core
ing global inequality, the G20 needs to pay more
enter into transformative partnerships with the mo
climate risk insurance with a clear focus on the p
oping countries must be part of the answer. Al L tF
al l G20 finance, devel opment and infrastructure w
SDGs
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5 war das Jahr wichtiger Rahmensetzungen in der
i k. Auf den Beschluss der G7 in EIl mau, di e Deka
derts anzustreben, folgte die Verabschiedung de
g und das historische und verbindliche Paris-AD
konvention (UNFCCC) . I nmitten einer von Kriegen
aft und dem Aufstieg rechtspopulistischer Kraf:t
wi cklungen auch 2016 ermutigend: Der Ausbau der
voran, die xebBmirgsebednngtagnlC®ren und viele In
, Unternehmen, Regionen und Stdadte rufen die Po
utz auf Dem Ausgang der US-Prdsidentschaftswah
dt e di e ,Action-COP*“, der UN- KL i magipfel in Ma i
s die Staatengemeinschaft die Pariser Beschl iss
t ist, sich der globalen Klimakrise zu stellen.
Wi r brauchen wirkungsvolle internationale Koor
e . Die G20 - die Gruppe der grofbhten und reichst
i bhausgas-Emissionen freisetzen - muss ihrer Ve
Bundesregierung mit ihrer G20-Agenda auch die
ntiert. Das verlorene Jahrzehnt in der Klimapol
f sich nicht wiederholen. Intelligente KIlimapol
kl ung Armutsbekdmpfung und mehr globale Gerech
Staaten haben dies bereits erkannt und sich be
i c auf eine 100% erneuerbare Energieversorgun
Paris-Abkommen enthdalt die ausdriuckliche Verpf
er 2 C zu begrenzen und Anstrengungen flUr eine
rlichen Klimawandel zu vermeiden. Auferdem habe
engungen im Bereich Anpassung zu vertiefen und
treibhausgasarmen und klimaresilienten Entwick
als dass alle I nvestitionen, 6ffentliche wie p
Verfahren abgezogen und in Richtung gridner | nf
er Entwicklung umgelenkt werden missen. Offent!l
klung langlebiger I nfrastruktur missen sich an
0 orientieren.

ichzeitig fordert das globale Ziel fir nachhal!t
moderner Energie fidr alle als eine Grundvorau
|l befinden. Das Pariser Abkommen hat den Weg gee
toren bis zur Mitte des Jahrhunderts und fir el
s untermauern das Recht auf eine Entwicklung, b
e schnelle und ehrgeizige Umsetzung des KIlimaab
, spielen neben der UNFCCC auch andere mul ti -

tnerschaften eine bedeutende Roll e. Die G20 bie
einer treibhausgasneutralen Welt wvoranzutrei be
die wichtigsten Schwellenlédnder, reprasentiert
[ Viertel der globalen Treibhausgasemissionen u
dsprodukts. Die weltweit groBRten Produzenten u
nso vertreten wie jene, die um die Flihrung bei

ren. Auch wenn die Industrielander der G7 bei f
en miussen, waren deren BemlGhungen doch nicht au
tschaften China, ' ndi en, Brasilien oder I ndones
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und i hrer Entwicklung auf einen treibhaugasar men P
mit i hrer universellen Beteiligung bleibt der rich
geln zur Klimapolitik, damit auch die kleinen Sta.
recht beteiligt werden. Ergdanzend dazu ist die G20
net., Fragen wie Wettbewerbsfahigkeit, I nfrastruktu
Dekarbonisierung koordiniert voranzutreiben.
Traditionell liegt der Schwerpunkt der G20 auf Wi
doch seit der mexikanischen Prdsidentschaft 2012 d
rastrukturinvestitionen. Die chinesische Prasident
der Agenda 2030 - zu einem Kernthema der G20 gemac
G20-Gipfel in Hangzhou am 4. und 5. September 2016
det, und andere G20-Staaten zur Ratifizierung er mu
Group* (GFSG) einberufen, um HGOGrden f Ur ein ,grine
lichkeiten fiUr die Mobilisierung von privaten Mit:t
Durch mehrere I nitiativen unterstitzt die G20 wei't
nen. Jedoch erfolgt die Arbeit zur Infrastruktur -
Finanzminister - bisher weitgehend getrennt von | e
lungszielen im sogenannten ,sherpa track®“ der Regi
k1l &art hat, ineffiziente Subventionen fidr fossile E
Lander substantielle Fortschritte gemacht. Der Pro
Begutachtung an Schwung gewonnen. Nach den USA und
Mexi ko und I ndonesien zu einem solchen wechselseidt
hat der G7-Gipfel 2016 mit der Einigung auf das En
tionen erstmals eine klare zeitliche Vorgabe gemac
Di e 016 gegrindete Task Force fiur klimabezogene
der ederf hrung des Finanzstabilitdatsrates (FSB),
tion auf das gestiegene Bewusstsein fair Finanzst.
Kl i mapol i tik Diese umfassen physische Risiken far
und Klagerisi ken, sowie sogenannte ,Transitionsris
I nvestitions- und Risikohorizonte an den Finanzmar
fristig orientieren, sind die Auswirkungen des KI
zonte fir seine Bekdmpfung langfristig. Sollte hie
mensetzung fir eine globale Dekarbonisierung gege:
Finanzmarktrisi ko entstehen - neben negativen Aus.\
Die TCFD, eine von der Finanzindustrie getragene G
chen Kommentierung im Dezember vero6ffentlicht wund
gen fiur die (freiwillige) Offenlegung von KILlimaris
tute vorlegen

Di e 20 ist ein (informell es) Forum, das auf der e
bankpradasidentlnnen, auf der anderen Seite von den
wird. ie ist eher intransparent wund arbeitet abse
gung d Of fentlichkeit, ohne klare Ausfihrungsstr
tradit] nell vor allem darauf ausgerichtet ist, d a
bilitat zu foérdern, i1st die Beridcksichtigung von N
stromen ebenso schwierig wie wichtig. Wahrend ein
Richtung weisen, ist zivilgesellschaftliche Beglei
len, dass Kriterien fidr Umweltvertraglichkeit wund
wer den

10
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Die deutsche G20-Prdsidentschaft bietet eine einma
des G7-Gipfels 2015 auf Schloss El mau in Bayern an
und ehrgeizige Umsetzung des PA und der SDGs durch
dabei auf einer Verpflichtung liegen, ehrgeizige |
wicklung (LTS) zu formulieren und rechtzeitig zur

2018 einzureichen. LTS sind erforderlich, um [angf
dungen zu enken Sie ermoéglichen es, Entwicklungs
Pfadabhadangigkeiten zu identifizieren und zu ver mei
teten sich die vertretenen I ndustrieladander, i hre L
sollte auf 2018 prdazisiert und auf alle G20-Staate
Plattform und einem Verfahren zur gegenseitigen Be
sidentschaft sollte die G20 als Forum fur globale

Nachhaltigkeitskriterien im Mainstream etablieren.
fenlegungsinitiativen unterstitzt und ausweitet we
gen der TCFD aufgebaut werden, insbesondere mit ei
und einer Einfihrung von Stresstests fidr Unterneh
sollten dazu verpflichtet werden, klimaneutrale La
ware zu priafen, ob ihre Geschaftsmodelle mit den |
Paris-Abkommens ,ufideisstern ghodpat iCDe | sind. Aulerden
GFSG fortgefihrt, Unterstidtzungsmechanismen fur | r
lungsl dndern geschaffen und die Verpflichtungen de
tigt werden. Zudem sollte ein Prozess initiiert we
CQ einzufidhren: Einerseits durch den Abbau negati v
tionen fiur fossile Energietréager, wenn moéglich bi
durch einen Prozess in Richtung kontinuierlich ans
ven ndel Uber Sektorengrenzen hinweg zu ermodglic
terschiedlich ausgestaltet - als Steuern, Abgaben
Hoéhe ifferenziert sein. Dieser Abbau von Subvent:]
ansteigenden MiadsstpuehsdrifmigrerndOnotwendi g, dami:t
Gelder in den Aufbau nachhaltiger I nfrastruktur ge
Die Wahrung der finanzpolitischen und wirtschaft]/li
Zeiten des Klimawandels und zunehmender globaler
stdrker mit den Folgen des KIlimawandels beschaftig
verletzlichsten Landern eingehen. Eine Ausweitung

einem l aren Fokus auf die drmsten und verletzIlich
dern - muss hier Teil der Antwort sein. Die deutsc
gesamte Arbeit der G20 zu Finanzen, Entwicklung un
un des Pariser Abkommens in Einklang zu bringen,

zu verleihen.

11
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a GHG-neutral economy and the necessary measures f
climate, “shifting the trillions” from polluting a
and sustainable economy.

Five key action areas for climate policy in the G20

National long- ‘ k Global climate
term strategies o 9 risk insurance
towards 1.5 - 2°C mechanisms
Financial flows Fossil fuel subsidy
compatible phase-out and

with 1.5 - 2°C

carbon pricing

©

1.5 - 2°C pathways
for businesses

Figure 1: Key action areas for climate policy in the G20.

Source: own il lustration

This riefing paper describes how the G20 could se
financial flows to low-carbon and climate-resilien
me nt in Article 2. 1c. It introduces the relevant

Goals, and outlines the current energy-, climate-

G20. 't addresses the need to provide a reliable

i mportant role of “long-term [ow greenhouse gas e
explores a broad range of issues related to the mo
such as disclosure of climate-related risks in the
wards GHG neutrality for businesses. 't introduces
distortion and set energy prices right, such as pr
of fossil fuel subsidies, and “Paris-compatible” |
Directed at decision makers and policy experts, it
outcomes of the German G20 presidency.

Term Climate Goal s

N
-
=
=
oS

The SDGs and Agenda 2030 provide a new framework f
To ensure universal access to affordable modern en
such as solar, wind and geother mal has to be ramp
Schloss Elmau world leaders committed to the tran:
and the decarbonization of the global economy in t
in Paris the international community’ s ambition to
a legally-binding agreement with global scope. The
decisions of the Paris Agreement and unravel the r
of finance and investment.

13
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2. 1The Paris Agreement

The Paris Agreement (PA) is a legally-binding frar
its consequences and was adopted in December 2015
sents an historic turning point in international C
zero-carbon and climate resilient worl d, because i
sal obligations for *mddl&a,outnhie iRA . e Mine Neod eimbted fdor
the COP22 it had been ratified by more than 100 cc
house gas. elnmhiessARbhonsomprises three long-term goals
response to the risk of c¢climate change in the cont
icate poverty.

he first long-term goal is to ensure that the glo
pre-industrial l evels and to pursue efforts to [ir
i ndust rfi(aAr tl.ev2e.llsa) . To achieve this, al l countrie:
possible date and reach net zero emissions (a ba
sources and removal by sinks of g'rceeennthuoruys,e wghaislees )a
the same time recognizing that peaking will take |
goal encompassemi snwitomonlfyr €M the energy sector, bu
sectors. Emi ssions scenarios that are compatible v
that ener gye-mieslsaitoend OwWd | |l need to be reduced faster
century. The objectives set in the Paris Agreement
system by mid-century.

The second long-term goal is to strengthen the abi
change and foster climate resilience (PA Art. 210D
for planning, i mplementing and communicating thei:r
ment clearly acknowledges the issue of [ oss and d:
lights the importance of food security.

The third goal is to make all finance flows consi
climate-resilient devel opment (PA Art. 2. 1c) , whi c
also clearly emphasizes that industrialized countr
mitment to mobilize USD 100 billion climate finan
contributions from emerging economies and to adopt
Foll ow-up commitments need to be negotiated, but =
grate contributions from emerging economies. Donor
and renew pledges biannually. The industrialized ¢
be supplemented by the provision of capacity build
Th PA invites all Parties to the Agreement to fo
devel opment strategies (LTS) and communicate them
Decision Paragraph 35). A central piece of the PA
2) . Al countries are legally required to submit
(NDCs ), containing national reduction targets and
goals every five years. Beginning in 2023, and eve
UNFCCC wi |l assess t he | evel of common ambition,
ratcheted up accordingly. The first stage of this
discuss the aggregate effect of the intended natio
so far, informed by the “1PCC Special Report on th
industrial Levels and related Global Greenhouse Ga
't will compare ambitions set forth in the combine
in order to facilitate the submission of more ambi

14
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Ambition Mechanism in the Paris Agreement

2018 2023 2028
: Fadilitative Dialogue / Stodktake : Global Stocktake § Global Stocktake
: on Mitigation ¢ on Mitigation, Adaptation and Finance : on Mitigation, Adaptation and
F\nan(e

IP((1 .57 Special Report

EB.W.EE‘W‘W‘W‘W

¢ Submission of new or updated NDCs : Submission of Qubl'mssnm of
Suhmlssmn of national long-term : new orupdated : new orupdated
ND(S : NDGs

strategies (invited)

by 2020 RISING AMBITION by 2025 RISING AMBITION by 2030

Figure 2: The Paris Agreement ambition mechani sm.

Source: own illustrati®n based on the Paris Agreement

At COP22 in 20b0r pkae shtw,a ywsh sp |l casttf cobrlm s hed by
Champions as a platform to exchange experti
long-term deep declarbonization strategies.

2. 2Ilmplications for Finance

The Paris Agreement has set important goals
further institutions and actors, such as the
seeable, though a hefty post-2025 debate concerni
ing economies can be anticipated. Also, important
tecture need to be addressed. While neither

ment of a price signal for carbon are ment.i
stones to facilitate financial flows for t
Article 2 of the PA spells out the intent
change”, including by “making finance fl ows

gas emissions and climate-freditiedtldewetopméryt ad|l
provision of appropriate funds to vulnerabl

devel opment . l't also requires investment i

fuels and other GHG-intensive practices to

ment and finance, including capital markets,
quently, Article 2.1c may lead to large new
ergies, to the retirement of assets and the
process could be intensified if countries
against Art. 2. 1c.

Apart from the “shifting the trillions” paradigm
for clea and resilient development - financi

to consfFidest, there is a risk of deval uati
rendered “unburnable” b¥%'’thlsogemainhngogcasirbohudlud:
nant energy strategy across the world, many

it directly or indirectly. Oil, gas and coal
other sectors such as the automotive industry,
chemical industry are built on the use of

15
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consistent with a |low-carbon development path. Amb
toi es, is a very serious risk for the financi al W
invested in them. A systemic risk stems from carbo
of the universal political will to decarbonize: if
invest in |low-carbon alternatives is implemented t
in response to suddent'ls®ifts in environmental pol:i

F'F GL@=J OGJ<KK 9F 9:JIJMHL J=KGDMLAGF G> L@= LJ97?
2@= EGJ= O= AFN=KL OAL@ >GJ=KA?@L¢ L@= D=KK O=

The business and financial communities increasingl
t hat its i mpacts, as well as abatement policies, m
ruyun-up to Paris, 350 investors representing more t
called on world leaders to forge a meaningful and

bon Pledge, with 120 investors representing over U
dertaking and disclosing the cafbdBreyfoodt pruicht sdfatH
disclosure, companies are increasingly challenged

sessments related to both physical climate change

Chapter 5)

There is a need for a wider financial system refo
change and the financial requirements of achieving
the “tragedy! olfn tthhee ihrorriecent report on 'the design

UNEP T nquiry defines the tasks for financial syste
of capital raising, enhanced responsibilities, str
ing (see Box in Chapter 7). The UNEP I nquiry repo.
the financial system. They identify short-termism

stability and reasons why [ onger-term sustainabili
decision making. As over-sized, over-complex finai
growth and income equality, they stress that to re
able answer for developing nations. Mapping such a
chitecture is beyond the scope of this paper. How
agenda, given their primary objective is to foster
nomic stability and provide intervention in the c.
and climate challenges form an inherent part of th

3The Group of 2o

The G20 was formed in 1999 as a forum for the Bret
Fun (I MF) and World Bank, and finance ministers a
countries (Canada, France, Ger many, I'taly, Japan,

EU, Argentina, Australi a, Brazil, China, ' ndi a, I n
South Africa and Turkey. Today the G20 provides an
mies to coordinate on issues related to global fin
2008, regular G20 summits have been convened on he
to the financi al crisis of 2007-2010, but also to
global governance.

As an informal body the G20 does not have its own

rates closely with other international organizatio
cilitate longer-term work streams. l'ts annual work

16
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general work streams: the finance track focuses on
stability and economic growth), while the sherpa t
on the priorities of the current presidency, but
addition to the regular G20 finance ministers and
meetings, such as energy, trade or agriculture ar e
society is increasingly being involved through the

SHERPA TRACK FINANCE TRACK : S
L
G20 Lead =
-
=
WORKING GROUPS WORKING & STUDY GROUPS ~
Sustainability International Financial -
= Climate Architecture <
- EneE Strong, Sustainable, Balanced L
Anti-Corruption Growth
Development Green Finance
Employment le
Compact with Africa
Trade & Investment Investment Initiative
Figure 3: G20 Governance structure during the German presi
|l ated to energy, climate and infrastructure.
Source: own illustration.
3.1G20 Initiatives on Energy, I
and Climate
Since the G20 has a focus on economic devel opment
recently emerged as a key area. Energy security an
within the G620 for some time, e.g. through efforts
increase transparency in those marketsAbypttwey of t
i mportant issue, the phase out of inefficient foss
adoption in the Pittsburgh Summit 2009, however [
renewable energy, energy access and climate change
the 2012 Mexican Presidency where “Inclusive Green
G20 development agenda. At the Los Cabos Summit, t
der the development working group with the aim to
emerging 'écdhemiCés mate Finance Study Group (see Bo
ministers with a view to consider ways to effectiyv
jectives, provisions?*fandn p2r0iln3c,i ptlhees Go2f0 tEhnee rUgNyF CSCuCs
Group was set up, and in 2014 the G20 Leaders’” Sum
l aboration, committing to work together “to ensure
I'n 2015, the first ever G20 energy ministers meet
Voluntary Collaboration on Energy Access, the firs
access in Su'f- STehhea rGa2n0 Aaflrsiocaannounced close coll ab
initiative, which aims to ensure universal access

17
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of gl obal rate of i mprovement in energy efficiency
ener gy mi x.

I'n November 2014, G20 Leaders agreed a “Global | nf
private infrastructure investment, including the e
Hub). The GI Hu wor ks to address data gaps, l ower
of investment-ready projects and i mprove project a
I'nfrastructure includes all/l installations required
high capital intensity and long |ife spans, infras
eti es I nfrastructure development carries both a
steered towards clean energy, l ow-carbon transport
in carbon-intensive pathways, if investments suppc
rowth patterns. Due to the path-dependency <creat
“greening” of infrastructure planning and investme
ence between the PA and Agenda 2030 ambitions and
dominated G20 infrastructure work stream might be
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// )
The G20 Climate Fina
The Mexican G20 presidency established the Climat
G20 leaders tasked the CFSG “to consider ways to
account the objectives, provisions and | principlec:c
scope of CFSG is clearly |linked to the| UNFCCC fr
viewing lessons |l earned on options for|effective
and exchanging views on these options. |[Basically,
tional experiences based on the expertijse of finece
under the UNFCCC. The study group also |receives s
izations as well as stakeholders from the privat:e
ternational policies and instruments to increase
Il'n 2014 the CFSG identified four main policy opti
tive sources and approaches to enhance|  climate f
environments in developed and developimng countri.
ployment of climate finance, and (4) examining tfF
MDBs in mobilizing climate finance. At| the 2015
group’ s g &rFe Ka@9 JIAFQRu F9L AGF 9 D = P Hs=tJrAe=sFs; iznKg :t=hLaC= =
EL@=J= AK FG UYGF=YKAR= >ALK 9DDA HGDA; Q 9F< L@9L
=F@Q9F; =E=FL G> WwhDAEOLworWAFO®&ENnEIi nued on|similar f
communiqué, finance ministers welcome tlhe CFSG re
ent Provision and Mobilization of Climate Finance
aptation Actions” and take note of the |[“0OQutlook o
ations into Development Assistance and Climate Fi
Looking forward “to further discussions on the t
ganizations” the finance ministers agfeed to cont
however the CFSG has been discontinued.
AN
Within the I nvestment and I nfrastructure Group (11
ance was launched with a Vision Statement drafted
secretariat for this Alliance. The Alliance is mea
ous infrastructure connectivity programs, and shot
Hub, OECD, other multilateral development banks (M
its axtivities
Under Chinese |l eadership of the G20 | I WG in 2016,
ration of Aspirations on acttlonwhitcoh siurpplourdesi ndquwsas
tive ambitions for high quality projects” from eac
to work with the MDBs to assess internal incentive
to report to the I I WG in December 2016, however, t
3. 3The German Presidency
During the 2015 G7 process and the summit at Schlo
nificantly to the landmark statement on achieving
course of this century” and a global energy transi
FCCC later that year. The German G20 presidency p
push for strategic climate and energy action that
ment . The German Government decided to put cli mat
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prominently on the G20 agenda, and aims at develop
They also stress the importance of the G20 as a m
stability and security worldwide by ensuring inter
cent changes in the international political l ands ¢
highly wuncertain. A strong statement supporting th
the PA would be a valuable first step in reassurin
the major economies.

/The German G2

The German G20 Presidency has chosen the official
and addresses a broad range of topics under the
sponsibility” (see Figure 4) The i mplementation
ponent of the German G20 agenda. The newly for mec
prising the energy sustainability workjing group
group, is working on a G20 action agenda for cli
nance Study Group in the finance track|continues,
environment al financi al risks, and the| devel opme
such risks. What remains to be seen is |whether su
across the board, for example into the | investmen:
finance track. Similarly, the continuation of the
plementation of the Hangzhou Action Plan for strc
create either synergies or incoherencies.

World Economy Climate and Energy Tackling the causes of

Clobal Trade The 2030 Agenda Displacement

Employment Digjtalisation Partnership with Africa

Financial Markets/ Health Fighting Terrorism

International Financial Empowering Women Anti-Corruption

Architecture Agriculture / Food Security

Tax Cooperation

Figure 4: The three pillars of the German G20 | presidency.
Source: own il'ustration based on

During her speech at the 2016 Petersburg dial ogue
long-term strategies, the G7 carbon prijcing platf
i nvesitmelnt the priority statélfhermt i mate|tbkarGega mas
named explicitly as a threat to development, heal
document also stresses technological innovation e
tries, provision of long-term direction and cert:
for the economy, and a closer [ink of Jjclimate an
reliable investment climate aBnd Ke; MIEKe r,; GRGEBA;eINx
=>>A; A=FL 9F< ?2J==F@GMK= ?9K F=MLJ9D =F=J?Q KMHHDQ
MAKAL= >GJ =,; GFGEA; ?JGOL@ 9F< HJIJGKH=JALQA 9F< GF=
i MKKAGFK AF L@= % ff AK LG >GKL=J 9HHJGHJA9L= HGDAL
FGEA,; AF; =FLAN=K >GJ AFN=KLE=FLK AF ; DAE9L=YJ=KADA=
N9 L AlGF K g

\
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30% need to be tackled - and the remaining emissio
del i ver. The dynamic impact of policy decisions or
key consfi dergtiiofn l ow-carbon technology support sc
try that will provide political support for more a
Stand-alone pricing strategies are also insufficie
nologies are prevented from making their full con:
regulatory rul es, legacy infrastructures, and unde
abl es require grids that are flexible, wi th rul es
the question of how structural environments need t
nologies will thefFeAbse, nohi be Biughessafhbhdbn prices
investment out of fossil fuel s, they do not aut oma
ble energy and energy efficiency, as high carbon |
vestments due to potential fluctuations in future
Reliable long-term strategies are also essential 1
ment choices. Not only wil!l they be needed to see
Paris climate goal s, but they also help individual
their Sustainable Development Goal s. Greater certa
nomic development and emission trajectories will e
strategies and business development models appropr
wards the end of a gl obal economy built wupon foss
framework for businesses to make informed decision
investments, thereby reducing th?€ Aitsk hef slamek itn gn
this creates the basis for finance institutions to
tent they are prepared for the envisaged change (s
Long term strategies are also vital to ensure tha
and societies wil!/l undergo over the course of the
respons’blteakway into account the effects of other
banisatidhi madds tthieald revolution. A recent speci al
on Global Change for the German G20 presidency hig
served through the [ ow-carbon transformation by in
sustainable infrastructure and at the same time ¢
within societies and globally
4. 2Designing Long-Term Strategi e
Maybe the most important ingredient for a 2050 str
ni cal plans are i mportant, they do not constitute
developing world, the emphasis of LTS must be on h
rather than emphasizing! |[Tehas ts caolsa a@fbattteenemd n eofpit ti o
cleaner development is extraordinary - for example
liveable cities, job creation *@andQutame i égodomgmianndgai
municating the benefits of decarbonizing the ener g
needed for the great transformation ahead.
2050 strategies should be linked to non-climate ofb
ment. Creating synergies between the national sust
be developed for the Agenda 2030, and the long-ter
ment s crucial. G20 member states could take the
consider both the SDGs and the PA.
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At COP22 in Marrakesh, the USA, Mex i co, Germany al
tionad’l,*®LnoSst recently followed by France. Highligh
the high level clima2650hpabhwa yssuappphoarttfeade ob yt h2e2 ¢ o
tries, 32 cities, st atlesAlasnad, rtehgd o/h& @aouwdn tlr9iee sb usfi n
able Forum (CVF) pledged to prepare and submit th
commi tted to ramp-up domestic renewable energy pro
reach 100% renewable energy supply between 2030 an
While only a few nations have finalized and submit
pening across administrative |evels. For exampl e,
Peru, and South Africa have 3deviehleo fFeaud olperag- tCeormmi  ls
developed a 2050 energy roadmap for EU countries,
veloped by the Deep Decarbonization Pathways Proje
teams charting practical pathways to deeply reduci
tr3i"ecsoul d provide technical guidance.
Long-term low greenhouse gas development strategie
and international challenges of deep and rapid dec
suring a just transition to renewable energy, incl
ing support for displaced workers. Long-term strat
for the transformation ahead, open a space for dem
for workers and communities which depend today on
Long-term strategies should be based on sectoral
and should spell out how the pathway towards GHG
l egal framewor k. The strategies should aim to maxi
benefits such as i mproved health through better ai
gies should outline the frameworks, policy decisio
as budgetary provisions, private sector regulatior
that financial flows are consistent with the 1.5°-
ment)
Preparing the (intended) nationally determined con
also the challenges that ie in low-carbon planni |
around 3°C above pre-industrial l evels. Strengthen
foundation for i mplementing the NDCs from 2020 onw
their *mbint iaodndi t i on, most businesses and governme
outdated scenarios that result in 2°C warming by t
consequently allowing for wunabated fossil fuel wuse
“wel | below 2°C” must result in even higher levels
goal of 1.5°C, though the latter wil!l hardly be me
of L arge anforuonnt st hoef*?aCtOmo s pher e
Currently there are only very few scenarios avail
working on a “Special Report on the I mpacts of Glo
and related Global Greenhouse Gas Emission Pathway
needed clarity about the remaining carbon budget,
know fossil reserves are unburnabl e.
I'n the meantime, interim strategies have to be dev
der to move towards gl obal peaking as soon as pos
provide a starting pghbihhefotrmbsgi &2 0s towlind rprecvi
marks within a clear trajectory. However, gi ven a
technological innovation, the strategies wil/l need
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order to reflect latest scientific findings, techn
of the country.

While all countries and regions are different, and
GHG neutrality, there is huge potenti al in mutual
sectors. Representing the major world economies, t
ize such learning processes with a focus on indust
tablish trust, and help ratcheting up ambition, as
their peers. Germany has just announced a NDC part
preparation of their mitigation contribution and I
However, in order to keep the Paris climate goals
need to move forward as fast as possible. This cou
and transformational partnerships between G20 coun
Whil e we ave stressed that | ow-carbon devel opment
sential that the political will to go through with
board. By taking decisive action on developing | on
could enhance credibility by sending a strong mess
P A

The Paris Agreement mandates Parties to “strive t
greenhouse gas emission development strategies, m |
common but differentiated responsibilities and res
ti onal circumstances.”’ Decisi on 1/ CP. 21, para 35
strategies by 2020. At their 2016 summit, G7 lead
ambitions mid-century long-term low greenhouse gas
ahead of the'®Tb20Gd6adhboéd”follow and strengthen
to come forward with their interim plans by mid-20
pact before the UNFCCC’s 2018 facilitative dialogu

5 Reducing Climate
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2007-2009 financial crisis has shown, unan
ty of international financial mar kets. Fol
by the financial crisis, the G20 summit in
(FSB), in order to monitor and mitigate ris
traditional risks |ike sovereign defaults
nsition risks on international financial ma
tional policy debates. I'n this context, the
k of England, Mark Carney, delivered a much
ysis by the Briti*s5hh@radednesskdReépel amisama
on challenges cldrrAerctolrydi mgs ead Ky raleiyma tcd iar
“tragedy of the horizon”: the great defern
disastrous consequences for future gener:
to effectively fight its causes. This als
of climate change transcends the rather sk
providing investors with |imited incentive
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their current investment decisions. Once cl i mat
s, it owi || be too late to effectively curb its
ee types of risks exist that are amplified by c
anci al mar kets: physical risks, such as damages
ks that could arise if those suffering climate
d responsi bl e; and transition risks due to the
ower -carbon economy. About one third of the wor
particularly sensitive to the effects of striori
extractive industries, and energy- and emissi
ected through " nAneabiungtedevghuabsons of this g
tute a systemic risk, and cr*tafe fabstantsahosn
ent whether and if so to what extent those cli
r - due to the tragedy of horizon - the high ri
l ementation of climate policy.
order to address the risks to the financial mar
ommendations: (i) a tightening of disclosure re
essments, by providing necessary transparency o
mented by the formulation of decarbonization st
ul ate economic shocks, e.g. through abrupt gove
well as (iii) encourage goverpmieoéssitgnali mueéat
n 6)
se approaches, if well-conceived, provide a use
s to make provident and informed investment dec
reening of the financial system and initiate a
e, ex i sti g divestment strategies of companies
anticipate what needs to happen on a broader b
e 5. 4) .

iDi scl osure

order to adequately assess the exposure to clin
ensity of assets is key.  EA9HAL@DGE®@2G=EKn®BGEIE€ S
J= AK KM>>A; A=FL AF>GJE9LAGF <AK; DGKMJ= 9F< LJ
J=?MD9LGIJK LG*E9C= AF>GJE=< <=; AKAGFK¢
rently, the financial and corporate sector is i
formance disclosure. Based on findings from UNE
g climate risks initiative reports, of the worl
n), only 7% could calculate the GHG emissions v
ir exposure to climate risk. Such reporting nee
est mfen@f rtibék G20 countries 15 of “1I9Ndwert e GHG ¢
s, this data is insufficient and stricter targe
the future. While it is important that compani
the GHG-intensity of their assets, a complete a
e risk exposure requires the development of dec
s models in line with NDCs and Paris goals. Als
approach that scales the grardullmnioydef dostcta
progress of the private sector on its path tow
el would 41l so be i mportant
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Following Carneys speech in September 2015 and in
financial stability risks related to both climate
on Climate-Related Financi al Disclosures” (TCFD) w
tablished body, serving under the auspices of the
mendations for voluntary climate-related financial
i abl e, clear, efficient, and provide decision-use
order to enhance how climate-rel'dtéeodldiowhnganesaog
taking repérthenTghR®se@ublished its preliminary rej
2016 (see bel ow) and is expected to submit final
The most i mportant next step to be taken is provid
regarding the i mplementation of the taskforce’ s re

The FSB Task Force on Climate Rel ated Fi ne

The Task Force’ s recommendations apply to financi:
ance companies, asset managers and asset owners, b
TCFD specifically targets |l arge companies in secto
transport, material and buildings, and agriculture
suppl ement al disclosure guidance foandhprésennci al
four key recommendations supported by sector speci

Metrics and Targets

Disclose the metrics and
targets used to assessand

Risk Management

Governance

Disclose the
organization's

Disclose the actual and Disclose how the
potential impacts of organization identifies,
climate-related risksand assesses,and manages
opportunities on the climate -related risks.

governance around
climate -related risks and
opporfunities.

manage relevant climate
-related risksand

organization’s opportunities.
businesses, strategies,
and financial planning.

Figure 5: Four key recommendations of the TCFD.
Soutice:

The most i mportant recommendation is that cli mate
filings rather than as a part of sustainability re
stream financial reporting, disclosure practices,
evolve, and lead to more adequate climate-related
more appropriate pricing of risks and allocation o
Gener al recommendations include
T to disclose what the organization considers to
term he®OCA&ERSs AFLG 9,; ; GMFL L@= DA>=LAE= G> 9KK=|
T to take into account geographical di fferences
transition risk (including liability)
T to provi de informati on on t he climate-rel ated
(OPEX) , capital expenditure (CAPEX) and Cost o
The TCFD recommendations call on financial actors
sessed. The guidelines also ask for an assessment
risks, and to disclose how the management of ¢l i m:
agement plan. The TCFD recommends to disclose metr
opportunities. The latter may include resource eff
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services and resilience. 't also calls on asset ow
their investment.

The TCFD asks to L|ist tEbAdF DrAgFen iGALt@ o9InFsL At; aArHgQelt=s< tJt
=FLK GJ E9JC=L ; GFKLhIEADPAFLbK GhveL @) s? GQDBK& t akehol
organisation estimates it is contributing to the P
analysis, and calls on organizations t9 fbalse their
K; =F9JAG AF 9<<ALAGF LG LOG GJ L@== GL@=J K; =F9JA
FO9JAGK J=D9L=< LG ,9LAGF9DDQ "=L=JEAF=< | GFLJA: ML /
; @I9DD=F?AFThkK; FEDJAGKEtppow summarizes key areas for
Force.

Table 1: Key areas of future work r&g@dedi Ag cli mat

RELATI ONSHI P TO OTHER REPORTI NG I NI TI ATI VES

Encourage standard setting organizations and others to
frameworks and to support adoption

CORE MEASURES LI NKED TO PURPOSE

Undertake further research and analysis to better measu
translate into potential financial i mpacts

WHO PAYS AND IS REWARDED

Devel op
rate bon
| mprove
ri sk mea
MARKET |
Further
terfaces
Devel op
ri sk by
Make dat
ysis

5.

Bﬁml\)‘_"ﬁﬂ)_’“—{
°D — u

» O D T w»n oS D

>

- S5 N O

2Stress

methodologies for allocating emissio i asset

ds, property/ real estate, infrastructure, priwv

data quality, increase understanding of climate

surement methodologies broadly

NTEGRI TY

develop applicable 2° (or lower) transition sce

broadly accepted methodol ogies, datasets and to

organizations

asets and tools publicly available and provide
Testing and Strategi

Greenhouse Gas Neutrality for

- D @

t e
mp
b u
[ i
t e

duction of stress tests permits the simulat
a l mar ket . According to Carney, dedi cated
the potenti al extent of climate change ri s
- r el At e°dS preicsikfsi cvicsliibraet e stress tests shoul
act of wvarious policy pathways equivalent t
t also to sudden abrupt changes i n internat
ty. Furthermore, climate stress tests shoul
change scenarios on investments, exposing
o becomé “climate-proof”

ional stress testing in the traditional fin
n a short-term logic with a 1-5 years marg
t within a longer time period, and are ofte
ent and adequate instruments for long-term

27



Shifting the Trillions GERMANWATCH

Finance Study Group has taken up the issue of ass
and a ets during the Chinese Presidency. Based on
equate stress-testing methodologies should be take
Similar to the national long-term strategies discu
develop a long-term vision for their business-mode
aspect is to integrate information gathered from t
comes of climate stress testing, ithtbitmse deedl bpm
weigh their strategies against plausible public po
physical impacts from climate change. For plausi bl
base assumptions on the NDCs and/or LTS of the co
another to use one of the commonly available model
century. A full exploration may require considerat
should also entail the oppotft ubniitth eers vaasys,0cd a2t ®da twe
TCFD report, the assumptions and methodologies sho
assessment.
The integration of shadow-carbon pricing into inve
to managing climate-related physical and transform
and investment decision’*{ma&kd ngl pa ok.ex)s.es and plann
Current decarbonization strategieembysicompanhesuph
the adoption of renewable energy targets or increa
“RE 100”, a collaborative global initiative launch
69 ompanies that commit to 100% renewable electri
livery of rréné&wabhe samegpote, the Non-State Actor
Platform - launched at COP 20 in Lima - registers
ing companies to address climate change. As of Dec
nies engaging in action throughout the sectors of
and emission reductfions have been recorded
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siness

rket,
i tion
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ather

ensi ve

A
tment movement has rjapidly incr
tions and over 58000 individua
ed to divest from fossil fuels
tutional investors are engaged

group AXA or t he Nolrwegian s o)
UNEP-1led Portfolio Dlecarbonizat
nitiative striving tlo “drive g
stitutional invest®rs committe
summi t, the coalition announce
lion (with their original goal
compani es, technolaogies and p

tment and dedication shown by citize
fuels can only serve as a compl emen:
sector. Current divestment strategi
i PR Wehli leompadansi ssrategy has matelrial effec:
the global transformation will also
process. Therefore, credible and amb
ould constitute the most iimportant c
than just the stock of fosjsil fuels |
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By setting up the TCFD, the FSB has initiated an

risks of <climate change to the financial mar ket

challenge will/l be back to the G20. The follow up m
me n t as the first round, and both the institution:.
i mplementation should be ironed out now. One idea
isters track to create a permanently staffed high
ance frofm thel &8Bng an outreach to non-industry ac
Task Force’s future, the German presidency shoul d
tation of the TCFD’ s final recommendati ons. Ri sk
voluntary basi s, creating lessons [ earnt along th
mandatory within the next 2-5 years. Also, the G20
national adoption of the TCFD recommendations, an
physical and transition risks in major infrastruct

=)
>
®

tting Carbon Prices Ri

Transformational change needs transformational pol
price - implemented through a tax, l evy, ETS or hy
the design is right, carbon pricing incentivizes |
of fossil fuels. 't also creates revenues in a wa
schemes, and those revenues can be used in benefi
nance research and development into | ow-carbon te
i nvest into sustainabl e?®2 ndrr aasst rau cctounrter iobru tlioowne rt oo ti
generally to meet the climate financing commitment
However, the historic record for the transformatio
ETS, has been rather poor. Il'n the real wor |l d, t he
opposition to stringent caps and competitiveness ¢
fold their transformational potential. On average,
external environmental and health damages current!
Eliminating such wrong incentives and getting effe
be priority items on the G20 agenda.

mi nate Fossil Fuel Subsidi

(@)
(S
e
[—
o @

Estimates of the worldwide fossil fuel subsidies v
uring, the type o0f® sAdbcorddi raghdt & htehec olumtterynati onal
worl dwide fossil fuel subsidiewhimbuing edl mostUSDi 46
much was pledged to raise annually supporting deve
mate-resilient dleviellnmopsntenx0 % ywa2s0 20l |l ocated to oi l
focus on the Middle East/North Africa, Central / Eas
(see Figure 6). I'n comparison, subsidies to assist
are al most four ti mes |l owe r , estimated at Usb 112
for biof®delHennice,2®14 hough many OECD countries have
for the expansion of green energy supplies in rece
world continues to exceed that for renewables by m
The magnitude of fossil fuel subsidies directly <ch
fuel subsidies constitute a negative carbon price:
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they set wrong incentives and present a substanti a
ergy sources, which are faced with competitive di s
gl obal enengegmirsesliactnesd hCaOd an average carbon price
whereas 13% omi gdiobry LOemmed from fossil-fuel wuse
dies, equivalent to an implbitcitnsaeaddidyooftodSdites
fossil fuels also cause indirect costs through neg
change and health impacts, raising total (direct a
[ i®dn

Fossil fuel subsidies
Countries with largest subsidies, 2014 (USD bn)
10,0 20,0 30,0 40,0 50,0 60,0 70,0 80,0
Iran‘ ; i ‘ ; ‘
Saudi Arabia
Russia; ‘
India |
VenezuelaJ
Indonesia
Egypt |
Algeria“
UAE
Chinaﬂ
Argentinai
Iraq
Uzbekistan
Kuwait [
Turkmenistan 4
W Oil M Electricity Gas
Figure 6: Countries with the | argest subsidies for fossil f
Own il lustra%ion, data source:
The I'EA identifies the “Phasing out of remaining f
five cruci al steps that have to be taken to cap el
door open tdé' aA2r€camtenreport by the Nordic Counci
form and removal of fossil fuel subsidies could en
3% by 2020, risinAn% @m armatnido® byc 2l0&,0 research a
a potential for average national emissions reducti
dies by 2020 ore aadoaoad jofts & .eBHOulbdetoiunhgr Gé&s average an
to governments of almost USD 93 per tonne of GHG e
celerating the partial phase out of subsidies to f
tion in energy s%ctSotre feammissksii o s0 1b4y) 250u3glgests 20% [ «
sions between 1980 and 2010 i%® countries had not s
On the global scale, the G20 plays an important ro
subsidies. The G20 countries supported fossil fuel
development) by USD 444 billi®nVYen andrmhapdlpeoriyxea
torical [ ows , many countries have seized the oppor
instance, I ndonesia eliminated a large amount of d
subsequent savings (also from lower world oil pric
and infrstndcauenaded diesel price regulation in 2
effectiveness of a phased price increas® in | imiti
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while individual countries have gradually
the G20 have not been translated into suf

Pittsburgh Summit marked the first time t
also Chapter 3.1). Il'n their summit decl a
the medium-term inefficient fossil fuel <
finance and energy ministers were taskec
S, subsequent G20 summi ts di d not add a
or a timely implementation. Il nstead, t he
af firmed, whereas voluntary'%peer reviews

pcoming G20 summit in Ger many, [ i's 1 mpc¢
tment to tackle an incremental eliminatio
to a date certain without backing from th
eer reviews of their domestic fossil fuel
d ambi™®ious in their reform

e 2010, an informal group of non-G20 cou!l
New Zeal and, Nor way, Sweden and Switzerl a
ound the necessity of fossil fuel subsidy
eform” was the | aunch and promotion of t|
by now been endorsed by more than 35 nat.|
, Il'taly, Mex i co, Canada and the USA). Th
s sl fuel subsidies, greater ambi tion in
or the poorest.

mmit in 2016 set a 2025 deadline for the
ajor breakthrough. Now, the G20 needs to
hich to achieve the phasing out of fossil
the potential carbon emissions from the o
d mines would alrkadybgiathieeusf dbreyooadl 281Co
el exploration should be considered a pri
onal public finance for gas, oil and coal
he special <circumstances of countries whe
the most vulnerable people and communitie

a Price on Carbon

price on carbon is the economic applicat
arbon price - in form of a tax, a levy or
al cost of carbon” (scc), the estimate of
t on of car bon in a given year. A recent
h® average of USD 11-56, with the [ ow en
USD 5072( UhSoDwelvee—+7 3n)e wi nr ex(®30 ch suggests
l atest | PCC Working Group |11 report co
e current model generations used to derin\
he influence of futdreMadt madtei datmesg eofone
ices from integrated assessment model s in
n 2030

with very few exceptions (that are al most
icing schemes have much [ ower price |evel
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with more than half of tfhemcdbedadigngdpetl owa USDr Ket in
I'nternational Emissions Trading Association | ETA t
objectives of the Paris Agreement has risen from €
current price expectations for the major markets,
modé/l sMany corporations use shadow pricing to “cl i
investments. The price levels used vary and reflec
viable over the short - to medium-ter m, rather t har
USD 40 pereto$Smet oifl COHSA USD '50, and ExxonMobi l Us
The reason for such [ ow carbon prices s not pure
institutional structures, power, and influence pos
not be easily ovidr daome tihre tfhog esheeratblreurf ut ur e, (ent
remain well bel ow the SCC, however, there are ma n
schemes even at l ower | evel s: capacity building,
and last but not | east: creating a stream of reven
sirable outcomes and thereby increase the politicsz:
prices that are closer to the SCC (see 6. 3)

Tabl e 2: Overview of important international carbo
Na me I nitiators/ | Scope and Focus
I CAP - founded by ' Focus on Emission Trading Syste:]
I nternat and Ger many Technical experts, capacity cen:
Carbon A Network of practicioners
Partners ~40 members, both states and s
l evels
Partners Worl dbank, Donor-recipient structure, targ
Mar ket R countries, grant funding
( PMR) Capacity development and establ i
best practice concerning carbon
mechani sms and market readiness
UNFCCC oriented, technical expe.l
Carbon P Worldbank, ' High level agenda etting
Leadersh 2014 Business/policy/finance networ ki
Coalitio Platform for exchange of best p
Carbon P Worldbank a Heads of states level, supporti.
Panel October 201!
G7 Carbo Launched by Rules and guidelines for carbon
Platformpresidency, carbon pricing instruments (Art]
2015 Support and supplement to UNFCCH
Transfor Paris I niti Results based payments for |arg
Carbon A Ger many, Sw programmes or RE, EE, waste man.
Facility Norway and low-carbon cities in developing
December 20 Enabling clean technology, cutt]
subsidies
I nitial finance to be leveraged
By the end of 2015, about 40 national jurisdiction
or regions had some form of carbon pricing initiat
emi ssions, with carbon priceds Wianlginlgefeomescstddtla
the Chinese emission trading system in 2017, the s
ing scheme will rise to roughly one quarter. The V
(CPLC) has set the goal to double this share to ha
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Mitigation Outcomes, t hus enabling the formation ¢
well as bottom-up heterogenedbs | inkage beyond gov
/MultilClimaPolicFlO(Prices and t

Sin 2008, the European Union’s cap-and-ltrade Emis:
ast ishing surplus of 2 Gt emission allowances in
tude |l ower than the estimated price signal needed t
the European Union’s long-term emission eduction t
risk that a lock-in will occur in the EU |and EU can
ducing a market stability reserve: the a i labi i
l'iquidity, thus influU&ncing the allowance price pa
The l l owance surplus and low prices are| partly due
economic downturn, and design features such as the
banking and early auctioning of allowances. Another
EU ETS design is the influence of complementary pol
system. National policies such as the feed-in tarif
carbon price floor in the UK, but also reductions ai
state level have led to unilateral tightening or we
ing EU-wide effect. The EU ETS reform has again fai
cies such as energy efficiency or renewable energy
such policies have proven to play for tec¢chnological
energy technology and increasing public acceptance
Under the current design, stringent national cli mat
by weakening its price and reallocatitf®g Témi ssions t
equalizing effect on marginal abatement dosts achie
income-structure and abatement preferences of membe
tier policies. Therefore, it produces subopti mal o u
terts The equalized marginal abatement <cojsts are no
sumption add relatively more welfare in poorer comp
be addressed by 'sf™Meél of car nh i onfi tterda resxfteern t , this is cur
allocation rules, especialy the initial |allocation
A minimum price, with a rising price path|/ over ti me,
tioning of the ETS, reduce “Mblaantd lailtlyo wa ntdo suttaibliilziez et
ber state polici&sd G@Gembiompdniwiomhpapprcopsijate transfe
benefits of the EU ETS, such as coordinat|lion on EU |
ambitions and preferences in an efficienft way. I f
model for international pricing and transfer scheme
domestic floor price in 2013 and France rjecently ani
€ 30 per tonne in its 2017 finance bill as the gove
tion to cut emissions and drive forwdtd ljast year’ s

Broadening and deepening - a G20 path forwv
I'n the run-up to Paris, leading economists called

of a future agreement, stressing its fairness, con
tively easier enforcement and reducé™d®rWhkd¢ ecompar
the PA has not delivered on such a common commit me
voluntary cooperation in other fora, such as the

reciprocal commitments and stable incentive struct
price - via taxes, l evy, ETS or other policy instr
appropriate policy instrument. 't is comparabl e, r
and is straightforward to i mplement. I'n existing E
floor price (see above)
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The G20 should agree to a roadmap towards establi:
rise ver ti me. At start, prices could be differen
mi es . A gl obal harmonization and coordination of
transfer payments between rich and poor countries.
tional payments through theeometiedbhaliskimat @ mbi t:
used to support developing countries in implement
sessing needs, potentials and appropriate price |e
tional strengthening as well as support measures t
increase clean energy access. Supporting the desig
ransformational policy instruments in developing
the GCPFP!Agenda

=)

g3gCarbon Revenues and Co-Benefi

Even in the absence of an international coordinate
for unilaterabepirdes ngoofe€Oing for the environmen
carbon pricing also constitutes an economically ef
ernments to |ower other distortionary taxes, as s
tur e, and correcting mPsalhwxataeidsimgesedmemte bath al
nomic cost, even moderate carbon pricing could be
comes, which - by increasing political support - n
soci al costs of carbon. Revenues could provide muc
ergy generation, but also for sustainable basic in
nication, transport or health.

For example, a uniform carbon price of just USD 10
whereas the additional investment (beyond busines:s
2030 (SDG 7)) is estimattedRatcetSDr 86eddchidhowsn ha
consistent with 2°C warming above pre-industrial l
potential to close existing i hf rSaisntirluacrtluyr,e rienvveensuten
GHG pricing would be in the same order of magnitu
global investments in the power sector including t
an mbitious mitigation scenaf.ifo, estimated at aro
Apart from climate change abatement considerations
pricing carbon: the benefits of a |low-carbon energ
create additional employment and green growth, mo r
novation ar e88%weAllls-oe,s tGaHbGl-iesnhiesds i on abatement has sut
public domains, air pollution control and associ a
onté For exampl e, around 6.5 Million premature deaf
recent | EA report on energy and air pollution stat
cut premature deaths f%orRuaitrhepolclowtbiemre fiint sh a lnfc | buyd
gestion and noise-levels in cities, increased ener
and energy-secdrfty considerations

Programs and investments funded by the revenue wi l
or levy. Careful determination of the right mix of
help maximise the benefits of carbon pricing and e
nues to a single purpose, carbon pricing programs
ment s, protection for [ ow-income households and tr
direct payments or dividends. Getting the mix righ
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of particulf rA jruerciesndti crteipoonrst from Canada’s Ecofisce
be done in a thought!f ulabalned 3pacutilciimes ohgw walfe f e
acknowledged that each province has their own prio
bon tax revenues. The costs of a clean energy tra
however, through measures summarized in Table 3 coc
nudging the possible 4°n the direction of the optim
Table 3: Differentiated revenue-recycli®ng prioriti
Possi bl eRecyclins for Five Ca
o
Brit Nov e
ColurrAIbe Ont a Queb Scotia
Household Transfer 1] 111 ] ] 11
Personal and Corpo ] ] ] 111 111
Il nvestments in Low 111 111 111 1] 11
Il nvestments in |nf 11 11 11 111 11
Reduction of Publi ] ] 1] 1 1
Transitional Suppo 11 111 ] ] 11
ILower pbrModeéetgygté IpHighetypyiority
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sustainable dev
stem reform is required to address bot
ments of the Agenda 2030 and the Par