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Title: Carbon Market Finance (CMF) delivered via the World Bank Carbon 
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Senior Responsible Owner: Pete Betts 

Start Date: 2013   

(Original) End Date: 2025 New Project End Date: 2025  

 (no change) 

Original Project Budget: £49m (£35m 

CDEL from BEIS, £14m RDEL from DFID) 

and £1m for independent evaluation from 
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Intervention summary 

Background 
 

1. The Carbon Initiative for Development (Ci-Dev) aims to support emissions 

reductions and poverty alleviation by helping to make the systems which 

underpin carbon markets more robust in a range of least developed African 

nations1. Developed country governments and the private sector are more likely to 

purchase carbon credits if they can be reliably proven to reduce emissions. The project 

also builds capacity for developing countries to access a potential market and the 

resulting finance flows. This aligns with UK policy objectives to develop a growing 

network of interconnected carbon markets worldwide to limit global temperature rise to 

well below 2°C. An international carbon market could reduce the cost of delivering the 

emissions reductions identified in the current INDCs by about a third by 20302.  

 

2. Ci-Dev is a multi-lateral fund delivered through the World Bank. It has consistently 

scored an “A – Outputs met expectations” in its Annual Reviews.  It is managed by the 

Climate Fund Management Unit of the World Bank (CFMU). 

 
3. HMG investment of £49m in Ci-Dev was agreed in 2013, of which BEIS = £35m, 

DFID = £14m, plus an additional £1m from DfID for independent evaluation.  This 

reflected the different needs to make the programme a success, and the different types 

of funding available. The DFID contribution was intended to provide technical 

assistance that would be essential for successful delivery of the fund, enabled by 

DFID’s ability to allocate ‘RDEL’ funding.  

 
4. BEIS and DFID officials are of the view that it would be a more efficient use of 

Government resources for only one Department to be directly involved in the 

Project. BEIS is best placed to take on responsibility for the day-to-day management 

of the Programme due to its synergies with its other carbon pricing programmes and its 

direct learning opportunities for UNFCCC negotiations.  

 

5. This Business Case recommends that BEIS takes over DFID’s current investment 

in Ci-Dev by committing the remaining £8.59 million (RDEL) and £ 809,680 (inc. 

VAT) for the fund’s independent evaluation. There would be no net increase to 

the total HMG investment.  

 
6. This proposal entails a small increase in BEIS resource to manage the broader budget, 

though in the longer term we envisage management efficiencies for HMG overall with a 

single department management chain rather than two. 

 
1
 Kenya, Rwanda, Madagascar, Ethiopia, Senegal, Burkino Faso, Mali and Uganda 

2
 State and Trends of Carbon Pricing 2016 (Ecofys and World Bank) 



 

 
 

 

Rationale for support 

 

7. The need identified in the original business case remains and the fund is 

consistent with the International Climate Fund objectives for increasing global 

climate ambition, transformational change and related to global carbon markets. 

It does this by supporting innovative business models in the poorest countries in order 

to demonstrate their viability and reduce investor perceptions of risk. It is, however, 

less consistent with the ICF strategy approach to targeted geographies and the 

relatively small scale of mitigation potential. 

 

8. Ci-Dev occupies a unique niche within the BEIS £102m portfolio of carbon 

pricing funds due to its focus on least developed countries. Although not the 

highest emitters, least developed countries will likely be involved in the future global 

market as suppliers. By building capacity in these countries now, Ci-Dev is helping 

develop the tools needed to access the market and ensure high quality future credits. 

There is considerable potential for the lessons learnt in the process to influence how 

least developed countries interact with a future international carbon market. 

 

9. The latest Ci-Dev Annual Review (published in April 2017) concluded that the 

activities funded by DFID (the ‘Readiness Fund’) are now increasingly important, 

given the fund’s recent shift to project implementation. The Readiness Fund will 

support stakeholders in-country to ensure that they have the appropriate technical 

knowledge to implement robust and high quality projects. It will also share lessons 

learnt internationally from the pilot projects. 

 
10. Not taking over the RDEL investment would decrease the impact of the existing 

BEIS commitment. BEIS has made considerable investment: 81% of our commitment 

has been drawn upon to support 10 out of a possible 12 projects. Without the technical 

assistance support to ensure these projects are properly implemented and their 

lessons shared, Ci-Dev will not be able to achieve its desired impact and outcomes.  

 
11. There will be no net UK increase to the fund and the payment approach via 

instalments gives us flexibility in the future. The UK is already effective in the fund 

governance.  

 

Risks 

 

Programme wide risks: 

 

12. A global carbon market fails to emerge: The original Business Case highlighted that 

a significant risk to the investment was that the ‘carbon market does not recover’, this 

was because at the time the credit price for projects operating through the Clean 

Development Mechanism (CDM, an offsetting mechanism under the Kyoto Protocol) 



 

 
 

was too low to incentivise investment. In addition, although we have a renewed 

international commitment to the use of collaborative approaches such as markets, 

through Article 6 of the Paris Agreement, there is not yet any certainty over the nature 

of a new market or which countries would use it (and the low credit price has therefore 

remained). Without the recovery of the carbon market, the original business case 

concluded that the programme’s influence would be small and replication of 

demonstration projects unlikely to occur. However, it was recognised that Ci-Dev would 

still deliver direct benefits and poverty reduction through a portfolio of demonstration 

projects which were estimated to represent excellent value for money (with a cost 

benefit ratio of 1:7). Since the original business case, the new context of Article 6 and 

the Paris Agreement also now offers the potential for Ci-Dev to influence how LDCs 

can interact with the new collaborative approaches. Ci-Dev projects also build 

important capacity to monitor and report emissions reductions and so have wider 

benefits in relation to the accounting of Nationally Determined Contributions in the 

UNFCCC. Nevertheless, we also continue to mitigate these risks through UK active 

engagement in the negotiations on Article 6. It also remains likely there will be demand 

for credits in the future, regardless of the progress on a new post-CDM mechanism. 

 

 

Next Steps 

 

13. This business case recommends that BEIS takes on responsibility for DFID’s 

current investment of £8.59 million in the Readiness Fund and takes over the 

Independent Evaluation contract at the cost of £809,680 (inc. VAT).  

 

 

 

 

 

 

 

 

 



 

 
 

Strategic Case 

Overview of the current investment 

1.1 In 2013, the UK set up the Carbon Market Finance (CMF) programme. Co-funded 

by BEIS and DFID, the programme aimed to build the capacity of least developed 

countries, through projects that would allow them to access the international carbon 

market and provide high development co-benefits. 

 

1.2 The CMF is delivered through the World Bank’s multi-lateral fund called the Carbon 

Initiative for Development (Ci-Dev), which has two other donors, Sweden and 

Switzerland.  

 

1.3 Due to the funding setup at the time, BEIS were unable to provide technical 

assistance funding and therefore made a contribution of £35 million in capital spend 

to a designated ‘Carbon Fund’, with DFID at the same time committing £14 million 

in technical assistance (RDEL) to a designated ‘Readiness Fund’.  As CMF was 

intended to be a demonstration and learning programme, DFID also committed to 

funding an independent evaluation to the value of £1 million. 

 

1.4 The Carbon Fund of Ci-Dev purchases emissions reductions from projects and the 

Readiness Fund builds capacity by supporting programme entities to deliver the 

projects including by developing and demonstrating methodologies and viable 

business models.  

Proposed Investment 

1.5 BEIS and DFID officials are of the view that to make efficient use of Government 

resources, only one Department’s direct involvement in the Project is needed. BEIS 

is best placed to take on responsibility for the day-to-day management of the 

Programme due to its synergies with its other carbon pricing programmes and its 

direct learning opportunities for UNFCCC negotiations.  

 

1.6 This business case proposes that BEIS takes responsibility for DFID’s 

remaining funding of approximately £8.59 million to the Ci-Dev Readiness 

Fund, and an outstanding amount of the independent evaluation contract of 

£809,680 (inc. VAT). We are not proposing the increase the contribution to the 

fund at the UK level. 

 

CMF strategic fit  

1.7 The Carbon Market Finance (CMF) programme is a key part of the portfolio of 

carbon pricing funds that BEIS supports to deliver the UK’s objective of a growing 

network of interconnected markets that help make possible the transition to limiting 

global temperature rise to well below 2°C. An international carbon market could 



 

 
 

reduce the cost of delivering the emissions reductions identified in the current 

INDCs by about a third by 20303. 

1.8 As the ICF strategy has evolved since 2013, the CMF is now less closely aligned in 

terms of targeted geographies and the relatively small scale of mitigation potential. 

CMF’s niche is its focus on least developed African nations. This is because the 

original business case identified that least developed countries (LDCs) in particular 

had faced disproportionate barriers to private sector investment, including flows of 

carbon finance: where those who cannot reduce their emissions, pay other for 

emission reductions.4 Ci-Dev sought to address this by supporting projects in LDCs 

that would develop and pilot new context-specific methodologies to access the 

Clean Development Mechanism (an offsetting mechanism under the Kyoto 

Protocol) and share the lessons learned with the international community. Strong 

emphasis was put on high development co-benefits and Ci-Dev currently supports 

10 programmes in a number of African nations5 that deliver direct climate and 

poverty reduction benefits including household solar, clean cook stoves and micro-

hydro systems.  

1.9 The original business case identified a significant risk of the ‘failure of the carbon 

market to recover’, referring to the global offset market created by the Clean 

Development Mechanism. The credit price for CDM has remained low, given the 

expected end of the Kyoto Protocol in 2020 and the negotiation of its replacement, 

the 2015 Paris Agreement. Article 6 of the Paris Agreement does provide 

opportunities for countries to enter voluntary collaborative approaches, to allow for 

higher ambition in mitigation and adaptation actions. In the Intended Nationally 

Determined Contributions (INDCs) that were submitted ahead of Paris about 100 of 

the 162 INDCs included planning or considering carbon pricing instruments6. Ci-

Dev has the potential to play an important role by working at the frontier, where the 

market will not currently go, to demonstrate innovative business models that use 

carbon finance, thus helping to reduce investor perception of risk in LDC markets, 

creating a high quality of supply and attracting future carbon market capital to these 

areas.  

1.10 Ci-Dev fits into the ‘Accelerating Decarbonisation’ theme of the BEIS International 

Climate Fund strategy. In particular it is pushing the frontiers by demonstrating both 

sustainable low-carbon technologies and methodologies for carbon crediting. In 

addition, Ci-Dev helps build the capacity of the private sector in least developed 

country to monitor and verify emissions reductions and tests methodologies that 

 
3
 State and Trends of Carbon Pricing 2016 (Ecofys and World Bank) 

4
 Page 15, original business case: https://www.aidstream.org/files/documents/CMF-Business-Case.pdf. 

5
 Kenya, Madagascar, Ethiopia, Senegal, Mali, Rwanda and Uganda 

6
 State and Trends of Carbon Pricing 2016: 

https://www.openknowledge.worldbank.org/bitstream/handle/10986/25160/9781464810015.pdf?seque
nce=7&isAllowed=y 

https://www.aidstream.org/files/documents/CMF-Business-Case.pdf
https://www.openknowledge.worldbank.org/bitstream/handle/10986/25160/9781464810015.pdf?sequence=7&isAllowed=y
https://www.openknowledge.worldbank.org/bitstream/handle/10986/25160/9781464810015.pdf?sequence=7&isAllowed=y


 

 
 

could be used by governments to help increase the ambition of their future NDCs. 

As the technical assistance component of Ci-Dev, the Readiness Fund is 

fundamental ensuring these methodologies are implemented correctly and that 

lessons learnt are shared with the international audience.  

Gender Equality 

1.11 Lack of access to efficient modern energy has a significant adverse impact on 

economic development and small-scale enterprise, educational opportunities, infant 

mortality, gender equality and quality of life7, thereby keeping people in poverty. 

The type of pilot projects supported by Ci-Dev can be expected to have significant 

benefits for women and girls, supporting gender equality. For example, where 

improved lighting saves women’s time in the household, and where replacing 

traditional cooking fuels with biogas can save time in wood fuel collection by women 

and improve indoor air quality. Drawing out those benefits from the pilot projects, 

and disseminating them will be encouraged in the knowledge management 

strategy.   

CMF Progress 

Despite mixed progress across the five indicators, CMF has ‘met expectations’ in 

every Annual Review. Table 1 comprises the key results achieved by the fund in 

the most recent Annual Review. These results record how likely CMF is to achieve 

its Outcome of “Increased carbon finance flows to poor countries for low carbon 

energy and other poverty reducing technologies” as set out in the Theory of 

Change (Set out on page 9 and 10). 

Table 1: Summary of results against Outcome indicators as of end of 2016 

Results (ICF Key Performance 

Indicators) 

Actual progress8  Expected progress9 

Private sector finance mobilised  £43 million 

 

£180 million 

 

Public sector finance mobilised £46.6 million £13 million 

M tons CO2 reduced through all 

CMF supported projects 
58.8k attributable to the 

UK 

200k attributable to the 

UK 

Level of installed capacity of clean 

energy (MW) in all CMF projects  16.58 MW 6 MW 

 
7
 http://www.ids.ac.uk/news/can-renewable-electricity-reduce-poverty 

8
 All figures included in this table are cumulative, from the start of the fund 

9
 As set out in CMF Business Case 



 

 
 

Number of people with improved 

access to clean energy from all 

CMF supported projects  
1.02 million 300,000 

To note: all figures are cumulative annual reported results for 2016. 

 

1.12 Table 1 shows that for three of the Outcome indicators, CMF is significantly 

exceeding its milestone targets against what was expected from the original 

Business Case. These results are taken from the commitments made in the 

Emissions Reduction Payment Agreements (ERPAs) signed by the ten projects. 

As outlined in greater detail below, there are reasonable justifications for why ‘M 

tons CO2 reduced through all CMF supported projects’ and ‘Private Sector 

Finance Leveraged’ are lower than expected. Given this, we are confident that 

good progress has been made by the fund to date.   

 

1.13 Table 1 shows the ‘M tons of CO2 reduced’ is significantly lower than expected at 

this stage. This is likely due to a delay to ERPA signatures in 2015, creating a 

temporal lag to CERs being issued. Since 2015, the delivery partner has taken 

actions to improve its processes and the majority of Emission Reduction Payment 

Agreements (ERPAs10) have now been signed, in line with UK expectations. It is 

considered that the time left for implementation is sufficient to prevent the delays 

impacting on the Outcome of CMF at the end of the programme. The technical 

assistance provided by the Readiness Fund will support the effective 

implementation of these projects to achieve the expected results in terms of 

emissions reductions, clean energy installed and increased energy access. The 

results also show that ‘Private Sector Funding Leveraged’ is lower than expected, 

however we will be reassessing the original business cases ratio of 13:1 as that is 

now thought to be unrealistic, given the current average ratio across BEIS ICF 

projects of approximately 2:1.  

 

1.14 CMF is intended to achieve a transformative impact that ‘Carbon financing 

reduces greenhouse gas emissions and poverty in less developed countries’. To 

achieve this wider impact, CMF must share the lessons learned and results from 

the pilot projects to encourage replication of the methodologies. The activities of 

the Readiness Fund are essential to share the knowledge from CMF. The 

knowledge sharing activities of CMF exceeded expectations in the last Annual 

Review period, with major outreach efforts at international events (Africa Carbon 

Forum, Carbon Expo), the completion of a standardised crediting framework and 

the publication of three reports on relevant subject matter. That is why the 

continuation of UK investment in the Readiness Fund is so crucial. 

 
10

 The contract signed between the World Bank and the Ci-Dev programme entity committing to a credit price 
for results-based payments. 



 

 
 

Assessment of need  

Need for the Readiness Fund 

1.15 The Readiness Fund is core to the transformational potential of Ci-Dev as it serves 

to both support the effective implementation of private sector pilot projects and 

disseminate the lessons learned from the pilot projects to encourage replication.  

 

1.16 The original Business Case aimed to address the following barriers in supporting 

least developed countries to access carbon finance: 

 

1) Uncertainty over the International Carbon Market 

2) High transaction costs of traditional CDM methodologies 

3) High capital cost and unproven returns on investment 

4) Lack of skills and experience in CDM methodologies 

 

1.17 There has been little private sector investment in CDM projects since 2013, given 

the low credit price and so it is very unlikely that any of the above barriers have 

been removed. As the rules, modalities and procedures of the new mechanism 

under Article 6.4 of the Paris Agreement are still to be decided, it is not yet known 

for certain whether these barriers will exist post-2020. However, it is widely 

considered that the new mechanism will take many aspects from the Clean 

Development Mechanism and therefore it is reasonable to consider that, at least at 

the start, the same barriers will remain. 

1.18 The Readiness Fund directly addresses barriers 2 and 4, by developing new 

methodologies that are appropriate for the least developed country context, whilst 

still meeting the requirements of the clean development mechanism and directly 

supporting programme entities to build skills and experience in practically 

implementing these methodologies. 

 

1.19 The Theory of Change for Ci-Dev (Figure 2), which has been updated by 

Independent Evaluators following Ci-Dev’s original Business Case, shows how the 

activities of the Readiness Fund combined with the support from the Carbon Fund 

to deliver the anticipated Outputs, Outcomes and Impact of Ci-Dev. 

 

 

 

 

 

 

 

 

 

 



 

 
 

Figure 2: Theory of Change for Ci-Dev 
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1.20 The UK (currently DFID) is the major contributor to the Readiness Fund.  The main 

activities of the Readiness Fund are: 

 

 Support development, supervision and capacity of Ci-Dev projects 

 Readiness grants for capacity building 

 Knowledge management and information dissemination 

 Interaction with international negotiations on collaborative approaches 

1.21 Fundamentally, the Readiness Fund supports the quality and impact of BEIS’ 

existing capital investment. As of May 2017, the programme has signed ten 

ERPAs of an expected 12 under the Carbon Fund. 81% of the BEIS Promissory 

Note has been disbursed, which means that BEIS’s ongoing commitment to the 

programme is significant. Now that Ci-Dev has signed ERPAs, the Readiness 

Fund is starting to play a crucial role in collecting and capturing lessons from the 

pilot projects, and sharing those widely with communities, private investors and 

governments. 

The need for Independent Evaluation of Ci-Dev 

1.22 Having an effective monitoring and evaluation (M&E) strategy is a prerequisite for 

all ICF projects. Ci-Dev is about learning and testing new approaches and therefore 

an independent evaluation is required to both inform the ongoing development and 

improvement of the programme and to test its delivery against the intended 

objectives. Not having an independent evaluation puts this important learning in 

jeopardy and prevents Ci-Dev from feeding into the wider evidence base for climate 

finance. There are clear advantages for the UK to fund the evaluation, namely we 

will have the assurance that we are funding it properly and able to ensure standards 

are high.  

Appraisal Case 

1.23 In considering whether BEIS should take on responsibility for DFID’s share of the 

CMF programme, feasible options were identified:  

1) Commit £8.59m RDEL for BEIS to take on responsibility for the UK contribution 

to the Readiness Fund and £809,680 and the Independent Evaluation contract 

 

2) Do not take on responsibility for the contribution to the Ci-Dev Readiness Fund 

and end the evaluation contract as DFID withdraw from the Fund. 

 

Excluded options 

1.24 Options to deliver the funding directly as BEIS or through an alternative delivery 

partner were excluded.  



 

 
 

1.25 Therefore there are four feasible options to address the need set out in the 

Strategic Case.  

Option 1: Commit £8.59m RDEL for BEIS to take on responsibility for the UK 

contribution to the Readiness Fund and £809,680 and the Independent 

Evaluation contract  

1.26 This is the preferred option. It would see BEIS take full responsibility for the CMF 

programme, taking on the DFID contributions to the Ci-Dev Readiness Fund and 

the funding and management of the independent evaluation. This option meets the 

need set out in the strategic case and would ensure the continued support to the 10 

contracted projects. The investment would also ensure the Readiness Fund is able 

to deliver the fund’s knowledge management strategy, which uses the projects as 

practical examples to enable learning to reach a broader audience. 

1.27 This option also protects the independent evaluation – which is a key part of any 

ICF project and is particularly important for the CMF project which is testing an 

innovative approach (results based finance) in a high risk area (innovative 

technologies and business models in LDCs).  

 Option 2: Do not take on responsibility for the contribution to the Ci-Dev 

Readiness Fund and end the evaluation contract as DFID withdraw from the 

Fund 

1.28 This option would lead to the removal of the UK funding to the Readiness Fund, 

which currently constitutes 78% of the total contributions. The shortfall, according to 

the delivery partner, would have a catastrophic impact on the implementation of Ci-

Dev projects, given that technical assistance from the Readiness Fund would be 

used to ensure that project methodologies were being implemented correctly. This 

could prevent projects from going ahead or not being able to achieve their expected 

results, which would jeopardize both existing BEIS investment and that of other 

donors.    

1.29 This option would result in the end of the independent evaluation contract. The UK 

is the sole funder of the evaluation and neither of the other donors requires this and 

therefore would not fund it. The UK would be limited to in-house assessment of 

Annual Reviews to evaluate the progress and ongoing impact of the programme. 

M&E specialists deem this insufficient monitoring and evaluation for an ICF project, 

particularly one as innovative and therefore risky, as Ci-Dev. The lack of an 

evaluation would inhibit our ability to verify the ongoing Value of Money of the UK 

contribution to the Carbon Fund and we would lose valuable lessons from the fund 

that could inform future policy or interventions.  

Options appraisal  

1.30 There are a number of reasons why BEIS should invest in the Readiness Fund and 

the independent evaluation at this point in time:  



 

 
 

OPTION 1: Commit £8.59m RDEL for BEIS to take on responsibility for the UK 

contribution to the Readiness Fund and £809,680 and the Independent Evaluation 

contract  

Pros Cons 

 Ci-Dev is performing well  

 The Readiness Fund has delivered its 

initial objectives beyond expectations 

and is integral to Ci-Dev achieving the 

desired outcome and impact.  

 Realise benefits from BEIS existing 

investment in the Carbon Fund 

 The Readiness Fund stakeholder 

engagement has received good 

feedback 

 The Readiness Fund will reduce 

investment risk due to the capacity 

building it provides. 

 BEIS has an RDEL budget to spend on 

technical assistance and this will not 

increase our balance sheet exposure. 

 Protects the UK’s status as a champion 

of carbon markets 

 Avoid the reputational risk to the UK of 

pulling out of our commitment. 

 

 Taking over full responsibility of CMF 

would require greater BEIS resource – 

both project management and M&E  

 Ci-Dev is an innovative programme 

with high risk and there is no 

guarantee that projects will deliver 

results.  

  

 

 

OPTION 2: Do not take on responsibility for the contribution to the Ci-Dev 

Readiness Fund and end the evaluation contract and allow DFID to withdraw from 

the Fund 

Pros Cons 

 No additional resource pressure 

(although there could be resource 

implications for managing the fall out of 

the UK funding decrease). 

 

 It would likely jeopardise the effective 

implementation of projects, preventing 

potential impacts and outcomes of a 

well performing fund, to which BEIS is 

committed.  

 Would likely impact on the investment 

of other donors as well as the UK’s, 

leading to damaging reputational 

impact for the UK. 

 The UK could be seen as an 

unreliable partner by the World Bank. 

Could impact working relationships 



 

 
 

with other funds.  

 The independent evaluation of the 

fund would not go ahead, which would 

prevent us from learning valuable 

lessons from the fund. 

 

 

1.31 Based on the above assessment, it is recommended that BEIS takes on 

responsibility for DFID’s commitment to both the Ci-Dev Readiness Fund and 

the Independent Evaluation contract. This is because the benefits of the 

investment are considered to outweigh the risks. Mitigation of the risks will be 

discussed in more detail at the end of this section. Fundamentally, the additional 

investment from BEIS will maintain the expected Impact of BEIS’s original 

commitment to the fund.  

1.32 The original Business Case for CMF considered the option of just making results-

based payments, however a balanced programme with synergies between capacity 

building and purchasing of Certified Emissions Reductions (CERs) from projects 

was chosen as the preferred option as it addressed all of the identified barriers and 

the cost benefit analysis concluded this delivered better value for money. 

Value for money assessment 

 

1.33 The direct results of the BEIS funding would be to ensure value for money in the 

BEIS investment to the Ci-Dev Carbon Fund (£35m) and efficiencies in UK 

management of Ci-Dev. As the recommended funding is to take on responsibility for 

DFID’s current contribution, rather than raise the overall UK contribution, we would 

not envisage that additional benefits would be realised beyond the results already 

forecast in the programme workplan. 

1.34 As this Business Case is to take on responsibility of technical capacity funding 

(RDEL) to Ci-Dev, it is difficult to undertake a quantitative assessment on the value 

for money of this investment, distinct from the programme as a whole (the World 

Bank do not assess the separate performance of the Readiness Fund). We will 

therefore below review the Readiness Fund’s economic performance to date and 

assess the Economy, Efficiency and Effectiveness of Ci-Dev as a whole, to which 

the Readiness Fund is considered an integral part. 

Key cost drivers and performance of the Readiness Fund 

1.35 In FY16, Ci-Dev spent ~7% of the budget on operating costs (trustee expenses, 

excluding 2% World Bank fees) under the Readiness Fund. This was significantly 

lower than expected and matched by lower than expected spend on project 



 

 
 

expenses (69% lower) and knowledge management (42% lower). This is due to a 

number of factors: (1) Ci-Dev’s focus on ERPA negotiations under the Carbon 

Fund; (2) the decision to pause the methodology development work because of the 

uncertainty for its value given the developing context of a future international 

mechanism, and (3) the stage most projects were at, meaning they did not require 

Readiness Grants in this period.  

 

1.36 Compared to past financial years, project expenses were higher, largely due to 

increased expenditure on project development and supervision. Project 

development costs are expected to almost entirely cease moving forward (as the 

Carbon Fund moves towards full commitment), while supervision and capacity 

building will increase as Ci-Dev moves into its implementation phase and the 

activities of the Readiness Fund are stepped up.  

 

Assessment of Economy, Efficiency and Effectiveness 

Economy of Ci-Dev (how effectively costs are managed) 

1.37 There were a number of Economy input measures identified in the original Ci-Dev 

Business Case. The following assesses the current status of the fund against these 

measures.  

Pilot project design and development costs, including CDM validation and 

registration (Carbon Fund) 

1.38 A key driver of expenditure to date has been due diligence undertaken as a part of 

pipeline development. As Ci-Dev signed eight ERPAs in 2016 and full commitment 

of the Carbon Fund is expected soon, the CFMU has projected with relative 

certainty that its ‘all-in’ preparation costs will amount to approximately $250k per 

ERPA. This figure is significantly lower – almost 40% – than the £250k ($400k11) 

projected for pipeline development in the business case and demonstrates value for 

money.  

 Cost of developing new methodologies (Readiness Fund) 

1.39 Up until the end of FY2017 (US) $2.3 million has been spent/ is projected to be 

spent by Ci-Dev on the Methodology Work Program which includes outreach and 

engagement, new methodology development and portfolio learning and support. In 

line with expectations, one standardised crediting framework was produced in 2016 

and two additional frameworks are expected by 2019. In addition 16 new 

methodologies/ other reform measures have been developed for the CDM over the 

 
11

 Approximately $400k using the GBP:USD foreign exchange rate of 1.6076 used to calculate pro-rata 
share of the Carbon Fund. 



 

 
 

Ci-Dev operational period (with 9 being submitted and approved by the CDM 

Board), although this work was curtailed in 2016 as donors directed the CFMU to 

pause the development of new methodology activities while the negotiations on the 

modalities and procedures for a new UNFCCC crediting mechanism are in 

progress. These costs are in line with expectations.  

 Cost of monitoring and evaluating experience of demonstration projects 

1.40 As the first formative evaluation has been delayed, we do not yet know the full costs 

of running this evaluation. This means that the current economy of the evaluation of 

demonstration projects is poor and appropriate mitigations need to be built into the 

process going forward to give all parties confidence that similar issues will not 

materialise again in the evaluation programme. For further detail on this see the 

Monitoring and Evaluation section. 

Efficiency (how effectively funds are used to convert Inputs to Outputs) 

 
1.41 The lower than expected preparatory costs for ERPAs, detailed previously, shows 

that the Carbon Fund activities/processes are performing well on efficiency. The 

Readiness Fund exceeded expectations for the number of knowledge products 

produced in 2016, distributed via the Ci-Dev website, shared directly with 

stakeholders and disseminated via the CDM Reform Working Groups.  

 

1.42 However, due to its vital focus on ERPA signatories, the Readiness Fund is still in 

relatively early stages with its knowledge management work (even with increased 

spend in this area in 2016) and therefore it is difficult to assess at this point whether 

the knowledge management products represent good value for money. Increased 

focus on feedback and targeting will help the fund demonstrate this clearly in future 

years. 

 

1.43 Overall we judge that the Ci-Dev Readiness Fund has a high likelihood of 

offering good value for money based on its success to date. However, we will 

continue to monitor the value for money within the logframe for Ci-Dev and through 

the Annual Reviews. Payment by results provides more assurance of VfM as 

potentially we could withdraw our payments with three months’ notice if evidence 

through Annual Reviews of success was not forthcoming.  

1.44 Given the integral nature of the Readiness Fund to achieve Ci-Dev outcomes, such 

as the support to projects to implement the methodologies correctly, we also judge 

that BEIS funding will generate fund management efficiencies. The Readiness Fund 

should also have a wider, transformational impact if investor communities in LDCs 

can replicate the innovative models piloted through the Carbon Fund. The 

Readiness Fund supports the projects in the Carbon Fund to be able to sign ERPAs 

and robustly demonstrate the viability of the methodologies and business 

approaches (as shown in the Theory of Change set out in pages 9 and 10), thereby 

indicating that it is effectively converting outputs to outcomes.   



 

 
 

1.45 If the UK was to discontinue funding of the Readiness Fund, it would remove the 

ability of Ci-Dev to effectively demonstrate the viability of innovative models and 

build the capacity of LDCs to access carbon finance. This could have a significant 

impact on the fund’s expected Outcomes and Impacts. 

Risk Assessment 

1.46 Ci-Dev is an innovative programme and therefore carries a number of residual risks.  

Many of these have been explored during the monitoring of the current programme, 

including the Annual Reviews which found the overall risk rating for the programme 

to be Medium (see Annex B). Due to the change in the international context since 

the original investment, the following paragraphs highlight the key current Ci-Dev 

programme risks. 

1.47 A global carbon market fails to emerge: The original Business Case highlighted 

that a significant risk to the investment was that the ‘carbon market does not 

recover’, this was because at the time the credit price for projects operating through 

the Clean Development Mechanism (CDM, an offsetting mechanism under the 

Kyoto Protocol) was too low to incentivise investment. In addition, although we have 

a renewed international commitment to the use of collaborative approaches such as 

markets, through Article 6 of the Paris Agreement, there is not yet any certainty 

over the nature of a new market or which countries would use it (and the low credit 

price has therefore remained). Without the recovery of the carbon market, the 

original business case concluded that the programme’s influence would be small 

and replication of demonstration projects unlikely to occur. However, it was 

recognised that Ci-Dev would still deliver direct benefits and poverty reduction 

through a portfolio of demonstration projects which were estimated to represent 

excellent value for money (with a cost benefit ratio of 1:7). Since the original 

business case, the new context of Article 6 and the Paris Agreement also now 

offers the potential for Ci-Dev to influence how LDCs can interact with the new 

collaborative approaches. Ci-Dev projects also build important capacity to monitor 

and report emissions reductions and so have wider benefits in relation to the 

accounting of Nationally Determined Contributions in the UNFCCC. Nevertheless, 

we also continue to mitigate these risks through UK active engagement in the 

negotiations on Article 6. It also remains likely there will be demand for credits in the 

future, regardless of the progress on a new post-CDM mechanism. 

 

 

 

 



 

 
 

Financial Case 

Costs 

1.48 The recommended option is for BEIS to commit up to £10m ICF programme funds 

to:  

 The Ci-Dev Readiness Fund (RDEL)  £8,593,307.24 

 The independent evaluation contract with LTS International £809,680 (inc VAT)  

1.49 Although this is a 20% increase on budget for BEIS, neither element will be 

extended in value or scope, rather just transferred from DFID to BEIS. DFID 

currently has a Participation Agreement with the World Bank, which is in GBP and 

clearly sets out the limit of the UK contributions (£14m).  

Monitoring, Reporting and Accounting 

1.69 Expenditure will continue to be monitored, reported and accounted for as set out in 

the original business case. We are content with the World Bank financial 

management and the process to date. The Ci-Dev trust fund is subject to the same 

financial systems and policies as the World Bank’s core resources, including rules on 

reinvestment of funds, audit framework, and internal control procedures. The Bank’s 

external auditor carries out an annual “single audit” of the trust fund system.  This is a 

set of audited accounts for the trust fund’s portfolio and shows the internal control 

systems that govern trust funds.  

1.70 The World Bank produces clear financial management reports of the Ci-Dev 

Readiness and Carbon funds in annual and semi-annual reports.  The annual 

Readiness Fund budget forecast is produced in July/August each year and checked 

against the work plan to ensure it is consistent; forecasts are revisited for accuracy 

when disbursements are due. 

Date of last 

narrative financial 

report 

July 2016 – Ci-Dev annual report, including spend through FY16 and 

the long term plan and budgets for FY17 and beyond 

Date of last 

audited annual 

statement 

Part of World Bank Single Audit of Trust Funds, conducted annually at 

the conclusion of each fiscal year – latest Single Audit of Trust Funds 

issued late September 2016 for FY16 (period ending June 30, 2016)12 

 

 
12

 http://siteresources.worldbank.org/EXTABOUTUS/Resources/29707-1280852909811/FY16SingleAudit.pdf 



 

 
 

1.71 While there have been some issues to date around accurate forecasting, this was 

primarily due to the delays in signing ERPAs and the knock-on effects on project 

support from the Readiness Fund. Following the last Annual Review, we are 

confident the forecasts are realistic, but could still be subject to small changes 

depending on when ERPAs are signed as well as the ongoing uncertainty around 

currency fluctuations between GBP and USD. Forecasting difficulties have also 

arisen towards the end of the WB financial year (FY; June) when the WB reviews the 

work plan and forecasts the next FY, as the WB financial years do not line up with 

the UK financial years. The World Bank has been made aware of this issue and is 

mitigating the risk of inaccurate forecasting by preparing to flag any changes to 

expected drawdown requests well in advance of the end of FYs.  

1.72 Furthermore, to ensure more accurate forecasting whilst ensuring payments are not 

made in advance of need DFID have already:  

 Agreed a payment schedule with WB for phased draw down of funds according to 

estimated funding needs;  

 WB to provide an annual projection of spend six months in advance of each 

financial year, based on pipeline and funding needs with outer year forecasts 

being used to update the payment schedule;  

 Actual spend against the forecast will be monitored and updated regularly by the 

WB – with quarterly updates to donors. UK has access to the World Bank Trust 

Fund donor centre on the secure World Bank Client server; 

 BEIS programme managers will continue to analyse and compare reports on the 

implementation of agreed activities with financial reports.  

1.73 As in the original business case, the Administrative Agreement stipulates that any 

unused funds may be reclaimed or reallocated by BEIS unless BEIS approves an 

extension of these funds to the WB for the project.  

Burden Share 

1.74 We are content with current burden share arrangements.  

Management and Commercial Case 

HMG management, role and resource requirements 

1.75 The CMF programme will change from a joint BEIS-DFID project to a BEIS-only 

project. BEIS will take responsibility from DFID for management of the relationship 

with the World Bank across the whole Ci-Dev project as well as the independent 

evaluation contract from April 2017.  



 

 
 

1.76 The World Bank is responsible for programme oversight and delivering the 

programme and BEIS will be responsible for contract management of the ICF 

investment and programme evaluation (through the independent evaluation contract).   

Governance 

1.77 This business case does not propose any changes to the Ci-Dev governance 

framework, which is working well13. 

1.78 The Climate Fund Management Unit of the World Bank, as CFMU, has ensured the 

fund has made significant progress in 2016. In terms of fund management, they have 

been a pro-active partner and there has been a continuing good working relationship, 

with CFMU providing regular and detailed updates to participants with advance 

notice given for document review. All queries have been responded to thoroughly 

and in a very professional manner as would be expected.  

Performance Management and reporting 

1.79 The World Bank and participants have agreed a clear results framework and log 

frame in line with HMG’s criteria. Progress is monitored against the four desired 

outputs and outcomes of the project in Annual Reviews.  Annual reviews take stock 

of overall progress against planned results, agree forward strategic priorities and 

work plans, identify key lessons and risks, and consider what changes are needed to 

maximise the likelihood that long term outcome indicators are achieved. 

1.80 We have ensured that the reporting is compatible with our ICF Performance 

Indicators and is captured in a logframe. We expect to review the logframe this year. 

Monitoring and Evaluation 

Independent Evaluation of the CMF Programme 

1.81 Ci-Dev was identified as a priority for evaluation due to its innovative nature and the 

risks identified during project inception in 2012. The UK has procured a good 

contractor with an effective methodology to run the evaluation. 

 
13

 The World Bank (The International Bank for Reconstruction and Development) is the Trustee of Ci-Dev 
and selects the projects that will be taken forward. Donors to the Readiness Fund and participants in 
the Carbon Fund take decisions at annual meetings on how project selection supports the programme 
objectives (e.g. type of project and location) and set upcoming priorities for the year. The WB consults 
donors regularly on the pipeline and pipeline development and the progress of signed ERPAs. All 
decisions made by the donors are decided by consensus. Participants in the Carbon Fund receive 
credits from each ERPA signed proportional to their total contribution to the fund – the UK cancels all 
credits attributed to UK contributions. 



 

 
 

1.82 The evaluation’s objective is to determine if Carbon Market Finance Programme 

(CMFP) shows that carbon-results-based funding can be a cost effective mechanism 

to scale-up the dissemination of low carbon technologies that deliver high 

development benefits at the household and community level in LDCs. The evaluation 

consists of:  

 A Formative evaluation in 2017 

 A Mid-term evaluation in 2019 (although this may be pushed to 2020) 

 Final evaluation in 2025 

1.83 To date DFID has managed the evaluation contract and set up the governance 

arrangements:  

 The Evaluation Management Group (EMG) – project manages the evaluation. 

Currently consists of the DFID lead adviser, BEIS programme lead and DFID 

programme officer. This will change to be the BEIS programme manager, the 

BEIS M&E programme lead and the DFID technical specialist (until end 2017) 

 The Evaluation Reference Group (ERG) – provides comments and advice to 

the EMG of design, implementation and findings of the evaluation. Consists of 

members of the Ci-Dev Donor Steering Group (other donors and the World 

Bank Carbon Finance Unit). 

 The peer review and quality assurance mechanism – the EMG will seek 

comments and advice from the BEIS and DFID evaluation advisers and the 

DFID external Specialist Evaluation Quality Assurance Service (EQUALS).  

Comments from EQUALS will help to ensure that products conform to DAC-

agreed international evaluation principles, quality standards and best practice. 


