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Adaptation Fund Board

Eighth Meeting

Bonn, November 16-18, 2009
pOTENTIAL RESOURCES AVAILABLE FOR THE ADAPTATION FUND TRUST FUND THROUGH DECEMBER 2010
Prepared by the World Bank as Trustee for the Adaptation Fund

1. At the September 2009 Adaptation Fund Board meeting, the Board requested the Trustee to provide an estimate of potential resources available in the Adaptation Fund Trust Fund through 2010.  This report presents a range of estimates of potential resources available from the fourth quarter of 2009 to the end of 2010.   
2. The estimates provided are based on publicly available information and do not in any way constitute Trustee predictions with respect to future CER prices, exchange rates, CER issuance, or other variables.  The estimates are presented solely to provide the Adaptation Fund Board with a range of potential resources that could be available under different assumptions, and to assist the Board in its work program planning for the coming year.  The separate Trustee report on the Status of Resources in the Adaptation Fund Trust Fund and Administrative Trust Fund, prepared in advance of each Board meeting, provides the amount of cash available for new funding decisions by the Board.
3. Table 1 presents the resulting estimates of potential resources available to the Board up to the end of 2010 under three scenarios.  Each scenario (Low, Medium and High) has been prepared using different assumptions, further described below. The Medium case scenario uses current observed values.  
The Assumptions:

4. CER price:  The CER price is affected by several factors, most importantly the overall state of the global economy, and the direction of climate change policies.  The average price for CERs monetized by the Trustee has increased over the past four months (from EUR 11.20 in June to EUR 13.40 in September 2009).  The assumptions used for CER prices are based on a range of ±20 % from the price in effect on September 30, 2009 (see Annex 1 for information on historical CER prices).  The assumptions presented herein do not reflect a view by the Trustee on the future direction of carbon prices.
5. Number of CERs issued:  The estimated number of CERs issued until end-2012 uses the most recent projection conducted by the UNEP Risoe; this organization has recently cut its forecast for CER issuance by 2012 from 1.25 billion to 1.21 billion.  At 2% of total issuance, the assumption used for the total CER Share of Proceeds for the Adaptation Fund from September 30, 2009 to December 31, 2010 is 8.86 million CERs (pro-rata amount).  
6. Exchange rate between the US dollar and the Euro:   CERs are denominated in Euros and generate cash in Euros when they are monetized by the Trustee.  These resources are exchanged for US dollars, the holding currency of the Adaptation Fund Trust Fund.  The assumptions used for the USD/EUR exchange rates are based on a range of ±10 % from the current value (see Annex 2 for information on historical USD/EUR exchange rates), again not reflecting any particular view on the future direction of exchange rates.  
7. Investment income in the Adaptation Fund Trust Fund:  Investment income is not expected to contribute a significant amount of resources to the Adaptation Fund, as the funds in the Adaptation Fund Trust Fund are expected to be disbursed soon after monetization (eg. within one year).  Funds are therefore generally managed in a short-term investment portfolio to meet the immediate cash needs of the Adaptation Fund’s financing of concrete adaptation projects.
8. Additional donations:   Additional donations from private or public entities could add to the resources available.  However, it is assumed that the principal source of financing for the Adaptation Fund will remain the proceeds from CER monetization. 
Results of the Simulation:

9. The estimated potential resources available represent (i) cash inflows; less 
(ii) outflows for administrative budgets and other past Board funding decisions; plus 

(iii) cash at the start of the period (i.e. net funding availability as of September 30, 2009).   Using the assumptions outlined above, the potential resources available for the Adaptation Fund from September 30, 2009 to December 31, 2010 range from approximately USD 106 million to USD 190 million.  Using the medium case assumptions results in a potential value of approximately USD 146 million.
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Annex 1: CER ECX Future Price in Euros per ton (March 2008 to October 2009)
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Annex 2: USD/EUR Exchange Rate (January 2003 to October 2009)
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CER price





CER Price in Euro  a/
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USD/EUR Exchange Rate  b/
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CER Price in USD





(3) = (1) x (2)
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Number of CERs 





(million)





CERs issued by 2012 c/
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CERs for AF by 2012 (2% Share)





(5) = (4) x 2%
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CERs already sold by Q3 2009  d/





(6)





1.20





               





 





1.20
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CERs for AF in Q4 2009 and 2010  e/





(7) 





8.86
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CERs reserved in AF  f/





(8) 





1.00





               





 





1.00





                   





 





1.00





                   





 





CERs to be sold in Q4 2009 and 2010





(9) = (7) - (8)
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Total CER Proceeds





 (in USD millions)





(10) = (3) x (9)





100.32
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Investment Income
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Donations
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Cash Inflow  





(in USD millions)





(13) = (10) + (11) + (12)





100.32
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Administrative Budgets  g/





(14)





3.94
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Cash at Start  h/





(15)





10.29
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Potential Resources  





(in USD millions)





(16) = (13) - (14) + (15)





106.68





        





 





145.88





             





 





190.47





             





 





d/ Since inception up to September 30, 2009





e/ Represents prorated share of (5) minus (6) for 15 months.





g/ Estimates only.  "Low" represents 5% increase over FY10 budgets and "Medium" and "High" represent unchanged budgets 





for FY10.





h/ Represents net funding availability as of September 30, 2009 as reported in "Status of Resources of the Adaptation Fund Trust 





Fund and Administrative Trust Fund", and funding availability represents: i) funds held in trust with no restrictions, less ii) total 





funding decisions pending disbursements. 





ADAPTATION FUND





            Table 1: Potential Resources Available between 


September 30, 2009 to December 31, 2010





as of September 30, 2009





a/ "Low" represents 20% decrease of current value, "Medium" represents current value, and "High" represents 20% increase of 





current value.





c/ Represents UNEP Risoe's current projection





f/ Represents a minimum inventory of two months of CER inflows, pursuant to the "CER Monetization Program Guidelines" 





adopted by the Board.





b/ "Low" represents 10% decrease of current value, "Medium" represents current value, and "High" represents 10% increase of 





current value.
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