Response to GSLTF Call for Proposals

Mechanisms for Enhancing and Redistributing Revenues from Solidarity Levies

1. Concept Note

The Adaptation Benefits Mechanism (ABM), developed and hosted by the African Development Bank
(the Bank), is designed to enable GHG emitters to contribute towards the costs of adaptation to climate
change and the SDGs. Recorded under Article 6.8 of the Paris Agreement, ABM is well-developed and
ready to scale-up to enhance and redistribute revenues from solidarity levies. ABM offers two financing
modalities: The ex-post modality generates Certified Adaptation Benefits (CABs) from already
implemented grant-funded adaptation projects. Revenues from the sale of CABs will regenerate the
grant for replication of the original project. The ex-ante modality mobilizes capital markets to invest in
adaptation projects through future commitments to purchase CABs at a price that makes the project
bankable. Here is a short podcast explaining ABM: ABM Climate Solutions Decoded 250801.mp3

GSLTF participants (captured entities) will discharge their solidarity levy liabilities by purchasing CABs up
to the value of their levy and surrendering the certificates to GSLTF. ABM’s Executive Committee and
Secretariat will operate the project cycle to ensure a steady supply of CABs for immediate purchase from
existing grant-funded projects and for future purchase from new adaptation projects made bankable by
the promise of future revenues. The huge demand for adaptation support means there is no practical
limit on the amount of funding that can be deployed via the ABM.

Using a well-tested project cycle, the ABM approves adaptation methodologies in which technology and
or, project specific Adaptation Benefits are defined. Host countries issue a Letter of Approval to signify
that the CABs as defined will contribute to their stated adaptation needs (e.g. linked to their NAP).
Following an independent validation and verification procedure, Adaptation Benefits are Certified and
issued for sale. The price and number of CABs produced is controlled such that the successful project
either regenerates the original grant or generates enough funding to close the financial gap in the
project (i.e. pay off outstanding debt, interest and transaction costs). CAB price will vary from project to
project and by technology. CABs are non-tradeable and non-transferable because they are not fungible.
This means there are no secondary transactions, and all funds spent on the CAB goes to the project
developer. This makes ABM a minimum concessionality, not a profit-making instrument.

ABM is the first recorded non-market approach under Article 6.8 of the Paris Agreement (NMA Platform)
and in September 2024, the Bank was awarded the Special Jury Grand Prix at the inaugural Finance Your
Cities (FYC) Innovation Awards hosted by Global Fund for Cities Development, for its groundbreaking
Adaptation Benefits Mechanism.


https://afdb-my.sharepoint.com/personal/j_moitui_afdb_org/_layouts/15/guestaccess.aspx?share=EaEMwKzikFVGirhDV5DslHABnOISp0OxgS5rK4B81eGHWw&xsdata=MDV8MDJ8Ry5QSElMTElQU0BBRkRCLk9SR3w3OTU2ODBjZjQzNDg0YjUwZjE0NTA4ZGRkMzhlZDExNHw3MjczMzlkMTE2ZWM0M2NiYjZjMzUwMDFmZWM1ZTkwN3wwfDB8NjM4ODk5MzMyNTI1NzEwNDYyfFVua25vd258VFdGcGJHWnNiM2Q4ZXlKRmJYQjBlVTFoY0draU9uUnlkV1VzSWxZaU9pSXdMakF1TURBd01DSXNJbEFpT2lKWGFXNHpNaUlzSWtGT0lqb2lUV0ZwYkNJc0lsZFVJam95ZlE9PXwwfHx8&sdata=S2pkeXdXSXNIY0lyK3gvdEV4c252bG1RSVVER1VKMzFkeW1yejNCbFFybz0%3d
https://unfccc.int/process-and-meetings/the-paris-agreement/cooperative-implementation/Article-6-8/nma-platform/main/non-market-approaches
https://www.afdb.org/en/news-and-events/press-releases/african-development-bank-wins-prestigious-award-its-innovative-adaptation-benefits-mechanism-76340

2. Operational Framework

ABM has been developed using modest grants from a number of partners®. It can be rapidly scaled-up
from pilot to mainstream if a source of demand for CABs is secured. Championed by Uganda, six other
African nations have already associated with the ABMZ2. Whilst its focus to date has been African, it is a
global mechanism that can be applied at a regional, national and sub-national basis and all Parties to the
UNFCCC are invited to sign up.

ABM is based on the project cycle of the Clean Development Mechanism, with steps taken to
debottleneck the process and take advantage of the fact that CABs are a measure of voluntary (albeit
mandated by GSLTF) contribution towards genuine adaptation needs and not a fungible credit used for
offsetting or legal compliance purposes. ABM is governed by the ABM Executive Committee (EC) assisted
by a Secretariat, Panels and a Roster of Experts. Terms of Reference for all bodies and procedures for the
governance processes have been defined and are available at www.abmechanism.org/about.

ABM is highly transparent with the financial details of projects subject to auditing to ensure that buyers
get value for money. Each project will implement an approved monitoring methodology based on a
theory of change, to report outputs and outcomes that will define the Adaptation Benefits and lead to
the issuance of CABs. Long-term impacts will accrue in later years. Reporting will focus on the amount of
money transferred from captured entities to project developers in return for CABs, supported by project
level data on contributions to SDGs, Global Goal on Adaptation metrics and other data agreed between
the project developer and the buyer. Funds spent on purchasing CABs can also be reported by host and
non-host Parties via the Enhanced Transparency Framework of the Paris Agreement.

The ABM EC has approved one methodology to date and aims to complete the project cycle for three
new methodologies and projects and produce its first ex-post CABs in time for CoP 30. Whilst operating
on a no-regrets basis during the pilot phase, steps required to raise ABM to international operational
status are well understood, building on 25 years of carbon market experience.

The Bank developed ABM in response to calls from African countries for more support for adaptation.
The pilot phase, initiated in 2019 will end in 2025 and a longer-term hosting solution is required. The
Bank’s long-term roles are to lend funds, mobilize capital markets and provide technical assistance which
would conflict with a hosting role. ABM also needs to be made globally available whilst the Bank serves
African countries. Once a source of demand for CABs is established, it is proposed that the ABM EC and
Secretariat could be hosted by a suitable international organization or for example, a newly-created
Swiss Foundation.

It is estimated that a fully operational ABM could be ready to offer CABs for sale at scale by July 2027, on
the basis that funds for the transition could be raised by the end of 2025 (for example from the
Adaptation Fund’s Climate Innovation Accelerator, which offers grants up to USD 10m for regional
projects). Demonstration transactions can be implemented in 2026 and the first half of 2027 whilst

1 African Development Bank, the Climate Investment Funds, the Africa Climate Change Fund, GIZ, International Klima Initiative,
Climate Change Africa, the Fund for African Private Sector Assistance and the Korean Africa Economic Commission
2 Benin, Gambia, Guinea, Kenya, Madagascar and Nigeria


http://www.abmechanism.org/about

establishing a suitable host and revising existing operating procedures and standards for mainstream
operations, including the conversion of an existing carbon registry to an ABM CAB register; offering
technical assistance, training and awareness raising to experts and project developers globally; working
with existing recipients of grants to take projects through the ex-post modality to make CABs
immediately available; and working with development finance institutions and project developers to
initiate a pipeline of ex-ante ABM projects.

3. Financial Considerations

Once established, ABM will be self-funding, supported through the collection of methodology approval,
registration and issuance fees. Technical Assistance grants can be made available to project developers
that need help with these costs. Transaction costs will be included in the project’s financial model and
are recoverable through the sale of CABs. The annual costs of running ABM will comprise an element of
fixed costs for the hosting entity and staff (estimated at USD 5 to 10 m per annum, including a minimum
number of ABM EC and Panel meetings) and variable costs linked to the level of activity including time
for expert panels and additional meetings of the ABM EC. Grant funding may be mobilized donor funds
in order to strengthen the potential of ABM to recycle grants given to project developers.

The ex-post funding mechanism will leverage grants at a ratio of 1:1 and if the project can be repeated
multiple times, the mechanism will leverage donor grants multiple times. The ex-ante model will
leverage debt and equity, as well as give project developers access to guarantees and insurance
instruments. A signed Adaptation Benefit Supply Agreement (ABSA) with a creditworthy offtaker will
enable developers, municipalities, communities and households (including women and youth) to access
capital markets to close the financial gap and make adaptation projects bankable. In doing so, the ABM
will also mobilize land, labour, indigenous technical knowledge, biodiversity and local governance
structures. ABM revenues and CAB debt can be blended with other sources of domestic, public and
private finance to complete the capital stack. Sustainability-linked bonds can provide cheaper debt at
scale.

The ABM host’s role is to make projects available to buyers of CABs. This will take place through the ABM
Supermarket, linked to the ABM Registry, where ex-post and ex-ante CABs are advertised for sale.
Captured entities will visit the ABM Supermarket to spend their Solidarity Levy either directly, by buying
existing CABs off-the-shelf (ex-post model) or signing ABSAs for future delivery and payment, that will act
as collateral for project developers to access the capital markets (ex-ante model). Concessional and
commercial banks can lend, and technology providers can invest technology and equity in a registered
project with an ABSA; MDBs and climate funds can arrange guarantees for other lenders and provide
technical assistance.

Responsibility for financial management and disbursement of Solidarity Levies remains with the
captured entities. Under the ex-post model, captured entities buy CABs that have already been produced
using grant funds. Delivery (in the form of a redemption code) will be immediate. The buyer redeems the
CABs when they wish, receives Certificate(s) from the Secretariat (cancelling the CABs to avoid double



counting) and submits those Certificates to GSLTF to discharge their liability. Ex-ante buyers will sign a
contract to pay an agreed price on delivery of the CABs in the future. Their commitment to buy will
mobilize debt and equity and in due course they will pay and receive their CABs for redemption and
reporting. If the project under-delivers, the captured entities will need to source other CABs from the
Supermarket.

4. Impact and Accountability Measures

Buyers will select projects based on the narrative, not price of CABs. In the global travel sector, there is a
strong case to link purchases to flight destinations. The ABM EC and other donors can influence the
supply of projects through technical assistance grants to develop methodologies and support the
development of projects. If necessary, some weighting could be introduced such that, for example USD 1
spent in a SIDS equates to USD 1.1 of Solidarity Levy.

The top-line impact metric will be USD per annum paid to project developers in developing countries for
genuine adaptation activities. Other impact metrics will build on those reported by climate funds or used
by DFIs, MDBs and NDBs. Other co-benefits can be reported for information purposes, but mitigation
outcomes will remain in the host country to contribute to domestic ambition.

Effectiveness will be measured by transaction costs compared to funds paid; and by the numbers of
projects that successfully recycle grants or close their financial gap to achieve bankability. An effective
ABM will also see other funding sources develop, both through an expansion of the scope of the GSLTF
and domestic uptake (for example the EU ETS requiring all captured entities to contribute). An effective
ABM will increase adaptation finance as a percentage of global climate finance towards the Paris
Agreement ambition of balanced investment, and it will contribute to the Baku to Belem roadmap to
USD 300bn and ultimately USD 1.3 trn by 2035.

5. Conclusion

In 2019, the ABM EC had a vision of how the fledgling mechanism could mobilize finance for adaptation.
Six years later, GSLTF is poised to complete that vision. There are many features of the ABM that make it
the ideal instrument to enhance and redistribute revenues from solidarity levies. Currently operating at a
pilot scale, ABM is ready to step up as a credible and transparent institution that will accelerate and
leverage adaptation funding. Aligning with the Paris Agreement and learning from 25 years of market-
based activities, ABM delivers value for money, transparency and accountability in an equitable and
efficient manner. It offers two modalities that will ensure both speed and scale of disbursement. With a
secured demand for CABs, ABM is ideally positioned to transition to become the leading global
instrument for channeling adaptation finance to those most in need.



