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A. Funding Proposal Related to Policy Analysis Activities in Panama
I.

i.

General Information

PMR Contact Point

Victor Urrutia
Name
National Secretariat of Energy
Organization
Secretary of Energy
Title
Calle 50 y 74, Edificio 909, Piso 11, Panamá, República de Panamá
Address
(507) 527-9964
Telephone
vurrutia@energia.gob.pa
Email
http://www.energia.gob.pa/
Website
i.
Proposal Development Team

Name

Organization

Isaac Castillo
Elba Cortes

National Secretariat of Energy
Ministry of Environment

Julia Gonzalez
Mariano González

Land Transit and Transport Authority (ATTT)
World Bank Group

II. Overall mitigation strategy and (Intended) Nationally Determined Contribution
(INDC/NDC)
The purpose of this section is to provide an overview of the overall mitigation strategy and
commitments of the Implementing Country Participant (ICP), as put forward in its INDC/NDC,
including the expected role of carbon pricing instruments toward meeting them.
ICPs are invited to provide the following information:
i.

Brief status of INDC/NDC preparation and implementation, including:

Overview of the country’s
commitments:

Please include an overview of the country’s commitments, including the
coverage with respect to sectors, key policies and measures, greenhouse
(GHG) emissions, and timeframe.
In its NDC, Panama has committed to specific targets in two key sectors,
energy and land-use change and forestry (LULUCF), and has underlined
its intention to implement market-based mechanisms. The energy and
LULUCF sectors are by far the largest contributors to greenhouse gas
(GHG) emissions in Panama. In 2010, both sectors contributed together
with 88% of the total GHG emissions of the country1. Even though Panama
does not quantify in its NDCs the expected overall emission reductions

1

Third National Communication, GHG Inventory 2010, Ministry of Environment of Panama
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levels, it has made commitments in both sectors2. Panama is exploring
different carbon pricing instruments, such as the potential
implementation of a carbon tax or the development of a domestic carbon
offset market. As underlined in its NDC, Panama has defined a framework
for action at national level which includes three main components:
adaptation, low carbon development, and capacity building and transfer
of technologies.
Panama has made an unconditional pledge to increase the share of nonconventional renewable sources in the electricity mix to 15% by 2030
and 30% by 2050, compared to 2014. The energy sector has become the
largest emitter in Panama. Most of the sector´s GHG emissions come from
the transport (47% of total energy sector GHG emissions), the
electricity/heat (24% of total energy sector GHG emissions) and the
manufacturing/construction (22% of total energy sector GHG emissions)
subsectors3 and other subsectors represent 7%. In this context, there is
genuine need for energy efficiency (EE) initiatives to cope with the
immediate challenges and to support the energy sector to shift towards a
low emission and sustainable path. EE measures are key to reduce
demand and allow Panama to meet its NDC targets. The GoP recognized
that if EE initiatives are implemented, the country would require 38% less
electricity generation, therefore less installed capacity, by 2050 in
comparison with a business as usual scenario. Additionally, the country
has committed to work on the development of an energy-efficient public
transport to reduce GHG emissions.
In the LULUCF sector, Panama has committed to increase the share of
carbon removal by 10% by 2050, and by 80% if supported, compared to
2015. LULUCF emissions have been driven mainly by the severe
deforestation suffered during the last decades due to the increase of
logging operations, infrastructure development, and expansion of
livestock and agricultural activities. The alarming tree cover loss has
obliged the government to begin exploring options and initiatives to
protect its forests and reduce deforestation and forest degradation (e.g.
REDD+ programs). It is worth noting that the LULUCF sector is also the
largest carbon sink, and the sector absorbs more GHG than it emits.
The NDC underlines Panama´s intention to design a domestic carbon
offset market and implement carbon pricing instruments, such as a
carbon tax. Panama is exploring different instruments to enable the
country to translate their NDC objectives into actions and implement costeffective strategies for emission reduction. The NDC highlights the
intention of Panama to consider designing a carbon market and confirms
the country will continue to participate in international carbon offsets
trading. Panama will take voluntary measures in international maritime
2
3

Nationally Determined Contribution to Climate Change Mitigation of the Republic of Panama
Secretaría Nacional de Energía (SNE) de Panamá
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and air sectors through market-based measures to facilitate compliance
in these industries, within the framework of the International Maritime
Organization (IMO) and the International Civil Aviation Organization
(ICAO). The GoP is considering also the implementation of carbon pricing
instruments, with an initial focus on a carbon tax in the energy sector, but
further support is required to determine the most efficient alternative
and design.
Panama wants to go beyond its initial international commitments and
position itself as climate champion in the region. Historically, the country
has been very active at an international level regarding the climate change
agenda: Panama ratified the Kyoto Protocol through Law 88 of November
30, 1998, and reaffirmed its intention to adopt the Doha Amendment
through Law 38 of June 3, 2015. In the NDC, Panama distills its ambition
to become the regional reference and climate action hub as underlined
by its intention to establish the International Center for the
Implementation of Reduced Emissions from Deforestation and Forest
Degradation (ICIREDD), to promote a culture of sustainable forest
management and international trade in carbon emission reduction, and
its commitment to donate $1 million to the Green Climate Fund (GCF) to
support projects around the world.
Emission reductions
objectives and targets set
in the INDC/NDC:

Please provide information on how the emission reductions objectives
and targets have been set in the INDC/NDC, including in relation to the
business-as-usual (BAU) emission scenario, the scope of modeling
activity, the modeling approach, and main assumptions.
Panama has not determined a quantified emission reduction target as
part of its NDC. Most of the analysis done in the NDC to prioritize the
sectors, determine the goals, make assumptions, and define the baselines
derive from the Second National Communication on Climate Change,
presented in 2011 with data from 2000. The GoP references in the NDC
the First National Communication on Climate Change, the National Energy
Plan 2015-2050, the Database of the Approval Process of Environmental
Impact Studies of the Ministry Environment, and the Preliminary
estimates of the Greenhouse Gas Inventory in the LULUCF Sector, 2005,
2010, 2013. Panama has not quantified emission reductions objectives
and targets in its NDC since it does not have a comprehensive MRV system
in place yet and faces multiple challenges regarding GHG inventory.
Improving the quality of reliable data and enhancing the capacity to
monitor emissions are key to Panama. It will allow to systematically track
progress regarding meeting domestic policy goals and to enable the
potential development of a domestic carbon offset market.
In its NDC, Panama has made unconditional pledges in two key sectors,
energy and land use, land use change and forestry (LULUCF). The NDC
objectives were defined by MiAMBIENTE and were based on the
4
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Intergovernmental Experts Panel on Climate Change (1996) guidelines
with data from the agricultural censuses of the National Institute of
Statistics and Census (INEC). The country has the objective to increase the
share of non-conventional renewable sources in the electricity mix to 15%
by 2030 and 30% by 2050, compared to 2014. To set this target, the GoP
took into consideration the scenarios and assumptions described in the
National Energy Plan 2015-2050, which assume that the economy will
continue to grow at an average rate of 4.17% between 2016 and 2026 and
at 3.17% from 2026 to 2050, and estimates that 100% of the population
will have access to electricity by the year 2034. The GoP predicts that
electricity demand will increase by 600% by 2050, in comparison with
2014 demand. The growing demand will be met by generating 73.9% of
electricity from thermal sources, 22.1% from hydro, and a 3.9% from nonconventional sources in the business-as-usual (BAU) scenario. The
alternative scenario considers a bigger increase of renewable energy
generation and the implementation of energy efficiency measures, which
are crucial to achieve the national goals. Additionally, Panama has also
committed to increase the share of carbon intake in LULUCF sector by 10%
by 2050, and by 80% if supported, compared to 2015.
Roadmap/action plan:

Please provide information on the roadmap/action plan as part of the
INDC/NDC toward achieving the envisaged mitigation contribution
within the stated timeframe.
The road map to achieve the envisaged mitigation actions is not included
in the NDC but it has been distilled in its national policies and strategic
planning. The Government's Strategic Plan (PEG) 2015-2019 sets the clear
objective to provide a stronger support to mainstream climate change
considerations into planning in the sectors that drive growth and
inclusion. As one of PEG’s results, the Government of Panama (GoP) is
developing the National Strategy for Climate Change of Panama (ENCCP)
which aims to increase the adaptive capacity of key economic sectors and
the most vulnerable populations, reduce GHG emissions, and promote
the transition towards a low emission development model. In the other
hand, the National Energy Plan 2015-2050 mentions the Paris agreement
and serves as a road map to Panama´s commitments and targets to
increase the share of non-conventional renewable sources in the
electricity mix and support the rational use of energy. The National
Secretariat of Energy (SNE), in the National Energy Plan 2015-2050,
highlights also the need to perform an analysis of the different carbon
pricing instruments and proposes the introduction of a carbon tax4.
Nevertheless, the GoP has underlined that further support is required.

4

Plan energético nacional 2015-2050: “Panamá, el futuro que queremos”
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The PEG considers as a key area for government action deforestation
and the need to restore vegetation cover to prevent desertification and
reduce existing vulnerabilities. The LULUCF sector action plan includes
the implementation of the Alliance for One Million Reforested Hectares
project as part of the National Strategy for Reducing Emissions from
Deforestation and Forest Degradation (REDD+). The project aims to
reforest one million hectares in a 20-year period, which is equivalent to
reforesting 13% of the country's territory, and to rehabilitate and restore
ecosystems impacted by deforestation and degradation of forests. The
GoP has a clear roadmap to increase carbon storage through reforestation
and restoration of protected areas that do not have forest cover and to
implement the REDD+ Awareness Strategy to increase climate change
adaptation and mitigation, forest conservation, and poverty reduction.
The GoP plans to continue expanding the use of renewable energy to
accelerate the shift towards a low emission and climate smart economy,
and is implementing energy efficiency measures to reduce GHG
emissions in a cost-effective way. The National Energy Plan 2015-2050
lays out a clear action plan to reduce GHG emissions in the energy sector
while ensuring a competitive, sufficient, high-quality, and economically
viable supply of electricity. The GoP strategy to curb greenhouse gas
emissions in the short- and medium-term is based on two main pillars (a)
the promotion of renewable energy use, and (b) the generation of savings
by harnessing the available energy in the country in a rational and
responsible way.
ii.

Overview of the additional analysis needed to support the design/implementation of the
policies, including:

Assessment of critical
readiness gaps:

Please provide an assessment of critical readiness gaps to be filled in
order to facilitate the implementation of the elements of the country’s
INDC/NDC related to the design and implementation of carbon pricing
instruments.
In the broader context of carbon pricing instruments and the
development of a domestic carbon market, the GoP faces critical
readiness gaps, summarized below:
1) Robust analytical work for decision making process. The GoP
needs to deepen its understanding of the carbon pricing
instruments available through a solid cost benefit and policy
analysis of the different alternatives to allow an informed
decision. An assessment to define the appropriate design of the
instrument(s) is required to ensure a successful implementation
phase.
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2) MRV system and GHG inventory in the energy sector. The GoP
needs support to design an appropriate Monitoring, Reporting
and Verification (MRV) system in the energy sector to help the
country identify emissions trends, assess whether the
instruments implemented are proving effective, and monitor
progress achieved in reducing emissions. A special focus is given
to the transport sector which is one of the highest emitters. The
GoP needs also to strengthen further the energy sector GHG
inventory processes. All these systems are the foundations to
develop a potential domestic carbon market.
3) Interinstitutional coordination. The GoP needs support to
strengthen its interinstitutional coordination and to create a
platform that will ensure an adequate coordination among the
different stakeholders during implementation. Furthermore, an
implementation plan including milestones, processes,
timeframes, role assignment, and resources, among others, is
required to ensure a successful implementation of the
instrument(s).
4) Capacity building and awareness. There is a need to a) build
capacity at all government levels to ensure a successful
deployment of measures and initiatives, b) implement adequate
campaigns to raise institutional/civil society awareness to
smoothen the potential implementation of instruments, and c)
develop educational and awareness programs to ensure an
adequate understanding and wide social acceptance of the
measures to be implemented.
5) Aviation and maritime sector. Panama´s GHG emissions are
modest, but have a key role in global maritime transport and
regional aviation. The country needs to build capacity around
these sectors to provide an adequate response to climate-related
challenges.
iii.

The role of carbon pricing instruments in achieving the country’s mitigation strategy, as
identified in its INDC/NDC, including:

Planned/existing carbon
pricing instrument(s):

Please write a brief description of the planned/existing carbon pricing
instrument(s), their context, and development/implementation status,
including considerations related to the alignment of policies in the
targeted sectors.
The NDC highlights Panama’s intention to consider designing a domestic
carbon market and underlines its commitment to continue participating
in international carbon markets. Already in 2014, the National
7
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Environment Authority (ANAM) organized a forum with different
stakeholders to discuss the needs and requirements to establish a
domestic carbon market and understand the implications from an
economic, legal, and institutional perspective5. Since then, Panama has
participated in several knowledge and capacity building events with
regional leading countries in the subject. In 2016, during the LatamCaribbean Carbon Forum, the Vice-President St. Malo announced the
country is preparing a national carbon market and plans to become a
carbon hub for the region, to promote among other things a culture of
sustainable forest management and trade in international emission
reductions. In September 2016, the Minister of Environment launched the
Panamanian General Framework for the development of a Carbon Market
underlining further the country´s commitment6.
Panama is also exploring the potential use of carbon pricing
instruments, such as a carbon tax. The GoP, through the SNE, has been
leading the efforts to analyze the potential implementation of carbon
pricing instruments to reduce greenhouse gas emissions and achieve
Panama´s climate goals. An initial study was performed in 2017, with the
support of the WBG, and it analyzed the implications of a carbon tax.
Nevertheless, the results were not conclusive. The GoP is seeking further
support from the WBG to explore the different carbon pricing instruments
available for the energy sector, understand which are the most suitable
for the countries’ context, and provide a clear road map for their
implementation.
Analysis/modeling:

Please provide a brief description on how analysis/modeling was
conducted to support the design and implementation of the carbon
pricing instrument(s).
The GoP, through the SNE, has initially focused on the analysis of the
potential implementation of a carbon tax in the energy sector. In
Panama, the transport sector accounts for more than 60% of total oil
imports and demand is expected to grow by 4% to 5% annually in the
coming years. To understand the impacts related with the introduction of
a carbon tax, a preliminary analysis was conducted by the GoP, with the
support of the WBG, to understand the price elasticity of fuel and diesel.
The study concluded that the demand of fuel and diesel is substantially
inelastic in relation with the price. The consumers would react slightly to
a price increase, since income growth neutralizes the potential effects of
a carbon tax. The price of fuel and diesel should increase more than 100%
to obtain a demand reduction of 20%, ceteris paribus7. In conclusion, the
substantial price inelasticity might suggest a carbon tax is not the most

5

http://www.miambiente.gob.pa/index.php/en/actividades-realizadas/foro-mercado-de-carbono-en-panama
http://www.miambiente.gob.pa/index.php/en/2013-02-20-08-59-23/noticias/noticias-de-portada/912-panama-apuesta-al-mercado-de-carbono
7
Study results presentation Efecto del precio y el ingreso en el consume de gasolina y diésel, January 2015, Secretaría Nacional de Energía.
6
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efficient instrument for Panama’s context unless other measures are
undertaken. The study is not conclusive and the GoP requires additional
support to determine the economic costs of the negative externalities
derived from GHG emissions and assess the economic suitability of a
carbon tax while exploring other carbon pricing instruments.
The GoP organized with WBG´s support a knowledge exchange event to
understand the international best practices regarding carbon pricing
instruments in LAC countries. In January 2017, with the technical support
of the WBG, the GoP organized a roundtable to explore, among other
things, the implementation of carbon pricing instruments. This event
provided a space for dialogue between the Ministry of Economy and
Finance (MEF), the Ministry of Environment (MIAMBIENTE), the National
Secretariat of Energy (SNE) and the Land Transit and Transport Authority
(ATTT) and was a good platform to allow the GoP to better understand
some of the best practices in LAC countries regarding carbon pricing
instruments.
Future plan for developing
and submitting the
country’s NDC:

Please include a brief description of the future plan for developing and
submitting the country’s NDC, and the related timeframe.
Not applicable: Panama has already submitted its NDC.

II. Level of political commitment to carbon pricing within the country and clarity on
the institutional arrangement for implementation
The purpose of this section is to demonstrate the country’s political commitment to carbon pricing,
along with the existing political support for the proposed activities
ICPs are invited to provide the following information:
i.

Overview of legal and institutional framework, including:

Existing/planned laws and
directives:

Please provide an overview of existing and planned laws and directives in
support of the ongoing or future implementation of the carbon pricing
instrument(s).
Panama has adopted a law and a cabinet resolution that support the
ongoing efforts for a future implementation of carbon pricing
instruments:


Cabinet Resolution N° 34 of 2016 – Approves the National Energy
Plan 2015-2050.
9
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Law N° 40 of September 2016 – Ratified the Paris Agreement

Additionally
 Law 88 of 30 November 1998 - Ratified the Kyoto Protocol
 Law 38 of 3 June 2015 - Ratified the Doha Amendment
The law N°40 and cabinet resolution N°34 approve the National Energy
Plan 2015-2050 and the Paris Agreement and, consequently, support the
implementation of carbon pricing instruments. The National Energy Plan
2015-2050 highlights the need to perform an analysis of the different
carbon pricing instruments available and proposes the introduction of a
carbon tax8. As part of the Paris Agreement, Panama’s NDC reflect its
intention to design a domestic carbon market and implement carbon
pricing instruments, such as a carbon tax, while continuing to participate
in international carbon markets. Since Panama is still exploring the
different carbon pricing options to ensure the implementation of the
most efficient one, the country does not have a regulatory framework
related with carbon pricing instruments or a domestic carbon market yet.
In this context, the GoP has requested assistance to understand the
regulatory framework required to properly implement the potential
instruments.
Institutional
arrangements:

Please provide an overview of institutional arrangements (e.g.
responsible agencies/ministries) for the implementation of the carbon
pricing instrument(s).
The GoP is still exploring different carbon pricing alternatives and,
consequently, no institutional arrangements have still been done. At this
stage, efforts around the assessment and design of a domestic carbon
pricing instrument are being led by the SNE and the efforts around a
domestic MRV system are led by MiAmbiente.

ii.

Assessment of in-country political support for the implementation of the carbon pricing
instrument(s) and the proposed activities, including:

Public statements and
official documents:

Please include public statements and any other relevant official
documents in support of domestic carbon pricing instrument(s).
Statement: UNFCCC, Panama City, September 30th, 20169
“At the Carbon Forum, the Vice-President of Panama Isabel St. Malo
announced that Panama is preparing a national carbon market, with the

8
9

Plan energético nacional 2015-2050: “Panamá, el futuro que queremos”
UN Climate Change Newsroom, Press release, September 29th, 2016

10

TEMPLATES FOR ADDITIONAL FUNDING PROPOSALS

aim of helping the country and the entire region to develop sustainably
and to achieve the objectives of its climate action plan under the Paris
Agreement: “14 Latin American and Caribbean countries were amongst
the very first to ratify the Paris Agreement. We recognize that we are both
part of the climate problem and part of the climate solution, and want to
be climate leaders,” she said.”
Official Document: Panama Nationally Determined Contributions
(NDC)10
Panama´s NDC submission stated the country is considering designing a
carbon market and is committed to participate in negotiations for marketbased measures from international aviation and shipping. It mentions also
that the country will undertake voluntary measures to cut CO2 in those
sectors: “Panama considers designing a carbon market and will continue
to participate in international emissions trading. The country will take
voluntary measures in international maritime and air sectors to facilitate
compliance
in these industries, within the framework of the International Maritime
Organization (IMO) and the International Civil Aviation Organization
(ICAO), through market-based measures”.

Flowchart of Panama´s engagement in developing carbon pricing instruments and carbon markets

10

NDC of the Republic of Panama, UNFCCC
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Other evidence:

Optionally, please include other evidence (e.g. official letters) in support
for the proposed activities by the relevant ministries.
Official Letter: Nota-SNE-637-17, on September 18th, 2017, from Mr.
Victor Carlos Urrutia, Panama´s Energy Secretary, to the PMR Secretariat
(Annex 1)

iii.

Summary of stakeholder engagement and consultations with relevant ministries and other
stakeholders regarding the development of the proposal, including:

Key government
ministries/agencies
involved:

Please identify key government ministries/agencies involved in the
development (and future implementation) of the proposed activities, and
the mechanism for such coordination.
The development of this proposal is a joint effort among key government
ministries and agencies. The implementation of the proposed activities
will be led by the Ministry of Environment (MIAMBIENTE), with the close
support of the National Secretariat of Energy (SNE), the Ministry of
Economy and Finance (MEF), and the Land Transportation and Transit
Authority (ATTT). Several coordination meetings among the different
institutions have taken place to discuss the activities and the overall
proposal coordination.

Other stakeholders
involved:

Please identify other stakeholders (e.g. key private sector
entities/associations or civil society representatives) involved in the
development (and future implementation) of the proposed activities and
the mechanism for coordination.



Panama Green Building Council (Panama GBC)
Asociación de distribuidores de Autos de Panamá (ADAP)
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III. Scope of work and additionality of proposed activities
The purpose of this section is to provide details on the scope of the proposed activities, as well as to
demonstrate ways in which they are expected to result in analytical and modeling outputs that are
additional and/or complementary to activities already planned or undertaken with PMR support,
while avoiding duplication with other work outside the scope of the PMR.
ICPs are invited to provide the following information:
i.

Outline of the proposed activities and related deliverable(s) and timeline:

Please provide an outline of the proposed activities and related deliverable(s) and timeline.
The below PMR activities were defined through a consultation process with different ministries,
agencies, and stakeholders, and they respond to the will of the GoP to translate its NDC into actions.

Activity 1: Upstream Policy Analysis to Assess Enabling Mitigation Policy Instruments
Available to Support the Decarbonization of the Economy
The GoP wants to explore and understand the different options available to de-carbonize the economy,
with a special focus on the use of carbon pricing instruments in the energy sector. This activity will
particularly consider the potential implementation of a carbon tax.
Task 1.1: Analysis and Recommendations of Carbon Pricing Policy Options
 Stocktaking of the available mitigation policy instruments suitable to Panama’s context to reduce
emissions in the energy sector, including transport, with a special focus on carbon pricing
instruments and considering result-based finance mechanisms and other sector-specific
mechanisms for implicit carbon pricing (such as trading of energy efficiency or renewable energy
certificates). The analysis should identify also the instruments with a greater potential to promote
the use of public transportation and electric vehicles.
 Provide current case studies based on international experience to illustrate how explicit/implicit
carbon pricing options have been implemented and provide an insight on impacts, timelines,
lessons learned, and any potential barriers. The case studies presented should consider Panama´s
context and the work already done by the GoP, and should also leverage the existing PMR´s
Knowledge Center.
 Preliminary analysis of the required legal, regulatory, and institutional framework to implement
appropriately the proposed mitigation policy instruments, considering Panama´s context.
 Develop and validate a roadmap for the design of the proposed carbon pricing instrument, based
on the above results.
Task 1.2: Modelling Fiscal, Economic, and Sectoral Impacts of Pricing Carbon Emissions in Panama
 Impact assessment and cost benefit analyses of the proposed low carbon instruments in the energy
sector, with a special focus on the fiscal, economic, and sectoral consequences.
 Co-benefits and externalities analysis from reduced local air pollution and reduced traffic
congestion. Considering human health benefits and avoided mortality is particularly important for
the GoP to assess properly the impact of carbon pricing instruments and reduced air pollution.

13
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Task 1.3: Carbon Tax Assessment (Primary Focus)
To understand the impacts related with the introduction of a carbon tax, a preliminary
analysis was conducted by the GoP in 2017, with the support of the WBG, to analyze the
price elasticity of fuel and diesel. The preliminary results indicated a substantial price
inelasticity, which might suggest a carbon tax is not the most efficient instrument for
Panama’s context unless other measures are undertaken. Nevertheless, the study is not
conclusive and the GoP has requested to the WBG further analysis. This activity will build
upon the work already done and will explore further the potential introduction of a
carbon tax in Panama considering critical elements for the GoP as per below. This activity
will:


Provide an analysis of the potential implementation of a carbon tax, and:
(i)
Analyze the optimal fuel tax rates based on emissions. Currently, fuel taxes
are not directly correlated with the amount of emissions for each fuel.
Therefore, the analysis should consider a potential shift to align the tax level
with the amount of emissions per fuel.
(ii)
Ensure the architecture of the tax is revenue neutral.
(iii)
Identify at what stage in the fuel supply chain the carbon price should be
applied to minimize administration and compliance costs and optimize
mitigation incentives.
(iv)
Identify a realistic tax rate range, with a potential scheduling for a gradual
increment.



The carbon tax should avoid market distortions and negative impacts in the transport
sector, which is key in Panama´s context. The analysis should identify the potential
incentives to promote low emission transportation and consider the importance of
logistic transportation into the economy, the available alternatives to car owners,
and the current public transportation system.

Activity 2: Support the Domestic and International Carbon Market Readiness
This activity builds on Panama´s ongoing efforts to move forward towards a low emission and
sustainable energy sector by exploring different options to reduce GHG emissions through mitigation
policy instruments, the rational and efficient use of energy, and interventions in the transport sector,
one of the highest emitters of the economy. In this context, the PMR will leverage the ongoing efforts
and provide just-in time analytical work, knowledge, and expertise to enhance carbon market
readiness.
This activity will support the GoP by providing a preliminary analysis of the institutional architecture
required to develop a domestic carbon market and by strengthening the GoP´s capacity to generate
carbon offset opportunities from the different ongoing projects/initiatives in the energy sector, mainly
14
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in energy efficiency and transport. Additionally, this activity will support the development of an
emissions registry and a domestic MRV system for the energy sector with an initial pilot to measure
and report emissions from vehicles, which can pave the way for a future development of a national
carbon offset market.
Task 2.1: Domestic and International Carbon Market Assessment
As stated in its NDC, Panama is considering designing a domestic carbon market and has the intention
to continue to participate in international emissions trading. In this context, this task will provide:


Assessment on design options for a domestic voluntary carbon market. The assessment will
encompass a review of the institutional architecture, legal framework, streamlined rules, and
procedures required to develop a domestic carbon market. The analysis will consider previous
PMR-supported country studies (e.g., Costa Rican national carbon neutrality program), Panama´s
context, and key aspects such as (i) the current energy sector emissions measuring and reporting
system, (ii) priority emissions reduction strategies, policies, and programs by key sectors, and (iii)
carbon standards and GHG protocols and methodologies that could be considered for
adoption.

Task 2.2: Develop the Necessary Core Building Blocks for a Domestic MRV System in the Energy
Sector, Including Transport
This task will complement the ongoing National Platform for Climate Transparency initiative led by the
Ministry of Environment (MiAmbiente), which has the objective to improve Panama´s transparency and
fulfill its accounting commitments. The National Platform for Climate Transparency has three main
components (i) National Greenhouse Gas Inventories System and Adaptation Metrics, (ii) National
Report and Verification System, and (iii) National Registry of Emissions.
This task will support the preliminary work required to develop an energy sector national registry and
a measurement, reporting, and verification (MRV) system in the energy sector, considering the
potential to use Emissions Reductions Certifications under the National Platform for Climate
Transparency framework (diagram 1 below).
Additionally, a vehicle Inspection and Maintenance (I/M) program is currently being developed by the
Land Transit and Transport Authority (ATTT). The PMR will support the GoP to include vehicle emissions
limits to better monitor and report vehicle emissions in an annual basis under the National Platform for
Climate Transparency framework.
In this context, this task will:




Support a preliminary draft design of a cost-efficient emissions data management process and an
improved emissions registry in the energy sector, including transport. The energy sector registry
should improve data management and ensure an adequate transfer of information to the
consolidated National Registry managed by the Ministry of Environment, in a yearly basis (diagram
1 below).
Identify the requirements to establish a measurement, reporting, and verification (MRV) system in
the energy sector, considering the National Platform for Climate Transparency initiative and the
requirement to have a centralized system.

15
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Assessment of the potential use of Emissions Reductions Certifications in the energy sector and
their commercialization under the National Climate Transparency Framework (diagram 1).
Initial assessment on the required legal, regulatory, institutional, and financial requirements to
implement a MRV system and GHG data management processes in the energy sector, including
transport.
Provide a stakeholder mapping and define the institutional roles, resource requirements,
milestones, timeframe, and overall potential implementation plan.

Pilot Program: Vehicle Emission Measuring and Reporting Program
Transport is one of the highest emitters in Panama but there is no vehicle emission
Measuring and Reporting program in place. Currently, the Land Transit and Transport
Authority (ATTT) is developing an Inspection and Maintenance (I/M) program. In this
context, the Ministry of Environment (MiAmbiente) and the National Secretariat of
Energy (SNE) are particularly interested to include vehicle emission measuring and
reporting standards as part of the vehicle I/M program to support the GoP to carry out
strategies to reduce emissions in the energy sector, to create a baseline to progressively
renew the vehicle fleet, and to record and generate the necessary data to allow Panama
to meet its transparency and accounting commitments. This pilot is part of the broader
effort done by MiAmbiente to improve emissions registry, data management, and
reporting processes, and it can help lay out the foundations for a domestic MRV system
in the energy sector. This pilot program will:










Support the incorporation of a vehicle emissions measuring and reporting system
with emission limits as part of the Inspection and Maintenance (I/M) program
currently being developed.
Provide technical recommendations about the appropriate equipment to use to
measure emissions and the guarantees and certifications to be met. The design
should consider the need to transfer the information to the consolidated National
Registry (as per diagram 1 below).
Determine and design the necessary institutional arrangements to include a vehicle
emission measuring and reporting system with emission limits as part of the
Inspection and Maintenance (I/M) program.
Determine how the Inspection and Maintenance (I/M) program with emission limits
would interrelate with other mitigation policy strategies (e.g. carbon tax, new vehicle
standards).
Provide a preliminary impact assessment related with the introduction of a vehicle
emission measuring and reporting system with emission limits as part of the
Inspection and Maintenance (I/M) program, with a special focus on the economic and
energy sectoral effects, and the potential co-benefits.

16

TEMPLATES FOR ADDITIONAL FUNDING PROPOSALS

Diagram 1: National Platform for Climate Transparency initiative

Task 2.3: Mainstreaming Carbon Considerations into Panama’s Energy Efficiency Work Program
This activity is linked and will complement the regional WBG Energy Efficiency (EE) program which is
currently assisting Panama through the following Technical Assistances (i) Assessment on Energy
Efficiency Opportunities, (ii) Technical Assistance on Green Building Codes, (iii) Technical Assistance on
Standards and Labeling, (iv) Technical Assistance to Support the Design of the Energy Efficiency Fund
(Fondo UREE). Through the regional EE program, the WBG is supporting Panama to promote a rational
and efficient use of energy, which will contribute significantly to emissions reduction in various sectors
of the economy, including the energy sector. This ambitious EE regional program has the potential to
generate emission offsets but capacity is required to mainstream carbon considerations in the EE work
program. In this context, this task will:




Assess how emissions reductions generated in Panama’s EE work program could be best used in an
international carbon offset mechanism (e.g., a cooperative arrangement under Paris Agreement
Art.6) and/or a potential domestic carbon market. The assessment will focus primarily on the
impacts of EE in appliances (refrigerators and air conditioners initially) and green buildings codes.
Subsequently, draft the corresponding GHG crediting component for Panama’s EE programs (e.g.,
development of crediting baseline, design of program-level MRV system).
Assess how Panama’s EE fund (Fondo UREE), currently designed under the regional EE work
program, could eventually benefit from carbon markets and if it could be partially funded through
the sales of emissions reductions created by the projects and initiatives funded through the EE fund.

Activity 3: Capacity Building, Social Awareness, and Communication Plan
A careful and thorough dialogue among all relevant stakeholders is required at the earliest stages of
the development of the mitigation policies, and it should be subsequently maintained throughout

17

TEMPLATES FOR ADDITIONAL FUNDING PROPOSALS

implementation. Therefore, it is important to couple the different interventions with adequate capacity
building programs and an effective awareness campaign.
Task 3.1: Capacity Building and Stakeholder Participation Planning
 Deliver a public-private workshop to discuss the results of Activity 1.
 Define the capacity building requirements to strengthen the capacity of the different teams
involved in the implementation of mitigation policy instruments, emissions registry, and MRV
systems in the energy sector, including the two proposed focus programs (carbon tax and vehicle
emissions measuring and reporting program).
 Design a stakeholder participation plan.
Task 3.2: Raise Social Awareness and Design a Communication Plan
This task will benefit from the regional EE Program which is currently developing together with the
WBG´s Mind, Behavior, and Development Unit (EMBED) a communication plan to build consensus
towards a rational use of energy and is supporting Panama´s to raise social awareness. This task will
assist Panama to include climate change and emission reductions considerations in the strategy that is
currently being developed, making the link with the selected mitigation policies and the other
interventions.
 Support the design of a communications strategy to raise social awareness and build consensus
within the Government and society regarding the importance of emission reductions and climate
change impacts into society.
ii.

Ways in which the PMR support will be helpful in developing appropriate targets:

Please explain the ways in which the PMR support will be helpful in developing appropriate targets
and assess potential policies/measures to achieve them.
PMR´s support is critical to assess which are the different options available to de-carbonize the
economy, with a special focus on the use of carbon pricing instruments in the energy sector. The PMR
will support the development of the necessary core building blocks for a domestic MRV system and
emissions registry in the energy sector. Finally, the PMR will support the GoP to mainstream carbon
considerations in the ongoing EE work program led by the WBG. In this context, the PMR will be helpful
by providing:





Adequate technical expertise and assistance.
A platform for knowledge exchange.
Assessment on the best international practices applicable to Panama’s context.
Financial support.
iii.

Ways in which the PMR support will inform decisions related to carbon pricing instruments:

Please explain the ways in which the PMR support will inform decisions related to the choice and
design of a suitable carbon pricing instrument or contribute directly to its design, preparation or
implementation.
The GoP is seeking support from the PMR and WBG to explore different mitigation policies available,
understand which are the most suitable and efficient in Panama’s context, and outline a clear road map
18
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for their implementation. The PMR will provide to the GoP the opportunity to learn from international
best practices and will grant access to a unique platform for knowledge exchange and learning. PMR
funds will allow the GoP to build readiness for carbon markets, support the design of a suitable
measurement and verification system in the energy sector, and provide the analysis of the required
legal, regulatory, and institutional framework for its implementation. PMR will also support the
incorporation of emission limits as part of the Inspection and Maintenance (I/M) program currently
being developed by ATTT. Finally, PMR will mainstream carbon considerations in the regional EE work
program currently developed by the WBG, assessing capacity building requirements, and supporting
the design of an adequate social awareness and communications plan.
iv. Assessment of how the proposed activities are expected to complement the ongoing Market
Readiness Proposal (MRP) activities and help fill the readiness gaps:
Please provide an assessment of how the proposed activities are expected to complement the ongoing
MRP activities and help fill the readiness gaps, including overcoming existing risks and barriers related
to implementation.
There is no ongoing MRP in Panama.

IV. Budget, timeline and outputs
The purpose of this section is to provide an indicative budget and timeline for the proposed activities,
including government or other co-financing, as applicable.
ICPs are invited to provide the following information:
i.
Outline of planned activities for the funding allocation:
Please describe an outline of planned activities (as identified in the previous section) for the additional
funding allocation, along with the corresponding output(s) (deliverable(s)) for each activity.
Activity 1:
Upstream Policy Analysis to Assess Enabling Mitigation Policy Instruments Available to Support the
Decarbonization of the Economy
Task 1.1: Analysis and Recommendations of Carbon Pricing Policy Options
Task 1.2: Modelling Fiscal, Economic, and Sectoral Impacts of Pricing Carbon Emissions in Panama
Task 1.3: Carbon Tax Assessment
Activity 2:
Support the Domestic and International Carbon Market Readiness
Task 2.1: Domestic and International Carbon Market Assessment
Task 2.2: Develop the Necessary Core Building Blocks for a Domestic MRV System in the Energy Sector,
Including Transport
Task 2.3: Mainstreaming Carbon Considerations into Panama’s Energy Efficiency Work Program
Activity 3:
Capacity Building, Social Awareness, and Communication Plan
Task 3.1: Capacity Building and Stakeholder Participation Planning
Task 3.2: Raise Social Awareness and Design a Communication Plan
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ii.

Timeline to complete these activities:

Please provide a timeline to complete these activities.
2Q FY 2019

3Q FY 2019

4Q FY 2019

1Q FY 2020

Upstream policy analysis support to asses on the enabling mitigation policy instruments
available to help de-carbonize the economy
Task 1.1

X

Task 1.2
Task 1.3

X
X

Support the domestic and international carbon market readiness
Task 2.1

X

Task 2.2

X

Task 2.3

X

Capacity building, social awareness, and communication plan
Task 3.1

X

Task 3.2

iii.

X

Financial requirements to support the proposed activities:

Please describe a budget summarizing the financial requirements to support the proposed activities.

The budget requested to support the proposed activities is USD$ 500,000:
Activity 1: USD$ 140,000
Activity 2: USD$ 305,000
Activity 3: USD$ 55,000
iv.
Funding sources to cover the financial requirements, including:
PMR funding request:
Please include the PMR funding request as well as other (confirmed and/or
potential) funding sources, from the national government, other
governments and/or donors (as appropriate).
PMR funding request is USD$ 500,000. Please see next item on other
sources of funding for the proposed activities.
Sources of funding for
other activities:

Please identify other activities undertaken or planned that are related to
planned PMR activities and indicate the sources of funding for these other
activities.
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The activities of this proposal are aligned with Panama´s national and
sectoral objectives, the NDC commitments, and the transparency, and
accounting requirements of the Paris Agreement. The activities will help
Panama to move forward towards a low emission and sustainable
economy.
This proposal is complemented by the ongoing WBG´s regional work on
EE funded by the Energy Sector Management Assistance Program
(ESMAP), the Korean Green Growth Trust Fund (KGGTF), the Spanish Fund
for Latin America and the Caribbean (SFLAC). The activities will also add
on the current work carried out by the Ministry of Environment
(MiAmbiente), the National Secretariat of Energy (SNE), and the Land
Transit and Transport Authority (ATTT). It is important to note that funds
will be leveraged as described below and in the table “Overview of
activities and PMR funding request”.
Activity 1 is a priority for the GoP and the SNE has already been exploring
the possibility of introducing a carbon tax in Panama. Nevertheless, the
results of the preliminary analysis done in 2017 were not conclusive and
the GoP has requested WBG´s support to explore further the implications
of a carbon tax. The GoP has requested an assessment on the mitigation
policy options available to de-carbonize the economy, with a special focus
on the use of carbon pricing instruments in the energy sector and
considering results-based finance mechanisms and other sector-specific
mechanisms for implicit carbon pricing. This activity will be strongly
supported by the National Secretariat of Energy (SNE).
Activity 2 (task 2.1 and 2.2) is part of a broader initiative led by the
Ministry of Environment which aims to create the National Platform for
Climate Transparency and it is supported by different international
organizations such as the Regional Center of the United Nations
Secretariat on Climate Change (RCC); the Initiative for the Creation of
Capacities for Transparency (CBIT); and, through this proposal, the
Partnership for Market Readiness (PMR). The overall objective is to
support the GoP to meet the transparency and accounting commitments
established in Article 13 of the Paris Agreement. The broader initiative has
three main components:
National System of Greenhouse Gas Inventories (INGEI) and Adaptation
Metrics: This component will be carried out with the support of CBIT. The
activities related to improving the quality of the information of the GHG
inventory of the energy sector will be complemented by this PMR
proposal.
National Report and Verification System: This component will be financed
by CIACA´s Initiative (UNFCCC) and the CBIT. CBIT financing will support
the compilation of the required information for national communications,
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BURs, and GHG inventories. The CIACA Initiative (UNFCCC) will contribute
to the measurement, registration, and transparency processes related to
the trade of emissions through different initiatives.
National Registry of Emissions: This component will be financed by CIACA
(UNFCCC). This registry will support private sector´s transparency and
emissions accounting to promote emissions trading and will account all
the emission reductions created by private sector actions and initiatives.
The objective is to generate, among other things, tradable carbon credits
to offer in the potential future market.
Currently, the Land Transit and Transport Authority (ATTT) is also
developing an Inspection and Maintenance (I/M) program. The Ministry
of Environment (MiAmbiente) and the National Secretariat of Energy
(SNE) are particularly interested to include vehicle emission measuring
and reporting standards as part of the vehicle I/M program to support the
GoP to carry out strategies to reduce emissions in the energy sector, to
create a baseline to progressively renew the vehicle fleet, and to record
and generate the necessary data to allow Panama to meet its
transparency and accounting commitments. The PMR will support the
incorporation of a vehicle emissions measuring and reporting system with
emission limits as part of the Inspection and Maintenance (I/M) program
and will support the broader effort carried out by MiAmbiente to improve
emissions registry, data management, and reporting processes through
the National Platform for Climate Transparency initiative.
Task 2.3 is linked and will complement WBG´s regional EE work program,
which is funded by the Energy Sector Management Assistance Program
(ESMAP), the Korean Green Growth Trust Fund (KGGTF), the Spanish Fund
for Latin America and the Caribbean (SFLAC). The work program provides
(i) Assessment on Energy Efficiency Opportunities to identify and deploy
potential high-impact opportunities to optimize the energy consumption
by means of energy efficiency initiatives and demand-side management,
(ii) Technical Assistance on Green Building Codes, (iii) Technical Assistance
on Standards and Labeling, (iv) Technical Assistance to Support the Design
of the Energy Efficiency Fund (Fondo UREE). Through this regional
program, the WBG is assisting Panama to promote an efficient use of
energy, which will result in GHG emission reduction in various sectors of
the economy. In this context, the PMR will assist the GoP to mainstream
carbon considerations into the ongoing EE work program and analyze the
potential to generate emission offsets.
Activity 3 is linked and will complement WBG´s regional EE work program,
which is funded by ESMAP, KGGTF, and SFLAC. As part of the program, the
energy team together with the WBG´s Mind, Behavior, and Development
Unit (EMBED) are supporting the GoP to raise social awareness and design
an adequate communication plan to promote the rational and efficient
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use of energy. The PMR will support the design of the communications
strategy to build consensus within the Government and society regarding
the importance of emission reductions and climate change goals by
supporting the implementation of mitigation policies instrument,
emissions registry, and an MRV system, which will pave the way for a
potential development of a national carbon offsets market.

Overview of activities and estimated overall budget
Activity

Output(s)

Time
required for
completion

Estimated
completion
date

Overall budget (in
USD)

Activity 1: Upstream Policy Analysis to Assess Enabling Mitigation Policy Instruments
Available to Support the Decarbonization of the Economy
Task 1.1
- Report of the available 5 months
Analysis
and mitigation
policy
recommendations instruments suitable to
of carbon pricing Panama’s context to
policy options
reduce emissions in the
energy sector, including
transport, with a special
focus on carbon pricing
instruments.

Oct 30, 2018

USD$ 50,000

Jan 30, 2018

USD$ 40,000

- Case studies relevant to
Panama’s context based
on
international
experience.
- Analysis of required legal,
regulatory,
and
institutional framework
to implement proposed
instruments.

Task 1.2
Modelling fiscal,
economic,
and
sectoral impacts
of pricing carbon

- Roadmap for the design
of selected carbon pricing
instrument
developed
and validated.
- Impact assessment and 8 months
cost benefit analyses of
the proposed low carbon
instruments in the energy
sector
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emissions
Panama

Task 1.3
Carbon
Assessment

in - Analysis of co-benefits
and externalities.
- Preliminary
impact
assessment
of
the
proposed
vehicle
emissions measuring and
reporting program from
Activity 2
- Analysis of the potential 7 months
Tax implementation of a
carbon tax

Dec 30, 2018

Subtotal Activity 1

USD 50,000

USD 140,000

Activity 2: Support the Domestic and International Carbon Market Readiness
Task 2.1
- Preliminary analysis of
Domestic
and
the institutional
international
architecture, legal
carbon
market
framework, streamlined
assessment
rules, and procedures
required to develop a
domestic carbon market
Task 2.2
- Draft Design Report on
Develop
the
the requirements to
necessary
core
establish a cost-efficient
building blocks for
emissions data
an
enhanced
management process
national domestic
and an improved
MRV system in
emissions registry in the
the energy sector
energy sector

10 months

Mar 30, 2019

USD$ 25,000

12 months

May 30, 2019

USD$ 240,000

- Identification of the
requirements to
establish a
measurement,
reporting, and
verification (MRV)
system in the energy
sector
- Assessment of the
potential use of
Emissions Reductions
Certifications in the
energy sector and their
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commercialization under
the National Climate
Transparency
Framework of Panama
(diagram 1).
- Preliminary assessment
on legal, regulatory,
institutional, and
financial requirements
for a MRV system and
data management
processes in the energy
sector.
- Stakeholder mapping,
including roles, resource
requirements,
milestones, timeframe,
and implementation
plan
- Pilot program to support
the incorporation of a
vehicle emissions
measuring and reporting
system with emission
limits as part of the
Inspection and
Maintenance (I/M)
program currently being
developed, including
design, analysis of the
institutional regulatory
and technical
requirements for
implementation, and
preliminary impact
assessment.
Task 2.3
- Assessment on how 12 months
Mainstreaming
emission
reductions
Carbon
generated in Panama’s
Considerations
EE programs can be best
into Panama’s EE
used in carbon markets
Work Program
- Analysis on how
Panama’s EE fund
25
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(Fondo UREE) could
benefit from carbon
markets.
Subtotal Activity 2

USD 305,000

Activity 3: Capacity Building, Social Awareness, and Communication Plan
Task 3.1
- Public-private workshop
Capacity Building
to discuss results of the
and stakeholder
impact assessment
participation
(Activity 1)
planning
- Capacity building
requirements defined to
strengthen the capacity
of the different teams
involved in the
implementation of
mitigation policy
instruments, emissions
registry, and MRV
systems in the energy
sector.

12 months

- Design of a stakeholder
participation plan.
Task 3.2
- Design
of
a 14 months
Raise
Social
communication strategy
Awareness and
for social awareness.
communication
plan

May 30, 2019

USD$ 25,000

Jul 30, 2019

USD$ 30,000

Subtotal Activity 3

USD 55,000

Total estimated budget (in USD) = Activity 1 + Activity 2 + Activity 3

USD$ 500,000
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Overview of activities and PMR funding request
Activity

Sources of funding
PMR funding
request (in
USD)

Task 1.1: Analysis and
recommendations of carbon
pricing policy options
Task 1.2: Modelling fiscal,
economic, and sectoral impacts of
pricing carbon emissions in
Panama
Task 1.3: Carbon Tax Preliminary
Assessment
Task 2.1: Domestic and
international carbon market
assessment

Task 2.2: Develop the necessary
core building blocks for an
enhanced national domestic MRV
system in the energy sector,
including transport
Task 2.3: Mainstreaming Carbon
Considerations into Panama’s EE
Work Program

Task 3.1: Capacity Building and
stakeholder participation planning
Task 3.2: Raise Social Awareness
and communication plan

Total estimated budget (in USD)

National
government (if
applicable) (in
USD)

Other (if applicable) (in
USD)

USD$ 50,000

USD$ 40,000

USD$ 50,000
USD$ 100,000
Collaborative
Instruments for
Ambitious Climate
Action (CIACA)

USD$ 25,000

USD$ 240,000

USD$ 127,500
Land Transit and
Transport
Authority (ATTT)

USD$ 985,500
Capacity Building
Initiative for
Transparency (CBIT)
USD$ 840,000
Spanish Fund for Latin
America
and
the
Caribbean (SFLAC), and
ESMAP

USD$ 40,000

USD$ 25,000
USD$ 150,000
Korea's Green Growth
Trust Fund (KGGTF),
SFLAC, and ESMAP

USD$ 30,000

USD$ 500,000
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V. Expected Outcomes and Monitoring and Evaluation (M&E)
The purpose of this section is to provide the list of the outcomes that are expected from the
implementation of additional activities and a plan to monitor and assess the progress of the proposed
activities.
ICPs are invited to provide the following information:
i.
Overall objective and outcomes of proposed activities:
Please describe the overall objective and outcomes that the proposed activities are expected to
achieve.
The overall objective of the project is to support the GoP to (i) understand the mitigation policy
instruments available which are more suitable to Panama´s context and (ii) start building the domestic
and international carbon market readiness through different interventions.
ii.

Indicators that measure progress towards achieving the stated outcomes:

Please provide a set of indicators that measure progress towards achieving the stated outcomes.






Increased awareness of the different mitigation policy instruments available and the
implications of a domestic or international carbon market.
Improved understanding of the cost benefit analysis of the different mitigation policy
instruments
Government able to make a better-informed decision on optimal mitigation policy instruments
for Panama
Requirements and roles more clearly defined to integrate a domestic MRV system in the energy
sector
Government staff with improved technical capacity/skills
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VI. Annex
ICPs are invited to provide the most recent ISR as an Annex to this new proposal.
Annex 1
Official Letter: Nota-SNE-637-17, on September 18th, 2017, from Mr. Victor Carlos Urrutia, Panama´s
Energy Secretary, to the PMR Secretariat

29

