TEMPLATE FOR ADDITIONAL FUNDING PROPOSAL-CHILE

A. Template for Funding Proposals Related to Activities to Complement Existing
PMR Activities
Final Draft (as of March 06, 2017)
I. 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) or Technical Partner (TP), as put forward
in its INDC/NDC, including the expected role of carbon pricing instruments toward meeting them.
ICPs/TPs 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.
Chile adheres to the need of contributing to international efforts
in stabilizing global GHG atmospheric concentrations. To this end,
the Government officially communicated to the UNFCCC
Secretariat its pre-2020 pledge to achieve a 20% deviation below
the BAU emissions growth trajectory by 2020, against a 2007
baseline, as well as its first post-2020 National Determined
Contribution under the Paris Agreement (see following section). To
accomplish these commitments, Chile has indicated a need for
relevant level of international support.
By the end of January 2017, the National Congress approved and
ratified this agreement. After taking this step, it seems evident
that Chile would need to deepen its understanding of the
requirements —in terms of infrastructure, financial needs, human
capacities, and regulatory implications— in order to cope with
achieving and updating subsequent NDCs and implementing the
robust accounting framework required to measure, report and
verify mitigation outcomes and to do the corresponding
adjustments. This is especially true if carbon market approaches
are used by the country to support mitigation.
In line with achieving its NDCs and enhance international
cooperation towards this, Chile has recently become a member
country of the NDC Partnership, which is a new coalition of
developed and developing countries and international institutions
working together to ensure countries receive the technical and
financial support they need to achieve ambitious climate and
sustainable development targets as fast and effectively as
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possible.
Launched at COP22, the NDC Partnership’s objective is to enhance
cooperation so that countries have more effective access to the
technical knowledge and financial support necessary to deliver on
their Nationally Determined Contributions (NDCs) and related SDG
commitments.
For these efforts to succeed, governments, international
institutions and non-state actors must find new ways to share
information, to learn from each other and to coordinate their
actions, globally and at the country level.
In accordance with such commitments, Chile considers it
necessary to take firm and concrete steps toward achieving a
lower carbon economy. As a part of the OECD, Chile has also built
policies on Green Growth matters and made considerable progress
since 2005 1, and is exploring the materialization of this relevant
concept now on a regional approach, as member of the Pacific
Alliance, along with Colombia, Mexico and Peru. In this regard, a
Green Growth Platform is envisaged for these countries, which
would be connected to corresponding individual green growth
platforms in each member party. Within this structure, it is
expected that climate change, carbon pricing and other related
matters would be developed and implemented under this
umbrella platform and be instrumental for green growth in the
region. In this sense, dialogues to explore regional carbon pricing
have been taking place in the context of this Alliance. These
dialogues focus on the growing momentum to use carbon pricing
policies to achieve regional green growth, the opportunities for
improved regional collaboration and future carbon pricing
pathways for the region. Needless to say, the measurement,
reporting and verification (MRV) infrastructure required to foster
this regional carbon pricing approach is crucial, and so, Pacific
Alliance countries should start thinking on ways to materialize this
approach as early as possible. Chile aims to give this orientation to
its work on MRV with additional PMR funding (see section IV
below).
As part of this commitment to foster green growth, a Sustainable
Production and Consumption Strategy was approved in July 2016
by the Council of Ministers for Sustainability and Climate Change.
Actions in the energy sector are considered here, including
assessments of future carbon pricing pathways.

1

OECD Environmental Performance Review; Chile 2016
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Market instruments
As thriving as the Clean Development Mechanism (CDM) has been
in Chile, the Government recognizes the need for newer and more
aggressive market-driven mechanisms that will have a stronger
effect in the decision making of investors. This is particularly
relevant to Chile because of its rapid growth rate. And for that, the
country has been proactive in studying and evaluating the best
market based forms to reduce GHG emissions. Support from the
PMR is used to further strengthen these efforts and assist Chile
with selecting its preferred carbon market instruments, milestones
and sectorial areas of focus and facilitate the design of domestic
carbon market infrastructure.
In terms of concrete carbon pricing decision making, in September
2014 the Congress passed a Tax Reform Law which also included
three new taxes (green taxes) that were introduced to levy
emissions of CO2, SO2, NOx and particulate matter (PM) emitted by
thermal power generation of a determined capacity threshold as
well as tax on the sale of new cars tackling NOx emissions. This
becomes the first green tax regulation not only in Chile but also in
South America, and the tax on CO2 is also considered as a the first
step the country has taken in putting a price on carbon (details of
this instrument are presented in section iii below).
Before the entry into force of this tax (January 2017), the Chilean
Government expected a great deal of analytical and preparatory
work would be needed to support its implementation.
Understanding the interaction (and impacts) of this carbon pricing
instrument with existing policies and other carbon pricing
instruments (such as a potential ETS) and its alignment with
economic growth and with mid- to long-term mitigation and
development goals — especially in the energy sector — had been
crucial to support government as well as other stakeholders’
needs during this stage.
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The PMR Policy Analysis Work program was instrumental and very
useful in providing this technical support. As an example, the study
called “Analysis of Potential Impacts from the Implementation of
the Carbon Tax on Thermal Power Generation in Chile” (“CastaliaKas Study”), examined for the period 2020 and 2030 how different
levels and forms of the carbon tax affect the future generation mix
in Chile, the dispatch of the generation fleet, and the level of GHG
emissions from electricity generation in Chile. The study defined
eight scenarios to model around different levels of the carbon tax
(i.e., US$5/tCO2e, US$14/tCO2e and US$30/tCO2e), different ways
of applying it (to the variable cost or not), and whether or not an
international connection was considered. Relevant findings
showed that with the carbon tax as it is set in the Law (not applied
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to the variable cost), there is little difference between the
expected investment path under this scenario and the no-tax
scenario, and so, minor impact in GHG emissions reduction. At
levels of US$14/tCO2e and US$30/tCO2e, less gas and less total
thermal generation in favor of more renewables was observed.
These findings are even more evident if these levels of carbon tax
are applied to the variable cost, with the corresponding mitigation
levels being consequently augmented. So, including the carbon tax
in VC could in principle work in a number of ways:
•
•

•

At sufficiently high levels, it could change the merit order
between different forms of thermal generation.
It could reduce the incentive to dispatch thermal units
when other forms of generation are available (that is,
thermal units would be dispatched less when they are not
on the margin and hence do not set the price).
Reduced incentive to dispatch thermal units creates space
in the market for additional investment into renewables,
which in turn makes thermal units less needed.

According to this study, one reason for an overall low impact in
the short term on energy bills is that by 2020 only part of the total
cost of the carbon tax would be passed through to tariffs, because
73% of energy would be under older contracts still to expire.
Changes would be greater in the medium term (2030), when the
carbon tax would be passed through for almost all energy sold
(about 95% of which would be under new contracts by that year).
The results of this study 2 are being considered as part of the
analysis of future carbon tax pathways done under Component 1
of current MRP (see section III. Progress made on PMR activities
under the first proposal).
Membership to other coalitions
Chile’s high-level commitment to fight climate change by using
carbon pricing instruments is also seen in its membership to
specific coalitions and roundtables that promote discussion and
implementation of carbon pricing, such as the Carbon Pricing
Leadership Coalition (CPLC), the Carbon Market Platform and the
New Zealand Ministerial Declaration on carbon markets On one
hand, the CPLC (launched at COP 21), brings together leaders from
across government, the private sector and civil society to advance
the carbon pricing agenda and to expand the evidence base for the
most effective carbon pricing systems and policies. The CPLC
Coalition collects the evidence base, benefiting from experience
around the world in designing and using carbon pricing, and uses
2

Other study done under the PMR Technical Work program, a Survey of potential emitting sources to be regulated by
the carbon tax, was instrumental to help the authorities identify the number of entities affected by this tax in its first
year of implementation.
Template (v.3.0 – March 2016)
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this input to help inform successful carbon pricing policy
development and use of carbon pricing in businesses. Chile’s
President Bachelet has been an active member of the coalition,
and has included carbon pricing and regional green growth
discussions within the context of the Pacific Alliance Summit (July
2016).
On the other hand, the Carbon Market Platform, proposed by
Germany during its G7 presidency, is intended as a political forum
for a strategic dialogue on developing carbon markets and pricing
mechanisms, for a successful implementation of the UNFCCC Paris
Agreement. According to this forum, bringing together a diverse
group of countries, but a common interest in developing effective,
sustainable and ambitious carbon markets open up the unique
opportunity to establish shared and robust principles for the
cooperation among countries. The launch of the Carbon Market
Platform took place in Berlin in October 2015. Together with 9
other non-G7 countries, Chile was invited to participate in its first
Strategic Dialogue held in Tokyo in June 2016. There, participants
stressed the need that the Platform should bridge technical and
political issues and support and accelerate the robust
implementation of country pledges, while taking into account
national preferences and circumstances.
With similar approach, the New Zealand Ministerial Declaration on
carbon markets sought to send a signal at COP21 that carbon
markets would have a strong role after 2020. Signatories to the
Declaration committed to work together to develop standards and
guidelines for using markets that ensure environmental integrity
and avoid any double-counting or double-claiming of emission
reductions.
Transparency and climate change action plans
Nationally, the actions that contribute to the reduction of GHG
emissions have been developed in a sectorial context. On one
hand, we have the Energy Policy 2050, launched by President
Bachelet on December 2015. Implemented by the Ministry of
Energy, this State policy committed to adopt the necessary
mitigation and adaptation actions to achieve a sustainable and
clean energy sector and to help achieve the emissions reduction
targets set in the NDC (see section 2 for a description of this
policy).
On the other hand, the Ministry of Environment, in its role as
Template (v.3.0 – March 2016)
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coordinator of climate change issues in Chile, has gathered
information on national policies and initiatives with benefits in
GHG mitigation, enhancing this variable as an indicator of the
country’s efforts to comply with the objectives of the UNFCCC. In
this context, Chile prepared and registered several NAMAs in
different sectors, has submitted its Third National Communication
and the Second Biennial Update Report, and is engaged in the
preparation of a new National Climate Change Action Plan, for the
period 2017-2022. Some sectors have presented their sectoral
action plans on mitigation and adaptation. The Ministry of Energy,
with the support of the PMR Policy Analysis Work Program, is
preparing the Mitigation Action Plan for the Energy Sector
(committed under the Energy Policy 2050), which is intended to
address the energy sector´s share of responsibility in achieving the
country´s first NDC, by evaluating measures on relevant sectors
such as electricity production, transport, industry and mining and
commercial/public/residential. This mitigation action plan would
be subject to public consultation in late February 2017 and be
published before June 2017 (see more details in the next section).
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.
Chile undertook the process of preparing its INDC as an
opportunity to systematically work on climate management from
an inter-ministerial public policy approach. The INDC draft was
first prepared by experts from a group of ministries and then
submitted to a four-month formal public consultation process.
Chile´s final INDC was ratified by the Committee of Ministers for
Sustainability. This process demonstrates the true vocation of the
Chilean government to work in coordination to address climate
challenge.
The priority sectors for mitigation in Chile are those identified in
the National Greenhouse Gas Inventory (1990-2013), namely:
- Energy, which includes the generation and transport of
electricity, transportation, industry, mining, housing, among other
fossil fuel consuming sectors;
- Industrial processes;
- Use of solvents and other products;
- Agriculture, including the livestock sector;
- Use of the land, change of use of the land and forestry;
(LULUCF);
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- Waste;
Chile´s INDC, which was submitted to the Secretariat of the
UNFCCC in September 2015, is built on three key areas: “Resilience
to climate change”, including the pillars of Adaptation and
Capacity Building; “Control of greenhouse gas emissions”,
comprising the Mitigation pillar; and “cross-support for climate
action”, including technology transfer and development pillars as
well as climate finance.
In the case of the mitigation pillar, Chile chosen to present its
contribution using the format of emissions intensity (tons of CO2
equivalent per unit of gross domestic product (GDP) in millions of
2011 Chilean pesos - CLP).
Methodologically, it was decided to separate the Land Use, Landuse change and Forestry (LULUCF) sector from the national
commitment to mitigation, due to the high annual variability of
sinks and emissions from the sector, and for being less dependent
on the trajectory of economic growth.
The Mitigation pillar:
a) Chile committed to reduce its CO2 emissions per GDP unit by
30% below their 2007 levels by 2030, considering a future
economic growth which allows implementing adequate measures
to reach this commitment 3.
b) In addition, and subject to the grant of international monetary
funds, the country would increase the reduction of its intensity
target up to 45% with respect to the 2007 levels, considering, in
turn, a future economic growth which allows to implement
adequate measures to achieve this commitment.
These reduction levels were based on the sectorial analyses and
the mitigation scenarios developed with MAPS Chile
(www.mapschile.cl), the results of the National Greenhouse Gas
Inventory (1990-2010), and additional information provided by the
Ministries of Environment, Energy, Agriculture and Finance, as well
as the observations received during the Public Consultation of the
Intended National Contribution.

3

This commitment assumes a growth rate for the economy similar to the growth path the country has experienced
in the last decade, except for the most critical years of the international financial crisis (2008-2009).
Template (v.3.0 – March 2016)
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Specific contribution from the forestry sector 4:
a) Chile committed to the sustainable development and recovery
of 100,000 hectares of forest land, mainly native, which will
account for greenhouse gas sequestrations and reductions of an
annual equivalent of around 600,000 tons of CO2 as of 2030. This
commitment is subject to the approval of the Native Forest
Recovery and Forestry Promotion Law.
b) Chile has agreed to reforest 100,000 hectares, mostly with
native species, which shall represent sequestrations of about
900,000 and 1,200,000 annual equivalent tons of CO2 as of 2030.
This commitment is conditioned to the extension of Decree Law
701 and the approval of a new Forestry Promotion Law.
Capacity building and financing requirements
With no doubt, the accounting and transparency issues under the
Paris Agreement will impose significant challenges to climate
change and related policies in Chile, in particular when carbon
pricing instruments are used towards NDCs fulfilment. Capacity
building and budgetary resources will be crucial to strengthen
current measurement and reporting capacities, but also to set up a
robust verification process concerning mitigation of climate
change.
The initial activities under current MRP project are already
providing support and building capacities to construct a robust
MRV system, mainly in the context of the carbon tax.
Nevertheless, some gaps are still to be addressed with regard to
the infrastructure needed to nest a more sophisticated carbon
pricing instrument, such as an ETS, and to account for progress in
NDC implementation, i.e., the MRV of actions. If the possibility of
linking systems to other jurisdictions, on the basis of common
MRV approaches and methodologies, is as well considered here,
this adds more complexities to the table, but is a “must approach”
if Chile moves in that direction.
The South-South cooperation approach highlighted in Chile´s iNDC
Capacity Building pillar, primarily on reporting matters, provides a
good basis to pursue these domestic MRV capacities through the
PMR, with a view to exchange them in a regional context.
4

The recent intensive forest fires at the beginning of 2017 have weakened the carbon capture capacity of the country´s
forests, increasing emissions and forests degradation dramatically. In the light of this unexpected events, policies to
recover biomass losses and restore land may need to be reviewed and strengthened. Market instruments such as offsets
may be relevant to assist in this recovery, so a more integrated sectoral approach to carbon pricing should be promoted.
The PMR and FCPF could be instrumental in this approach.
Template (v.3.0 – March 2016)
Page 8 of 14

TEMPLATE FOR ADDITIONAL FUNDING PROPOSAL-CHILE

Additional PMR activities would provide for this deepening on
MRV of actions and emissions/transactions and for exchanging the
experience with neighboring countries mostly.
On financing needs, Chile´s NDC states that the country requires a
cross-sectoral financing strategy to face national challenges posed
by Climate Change. For this purpose, an evaluation of direct and
indirect climate change financing has been conducted, with the
aim of implement a national financing strategy that is appropriate
to confront these challenges. The design of financial instruments
to support climate change actions is part of this strategy. In this
regard, the contribution of the project to that design could be very
useful, in the sense that carbon pricing instruments could also be
thought as part of this long-term financing strategy. The recent
OECD Environmental Performance Review for Chile, 2016, assigns
a central role to the Ministry of Finance on matters concerning
climate finance.
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.
Chile has implemented a series of cross-cutting and sectorial
actions, which, although they have been designed with sectorial
purposes, due to their characteristics, they have had an impact on
GHG emissions in the country. During 2015 and 2016, the Chilean
government prepared its National Action Plan on Climate Change
(PANCC), which includes a strategic line of mitigation whose main
objective is to “create the enabling conditions for the
implementation, compliance, and monitoring of the commitments
to the UNFCCC to reduce Chile’s GHG emissions and to contribute
consistently to the country’s sustainable development and to low
growth in carbon emissions.”
Regarding the Energy sector, which is regulated by the Ministry of
Energy, the increasing share of renewable sources in the energy
matrix of the country, the policies promoted by the sector that
have contributed to reducing emissions thanks to the inclusion of
clean energy, and the efficient use of energy, among others, can
be highlighted as having a noticeable impact on emissions
reduction. The development of the Energy Agenda and the Energy
Policy of Chile - Energy 2050- with a long-term view, align the
strategy and vision of this sector with the country’s environmental
objectives, specifically about the commitments on mitigation of
GHG emissions.
The Ministry of Energy, in close collaboration with the PMR
(through its Policy Analysis Work Program), is conducting a
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comprehensive assessment of the measures contained in the
Energy Policy for 2050, complemented by other feasible measures,
in order to estimate their mitigation impact. For this purpose, a
consultant team was hired to analyze and recommend a package
of policy instruments in the energy sector that can contribute to
the country’s international commitments and, at the same time,
be aligned with the various existing public policy initiatives on
energy and climate change in Chile.
The main results of the plan show that meeting the country´s NDC
implies a bigger than expected level of effort from the sector.
Some of the main messages from the plan are:
•
The relevance of energy efficiency to meet the mitigation
goal and to enable other mitigation actions within the sector. It is
not only important that energy efficiency goals are met as
expected, but also that they have to be achieved on time.
Otherwise, their positive impact on NDC achievement may be
diminished.
•
The transport sector plays a big role since it´s emissions
are continuously growing. In consequence, if the aim is moving
towards meeting the higher end of NDC, actions in this sector
need to be taken sooner than later. Electrifying the sector and
modal shift are among the most relevant actions.
•
Renewable Energy that allows flexibility to the electric
system is fundamental. The penetration of renewable energy is
aligned with the long term Energy Policy 2050, so how clean is the
country´s energy matrix will be a big question/challenge when the
country looks at mitigation options such as electrifying the energy
demand across sectors.
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The Mitigation Action Plan for the Energy Sector will be subject to
public consultation in late February, and then submitted for
review and approval by the Council of Ministers for Sustainability
and Climate Change on April 2017, and afterwards, it will be
published sometime before June 2017. Carbon pricing instruments
are considered in this Action Plan as relevant measures that will
need further assessment under the PMR initiative. The plan will
state the need to deepen understanding of the role that carbon
pricing should play if the country moves firmly towards a lower
GHG emissions pathway. Specifically, the plan will recommend
deepening the analysis and understanding of possible pathways
for the carbon tax, such as increasing the tax rate and/or
expanding its coverage to other relevant emissions sources. Also,
the plan will recommend a thorough analysis of an emissions
trading system for the energy sector (which could be in
combination with existing carbon tax). Offsets as well as other
complementary measures would be part of these analyses, which
will end up in detailed proposals delivered in the context of the
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PMR project.
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.
The mitigation action plan for the energy sector is considered a
very first step in the process of defining measures to achieve the
sector’s share of GHG mitigation commitments. There is still a lot
more to do in order to be in line with the Paris Agreement’s
commitments realization, including the continuous monitoring and
reporting of NDCs. A thorough understanding of possible
trajectories to 2030 (and corresponding measures), along with the
determination of sectoral responsibilities, a better understanding
of the costs and roles of private and public sector, as well as a
profound understanding of carbon pricing as a facilitative
instrument in this package, is still needed. The PMR initial phase
has been instrumental to help installing the discussion, including
strengthening the understanding of the infrastructure needed to
implement the carbon tax; nevertheless, those critical readiness
gaps are pending to be resolved. Article 6.2 of the Paris Agreement
opens a significant space for cooperation between parties to
enhance mitigation by using market instruments in the context of
NDCs and Chile is preparing the needed infrastructure --through
the PMR-- to make use of these arising opportunities.
Nevertheless, it is critical to understand and address the gaps
associated to the use of mitigation outcomes stemmed from
different carbon market approaches, and how these
outcomes/transfers are being reflected in the NDCs or national
inventories, or both.
In a more general context, the development of Chile’s institutional
structure and capacity-building on climate change issues in Chile,
according to the recent OECD environmental assessment report
for Chile, have shown substantial progress in recent years.
However, it is still possible to identify needs, gaps, and barriers
that hinder the development of more effective climate action in
the country. The main needs that cut across all areas are related to
the generation of appropriate institutions to facilitate the
development of actions on climate change in the country and a
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funding strategy which is consistent with the requirements that
are generated during the process.
Achieving the voluntary pre-2020 commitment and the INDC will
require concerted efforts across all emitting sectors. This will
entail moving beyond planning, analysis and standalone measures
to implementing policies that deliver a robust, coherent set of
climate policies across emitting sectors. There are three major
challenges that will need to be addressed to strengthen
implementation of mitigation actions.
1. The first is the need to further strengthen the current
institutional arrangements for embedding climate change
policy in government operations. The environment ministry
co-ordinates climate policy, but other ministries control policy
levers and resources for implementation. The absence of a
strong institutional mandate means that implementation of
climate policy depends upon the willingness and capacity of
the relevant ministries to take action.
2. The second major challenge is to ensure adequate and
sustainable financing for the implementation of climate
change policies.
3. The third challenge is on how to move to an emissions
trajectory that is consistent with limiting global temperature
rise to 2degC. This will require the development of measures
to achieve more stringent emissions reductions over time, as
well as avoiding locking-in emissions now that will make future
reductions more challenging to achieve.
Understanding the role that carbon pricing might play in achieving
this required-by-science trajectory is essential and still needs a
substantive effort in capacity building at all levels, although Chile
has already put a price on carbon with the introduction of a
carbon tax (see section iii below), which will help correct the very
low effective carbon price implicit in energy taxation, which is
currently among the lowest in OECD. However, features of current
electricity market design may mean that generators may not bear
the full carbon tax. Examining these interactions, expanding the
scope and providing a signal of the trajectory of carbon prices over
time would increase the effectiveness of the carbon tax in shaping
investment decisions (OECD report). (See the end of section 1 i)
above, which describes the main outcomes of the study on
impacts of the carbon tax, “Castalia-Kas study”, done with PMR
support)
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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.
Existing carbon pricing instruments:
Chile has set a carbon tax, within the general tax reform (Tax
Reform, Law 20.780), beginning on January 1st 2017. This tax is
applicable to all stationary CO2 emitting sources, that use
technologies of boilers or turbines, which have an added capacity
of 50 MWt or beyond (thermal capacity) in a single unit or several
units added within a facility. Thermal power generation by
biomass-based renewable sources is exempted.
The carbon tax is covering around 40% of total CO2 emissions,
coming from 85 installations. The price for emissions has been set
at USD$ 5 per tonne of CO2. There is no provision for a steady
increase in the CO2 tax or for an adjustment mechanism. It is a fix
value. And no provisions for compensation mechanisms (use of
offsets for instance) were adopted.
Together with pricing CO2, Chile has also introduced a tax on S02,
NOx, and PM for the same emitting sources regulated by the
carbon tax. The tax on local pollutants will be calculated on a case
by case basis, since it will depend on the population affected by
emitting sources and the social cost derived from these pollutants,
among other factors. A formula in the tax reform indicates how
this part of the green tax will be calculated.
In addition to the above, a tax on the sale of new cars considering
the expected NOx emissions over their lifetime 5 was also
introduced in these so called green taxes package.
The green taxes revenues, estimated in USD 250 million for 2018
(year of tax collection), are due mostly to CO2 emissions
(approximately 85%). If the scope of the tax is expanded to other
sectors/technologies, about 50% to 60% of total GHG emissions
could be reached, depending “how midstream” the tax could be
applied to other sectors (estimations still in development under
component 1 of existing MRP).
Emissions will be measured or estimated and reported by

5

This tax has been applied since December, 2014.
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regulated entities. The Superintendence of the Environment (SoE),
together with the Ministry of the Environment, has prepared the
corresponding MRV protocols that should be used by regulated
entities. The latter could also submit their own MRV
methodologies for the approval of the SoE. It should be
highlighted that both the report and the verification process are
still under development, and that the PMR support is being
essential in detailing its scope and design.
The stated objectives of the Carbon Tax and local pollutants are:
- To recognize the social cost of environmental damage caused
by climate change;
- To correct perverse incentives to pollute;
- To explain principles of environmental policy (e.g. polluter
pays principle, efficiency, and responsibility);
- To recognize the health co-benefits of reducing local
pollutants;
- To reduce GHG emissions

Planned carbon pricing instruments:
Besides the carbon tax, no other carbon pricing instruments are
currently planned by government authorities. However, possible
carbon pricing pathways are being explored under the PMR,
including an evolution and expansion of the carbon tax and a
transition to an ETS (in combination with current carbon tax
and/or offsets, or as a standalone instrument). These pathways
are intended to be submitted for consideration by high level
decision makers from government and private sector (including
ministers, congress representatives, CEOs and business
associations directors), as part of a decision-making roadmap 6.
The rationale for these considerations is that there is a need of
deepening understanding of the role carbon pricing instruments
should play in a low carbon economy, in a context where Chile will
have to achieve its commitments under the Paris Agreement, in a
sustained and efficient manner. Article 6 of this agreement opens
the window of cooperation with other parties in the transfer of
mitigation outcomes and in ensuring that proper adjustments to
NDCs and GHG inventories occurred. The country should be
prepared for such arrangements, and the PMR provides a crucial
support for that to happen. The readiness factor fostered by the
PMR is essential in this direction. In addition, regional approaches
in the context of the Pacific Alliance, for example, stems also as a
likely scenario for exploring linking opportunities. Specifically,
recent approaches to Mexico on this regard make this need to
6

There is no political mandate of taking decisions on these carbon pricing evolutions. Precisely, the PMR
project is intended to generate the political momentum for higher level discussions, and this may happen
during 2018-2019, after an evaluation of the carbon tax occurs.
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further explore other possible carbon pathways, something
worthwhile to evaluate in advance.
On the other hand, preliminary results on the impacts of the
carbon tax (Castalia-Kas study) show that some changes need to
be considered if a more relevant role in reducing emissions is
envisaged for this instrument, compared to current design. At the
same time, the role of offsets is not sufficiently understood if the
tax rate is decided to be increased in the future. Same needs of
further understanding this and submitting reasonable alternative
proposals is deemed relevant. And the PMR is helping the
government in setting these assessments, by building the
foundations to discuss the future carbon pricing policy in the
country.
Moreover, the private sector has expressed concerns about the
fixed approach of the carbon tax, in which no compensation
mechanisms was considered. This sector is willing to discuss how
carbon credits could be incorporated in its design. CDM
experience, the availability of CERs and other parties carbon tax
schemes combined with offsets (such as Mexico), have prone this
discussion.
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).
As explained, the carbon tax was introduced as part of a Tax
Reform, and was one of the commitments of President Bachelet
campaign program. There was no specific modelling work backing
its specific design. Nevertheless, during the MAPs Project
modelling (previous to the carbon tax official discussion), some
considerations were given to evaluate different carbon pricing
scenarios, but were different in context and coverage.
Nevertheless, this exercise could have provided some feedback to
decide on the instrument, together with other broad mitigation
exercises such as “Escenarios Energéticos” that have also looked at
possible carbon tax levels and their impact in emissions reduction.

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.
The Paris Agreement was ratified by Congress in late January 2017.
Among other implications, the iNDC submitted to UNFCCC
Secretariat in 2015 is now bounded to this ratification. At this
stage, there is no official instruction that this NDC would be
updated, so ranges and upfront information should remain the
same.
In terms of a tracking system for this first and subsequent NDCs,
the Ministry of the Environment has done a preliminary
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assessment of what type of tracking approach should be
appropriate. In this assessment, which counted on with the
support of the UK government, a carbon budget approach was
also included. Though it is clear that this type of steps forward
must be taken, time and a more thorough discussion is needed in
order to come up with the best approach to follow up the
implementation of NDCs and to decide on sectoral responsibilities
of mitigation actions. In the meantime, the Ministry of Energy is
taking the first step by designing the mitigation action plan for the
energy sector, with the core objective of achieving its share of
responsibilities with first NDC.

Template (v.3.0 – March 2016)
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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/TPs 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).
The following laws, directives and policies demonstrate Chile’s support
of and continued commitment to using carbon pricing approaches as a
tool to help it realize its commitments to climate change:
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-

Tax Reform, Law 20.780 (described above in section II.iii) was
designed during President Bachelet presidential campaign and
passed by Congress two years ago. It also contains provisions on
green taxes intended to levy CO2 and local pollutants emissions, is
implemented by the Ministry of the Environment (MMA), the
Superintendence of the Environment (SMA), the Internal Revenue
Service (SII) and the National Energy Commission (CNE).

-

Bylaw, Decree No. 18 (MMA): This legal instrument enables green
taxes to operate. It establishes the obligations and a procedure
related to the identification of the green taxpayers, and defines the
administrative procedures needed for the application of the tax
levied on emissions to the air of particulate matter, nitrogen oxides,
sulfur dioxide and carbon dioxide, according to Article No. 8 of Law
20.780.

-

Instructions for the quantification of emissions from fixed sources
affected by Article No.8 of Law 20.780, Exempt Resolution 1.053
(SMA). Establishes the protocols (methodologies and procedures) to
measure emissions of PM, NOx, SO2 and CO2.

-

Long-term Energy Policy “Energy for 2050”:
Chile’s long-term energy policy “Energy for 2050” was approved on
December 30, 2015 by the President of the Republic, after a broad
and participatory process that lasted almost two years. The Energy
Policy proposes a vision of Chile's energy sector by the year 2050 as
being reliable, inclusive, competitive, and sustainable. This vision is
part of a systemic approach in which the main goal is to achieve and
maintain the reliability of the entire energy system while meeting
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sustainability and inclusion criteria and contributing to the
competitiveness of the nation’s economy. These attributes allowed
us to establish the goal of moving towards sustainable energy in all
of its dimensions.
To make this vision a reality by 2050, the Energy Policy is sustained by
four pillars: Quality and Security of Supply, Energy as a Driver of
Development, Environmentally-friendly Energy, and Energy Efficiency
and Energy Education. The proposed measures and action plans shall be
developed on the basis of these pillars between now and the year 2050.
Regarding climate change, the policy is explicit in terms of setting
medium and long-term goals. For instance, for 2035, it states that this
policy will contribute to the COP 21 commitment of reducing the
intensity of GHG emissions in Chile by 30% compared to 2007 levels and
commits the implementation of a GHG Emissions Mitigation Plan for the
energy sector and of a plan to adapt the energy sector to the impacts of
climate change. For 2050, it states that “GHG emissions of the energy
sector are consistent with international thresholds and national NDCs”.
Carbon pricing is of importance here since, in combination with an
energy reform, it can provide important incentives for clean technology
investments, and therefore for a transition to decarbonization of the
economy. In this regard, the 2050 energy policy states the analysis of
other carbon pricing instruments to internalize the environmental
externalities associated to existing, and future energy infrastructure. In
this context, the policy explicitly notes that, “Through the Partnership
for Market Readiness initiative, in collaboration with the World Bank,
we will evaluate these economic and market-based instruments, such as
emissions trading systems (ETS or Cap & Trade), which aim to reduce
carbon dioxide and other greenhouse gases in the energy sector.”
Embedded in the energy policy are the relevant related goals on
renewables and energy efficiency that will have a great impact on
reducing GHG emissions and achieving the country´s commitments.
Among these:
• At least 60% of electricity generated in Chile comes from RE
sources (2035)
• At least 70% of electricity generated in Chile comes from RE
sources (2050)
• Promote the use of low emissions fuels
• The EE Law (under preparation)

Institutional arrangements:
Template (v.3.0 – March 2016)
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responsible agencies/ministries) for the implementation of the carbon
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pricing instrument(s).
The implementation of the current carbon tax and MRV system Law
20.780 (Tax Reform) mandates different roles for the following
institutions:
1. The Ministry of the Environment must specify an annual list of
entities that are subject to the carbon tax and local contaminants
starting in 2017. For that purpose, it has to establish and administer
a register of turbines and boilers of entities affected by the tax; this
ministry is also responsible for the issuance of a regulation for
administrative procedures to implement the carbon tax and ensure
operation of the overall MRV system.
2. The Superintendence of the Environment must define the system´s
characteristics for measuring and monitoring of CO2 and other
pollutants, and the requirements to certify those emissions (ex post)
that are reportable for carbon tax purposes. Further, this institution
is responsible for the definition (another regulation) and control of
the obligations stated for entities in terms of monitoring, registering
and reporting, as well as defining the minimum requirements for the
operation, quality control, insurance procedures for monitoring and
carbon/GHG accounting, the disclosure of additional information,
formats and means to report emissions for carbon tax estimation.
This entity will submit an annual report to the Internal Revenue
Service, containing consolidated information on emissions by each
tax payer, in a detailed format as specified in the by law (recently
approved by Congress).
3. The National Energy Commission and the dispatch energy centers:
they will participate in applying the apportionment mechanism
established in the Law, concerning electricity generation and how
the CO2 tax is being applied. For this purpose, the Internal Revenue
Service will send them the information on carbon tax calculations on
an annual basis.
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).
•

•
•
Template (v.3.0 – March 2016)

Tax Reform, Law 20.780
http://www.leychile.cl/Navegar?idNorma=1067194
Article 8 of this Law, which defines the green taxes, is attached as
Annex 4 (extracted from its official publication).
Intended Nationally Determined Contribution of Chile, found at
http://portal.mma.gob.cl/wp-content/uploads/2016/05/2015-INDCweb.pdf
Chile’s long-term Energy Policy “Energy 2050”
http://www.energia2050.cl/uploads/libros/libro_energia_2050.pdf
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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.
•
•

iii.

(see pages 79 and 113 in full document). A summary of this policy is
found in Annex 5.
Chile’s presence at CPLC event at COP22, Marrakech, included as
Annex 6.
Statements on Carbon Pricing by President Bachelet, including
during the 2014 Climate Summit in NYC, the high level statement at
COP 21 and COP22 and the National Event on Carbon Pricing in June
2016, all included as Annex 7.
Press note on carbon tax and the Energy Policy for 2050 by current
Minister of Energy, included as Annex 8.
Other relevant documents:
2° Biennial Update Report and Third National Communication, can
be found at
http://unfccc.int/files/national_reports/nonannex_i_natcom/application/pdf/nc3_chile_19_december_2016.pdf
Third National Communication, can be found at
http://unfccc.int/files/national_reports/nonannex_i_natcom/application/pdf/nc3_chile_19_december_2016.pdf

Official letter from Budget Department (Dirección de Presupuestos,
Ministerio de Hacienda), approving additional funding accession,
included as Annex 9;
Official letter from Congress, showing interest on Chile´s MRP
progress and willingness to be part of discussions and capacity
building activities, included as Annex 10.

Summary of stakeholder engagement and consultations with relevant ministries and other
stakeholders regarding the development of the proposal, including 7:

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 main components of the proposal for additional funding were
presented and discussed with the Consultative Group of Experts (see
description below) and the Steering Committee members. Bilateral
approaches with the Ministries of Finance and Environment were also
conducted. In parallel to the revision of this proposal by the PA
members, it is expected that discussions with local authorities will
continue, so all the comments received will be consolidated prior to
formal presentation at the next PA meeting.

7

Main features of additional funding activities were discussed with members of the Project´s Consultative Group of
Experts and representatives of the Ministry of the Environment. A more thorough discussion is needed before
presenting it to the PA in March 2017, and this is planned to happen in parallel to this drafting stage.
Template (v.3.0 – March 2016)
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Basically, the same institutional arrangements as per ongoing activities
will be used in governance framework during the implementation of
additional MRP activities. If any further revision is needed according to
the needs of this additional funding phase, changes will be informed
accordingly. The current structure is described as follows:
1. Ministry of Energy
The Ministry of Energy will continue acting as the Focal Point. In this
role, the Ministry of Energy will be responsible for the overall
supervision of the implementation of the proposed activities to
complement the initial PMR activities described in the section IV. “Scope
of work and additionality of proposed activities”.
The Focal Point will also coordinate the work needed with other
instances that participate in the implementation phase of the PMR-Chile
Project including, The Ministry of the Environment, The Steering
Committee, The Consultative Group of Expert and the PMR Secretariat
and World Bank Team.
2. Ministry of Environment
The Ministry of Environment is the State body responsible for the design
and implementation of environmental policies. It will be responsible for
the implementation of a Measurement, Reporting and Verification
(MRV) System and GHG Registry for any future new or evolved carbon
pricing instrument, considering the proposed activities to complement
the initial PMR activities described in the section IV. “Scope of work and
additionality of proposed activities”. This ministry will coordinate with
the Superintendence of Environment on matters regarding technical
MRV implementation. More specifically, the Ministry of Environment
may also have an important role in assessing and, potentially, designing
an ETS, if it is being considered by policy makers in the near future. This
Ministry should also have a fundamental role in ensuring the
compatibility of sectoral approaches to mitigation and contribution to
NDC targets. It will also need to closely monitor the overall progress
towards achieving NDC objectives.
3. AGCID
AGCID is a decentralized public institution that channels resources for
international cooperation to support Chile’s development and carry out
cooperation activities with other developing countries. Being familiar
with the protocols and procedures of the World Bank, AGCID will
continue to undertake the financial and procurement arrangements of
the project and overall coordinate the project implementation with
MoE. It will prepare and submit timely disbursement requests to the
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World Bank, prepare financial reports and contract external financial
audits.
4. Steering Committee
This Steering Committee (SC) is headed by the Ministry of Energy with
the participation of the ministries of Agriculture; Economy;
Environment; Finance; Foreign Affairs; Mining; and Transportation and
Telecommunications. Given the nature, scope and expected outcomes
resulting from the implementation of the PMR project, the SC
constitutes the primary engagement, collaboration and consultation
body in which key Ministries will continue to provide the necessary
policy and technical guidance during the implementation of Chile’s PMR.
The SC was established for the preparation and implementation phase
of the initial PMR with a role of providing technical and policy oriented
inputs. The SC will continue to have a vital role in providing these inputs,
in addition to the provision of sectoral information as needed.
If any relevant decision arises during this PMR ”second phase”
(additional complementary activities) that needs to be addressed at a
higher political level, the Steering Committee will submit this decision to
the Council of Ministers for Sustainability in its role of liaison to the
Council.
5. The Ministry of Finance
It is envisaged that the Ministry of Finance will have an increasingly
important role to play in relation to climate policy, in particular carbon
pricing, and financing. This Ministry is currently working on defining a
climate change financing strategy to strengthen local capacities to help
achieve the unconditional part of Chile´s NDC. As part of the Steering
Committee, this Ministry will also have a central role in the definition of
possible carbon pricing pathways, including mechanisms of revenue
recycling if they are proposed.
6. The PMR Secretariat
As relevant as it has been in the initial phase, the close involvement of
the PMR Secretariat in this additional funding phase will also ensure its
timely progress.
7. The Council of Ministers for Sustainability
The Council of Ministers for Sustainability, created in 2010 by Law
20.417, is a multi-sectoral body headed by the Ministry of the
Environment and includes the ministries of Agriculture; Finance; Health;
Economics; Energy; Public Works; Housing and Urbanism;
Transportation and Telecommunications; Mining; and Planning. Among
other tasks, the Council is in charge of proposing to the President of the
Template (v.3.0 – March 2016)
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Republic policies for the sustainable management and use of natural
resources, for designing sustainability criteria to be introduced in the
elaboration of planning policies and processes of ministries, and of
pronouncing on environmentally related draft legislation and
administrative acts coming from any ministry.
Given its institutional composition and direct link to the President of the
Republic, this body will provide high-level policy guidance to the steps
planned under, especially during the roadmap towards a political
decision on the implementation of a more carbon pricing instruments in
the future, such as the possible introduction of a system of emissions
trading as a complement to carbon tax and its overall role in Chile’s
climate policy. The Council of Ministers will have to decide on any bills
or administrative acts that could result from the implementation of
these additional project activities.
Either by request from the Ministry of Energy or by the Ministry of the
Environment directly, issues concerning key decisions from the roadmap
would be included in the Council´s Agenda if needs so require.
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.


Consultative Group of Experts

A Consultative Group of Experts (CGE) was established with the goal of
bringing other stakeholders to discuss low carbon development marketbased instruments and their suitability and applicability to the Chilean
situation. CGE is comprised of representatives of industrial associations,
research organizations and non-governmental organizations or NGOs.
The creation and overall coordination of this group was done through
the Steering Committee. A program of activities for this Council has
been established to mirror planned activities under Component 1, and
therefore will guide the preparation of public-private modes of
collaboration, in advance to carbon pricing road mapping in 2017.
Members of this group have been very active during the
implementation of the initial MRP, proving that the matters addressed
by the project are gaining increased importance after the carbon tax
entered into force. This group will continue to have a vital role in
providing inputs and advice during the course of the project´s additional
activities.
•

Private Sector and Public Companies

A crucial role for the implementation of carbon pricing instruments is
based on collaboration and participation of private companies that are
under regulation by current carbon pricing settings or are under
consideration for being included under the current tax, or under future
Template (v.3.0 – March 2016)

Page 23 of

TEMPLATE FOR ADDITIONAL FUNDING PROPOSAL-CHILE

carbon pricing instruments.
As it currently stands, the power sector plays an important role under
currently regulated entities and will continue to be so in subsequent
versions or modifications for carbon pricing policies. In a rather steady
way, different energy company representatives have stated the need to
revise current carbon tax design, with the aim of exploring the use of
offsets in future settings of this instrument: they are keen to use their
experience on the CDM and be able to utilize available credits to
compensate current tax. Moreover, they have shown being in favor of
broadening the scope of the tax to other sectors.
It will be important to consider the participation of the mining sector, as
it represents one of the most important economic activities in the
country and is a major energy consumer, yet currently stands outside
formal regulation on a technology basis (turbines and boilers).
The Project Focal Point will coordinate this participation.
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III. Progress made on PMR activities under the first proposal 8
The purpose of this section is to provide an assessment of the progress made on the initial PMR
activities, as outlined in the first proposal, as well as to report on the allocation of funds and
progress made on achieving the original objectives and outcomes.
ICPs/TPs are invited to provide the following information:
i.
Brief summary of the country’s most recent Implementation Status Report (ISR), including:
Objectives included in the first
Please list the objectives included in the first proposal.
proposal:
Chile’s PMR project is informing policy makers and stakeholders
on the different potential scenarios involving carbon pricing
instruments, their designs and options, associated implications
and potential impacts. In consequence, the objectives of the
Project are: (i) to support the implementation of the Chilean
carbon tax, establish the procedures and methodologies for
measurement, reporting and verification (MRV) and build
knowledge in the public and private sectors to implement and
monitor this mechanism; (ii) to evaluate some alternatives and
future scenarios to implement a more comprehensive carbon
pricing system (e.g. ETS, offsets), starting 2020; and (iii) to help
establish a national position on developments and advances in
carbon pricing instruments in the energy sector in Chile. In
parallel, and with support from the PMR initiative, an upstream
policy analysis has been performed, including an energy
mitigation plan in the energy sector, which will be released for
public consultation during February2017. It further identifies
additional measures and actions that need to be undertaken to
achieve its NDCs.
The four main components of this project are:
Component 1: Regulatory, Economic and Institutional Analyses
to assess the viability of a carbon pricing instrument for the
energy sector. Given the adoption of the carbon tax which
occurred during the initial implementation period of the first
proposal, this component was adjusted in order to incorporate
further analysis on how this instrument may evolve in the future,
together with possible transition to an ETS in Chile.
Component 2: Design and implementation of MRV framework
and Registry system (associated to the implementation of the
carbon tax). Given the legal attributes associated with data
collection for the RETC (the current mandatory reporting
system), as well as its ability to serve as a single platform for
emissions reporting, the Chilean Government through the PMR,
8

In this document, “first proposal” refers to the first Market Readiness Proposals submitted by PMR Implementing
Countries or the first Proposals for Targeted Technical Support submitted by Technical Partners to the Partnership
Assembly.
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is improving and strengthening the reporting and calculation in
the specific area of CO2.
Component 3: Communication strategy and stakeholder
engagement. This primarily includes the development of the
most appropriate stakeholder engagement and capacity building
strategy, which will promote the participation of public and
private entities in an active discussion of the role carbon pricing
instruments should play in achieving NDCs and fostering a low
carbon development.
Furthermore, the communication, consulting and high level
political engagement strategy envisioned by the Government of
Chile will be instrumental in ensuring sustainability of the
project.

Description of the progress made on
the initial PMR activities:

Component 4: Administration of the PMR project. Financing for
this component included a Project Coordinator at the Ministry of
Energy and additional staff support for the activities associated
to the preceding components.
Please provide a description of the progress made on the initial
PMR activities, including a list of relevant deliverables.
This section describes the main activities conducted under
components 1-3, and so, it does not refer to the staff contracted
under each item 9. See Annex 1 for most recent ISR.
In Component
implementation:

1,

the

following

studies

are

under

1. Analysis of international developments on carbon pricing and
their implications on Chile’s related public policies.
The analysis of the Paris Agreement, the different parties’
submissions on market instruments and the different
initiatives that promote carbon pricing and offsets
acquisition, were part of this analysis.
Status: 100%, final report under revision
Deadline: January 2017
2. Detailed evaluation of Chile´s participation in the CDM,
considering the new scenario of commitments under the
Paris Agreement.
The aim behind this study is to understand past and current
situation of CDM projects in Chile and CERs issuance,
9

As of December 2016, 25% of the Budget has been executed and 75% has been committed (contracted). These figures
include budget spending related to staff salaries and computing equipment. According to current execution pace, it is
expected that 50% of the total budget will be executed in March 2017.
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targeting at project proponents, to get first-hand opinion on
past experience and suggestions of how to use this
experience and results in this new “era” where Chile has
concrete GHG reduction commitments and has implemented
a carbon tax.
Status: 95% executed
Deadline: February 2017
3. Alternatives of design and additional measures to decide on
a more comprehensive carbon pricing instrument (i.e. an
ETS, a combination of ETS with the tax plus ancillary
measures), including a roadmap for decision making.
This consultancy will deliver detailed carbon tax and ETS
proposals for future consideration by government
authorities, including a roadmap for decision making.
Status: 30% executed
Deadline: July 2017
4. Design of a robust MRV system (MRV 3.0), based on a
Mandatory Reporting System, ETS and regionally compatible.
This study will build on the reporting improvements being
made for the RETC system in the context of the carbon tax, in
order to make this a more robust MRV system, including a
transaction registry as main figure. This study will evaluate
institutional and regulatory gaps, among others, aiming at
strengthening MRV capacities needed to nest a more integral
MRV, ETS compatible system.
Status: 5% executed, ToR received No-Objection
Deadline: Aug 2017
5. Design of an MRV Platform and a mitigation recognition
program in the energy sector.
This activity is intended as a starting point needed to initiate
the construction of the accounting system required under
Article 6 of the Paris Agreement (and under this agreement
as a whole). Though complementary to study on MRV 3.0
above, this is considered rather an MRV system of actions in
the energy sector. NAMAs, progress in policies
implementation and private sector initiatives with concrete,
measurable mitigation outcomes might well be “MRVied”
under this platform.
Status: 5% executed, ToR under bidding process
Deadline: Aug 2017
6. Design of an ETS Simulator for the energy sector.
Given the steps and progress made by Mexico and Brazil on
this tool, the objective of this activity is to adapt the tool to
Chile´s reality and to start learning in practical terms, all the
specificities and capacities associated to this instrument.
Template (v.3.0 – March 2016)

Page 27 of

TEMPLATE FOR ADDITIONAL FUNDING PROPOSAL-CHILE

Status: 0% executed, ToR under design
Deadline: Aug 2017
Relevant consideration:
Activities 3 to 6 are expected to move into an operational status
with additional PMR funding (see section 4 on the core elements
of the proposed additional activities). Activities 1 and 2 will be
used as base material during the roadmap for carbon pricing
decision making described in section 4.
In Component
implementation:

2,

the

following

studies

are

under

1. IT Security and computer procedures study.
This activity will provide a diagnosis of the security system
and computer procedures used by the Ministry of the
Environment and the Superintendence of the Environment in
the context of the carbon tax. As results, a detailed diagnosis
of the physical, logical and professional conditions installed
in the MMA to house the Registry that will support the
application of the carbon tax and the development of a
computer security protocol for the carbon tax (and other
potential economic instruments), will be delivered.
Status: 100% executed
Deadline: April 2017
2. Design of the MRV System to implement the carbon, scalable
to other emissions, sectors, and instruments.
This consultancy will support the development of the
Reporting System and propose an Emission Verification
System that responds to the collection and veracity
requirements of the information that will support the
collection of green taxes.
Status: 35% executed
Deadline: July 2017
3. Implementation of the carbon tax MRV System to implement
the carbon, scalable to other emissions, sectors, and
instruments.
This study is intended to improve the Emission Measurement
Protocol developed by the Superintendence of the
Environment, to broaden its scope to potential new areas
and pollutants affected by carbon price instruments, and
technically support the establishments regulated by the
green taxes.
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Status: 30% executed
Deadline: July 2017
In the context of the carbon tax implementation, the Ministry of
the Environment and the Superintendence of the Environment
prepared the bylaw (approved) and the MRV Protocols, and
conducted a series of dissemination workshops in Santiago and
in other cities during 2016. Additional staff was hired in this
context.
Relevant consideration:
It is expected that a considerable experience on MRV issues
related to the carbon tax will be gained under existing MRP, all of
which needs to be sustained and further strengthened to nest a
more robust MRV system, ETS compatible, aimed at better
positioning the country to use the linking opportunities under
Article 6.2 of the Paris Agreement. In this context, proposed
additional activities in section 4 to strengthen MRV capacities are
complementary and a step further compared to existing activities
under Component 2.
In Component
implementation:

3,

the

following

activities

1. Design and implementation of a
Consultation, and Engagement Strategy.

are

under

Communication,

The consultancy started on august 2016 and will end by June
2017. It has produced the following intermediate
deliverables:
- A diagnosis of communication and capacity building
needs and challenges of the PMR Project, including the
profiles of the key sectors/actors.
- A proposal of Communication, Consultation, and
Engagement Strategy, which -based on the diagnosis- the key
actors, communication objectives and goals, messages,
corporate identity, communication approaches and channels.
- A proposal for a mass media plan.
- A capacity building plan aimed at strengthening
stakeholder´s knowledge on carbon pricing instruments,
MRV requirements and international commitments, among
others.
Status: 60% executed
Deadline: June 2017
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2. Design and Implementation of the Project´s Web Platform.
This Web page is available as of December 2016.
Status: 100% executed
Deadline: Dec 2016
Relevant consideration:
The Communication, engagement and capacity building strategy
is considered an ongoing process that should continue beyond
the initial MRP phase. Its positioning during this initial phase will
be crucial to sustain the momentum and position the project´s
main deliverables. As such, it should continue and be
instrumental to the roadmap for decision making stated in
section 4 below, under activity 1, proposed for additional
funding.
Relevant Deliverables of initial PMR activities:
1. Detailed carbon tax and ETS proposals and a roadmap for a
high level political discussion until 2020
2. Design of GHG Mandatory Reporting Guidelines across all
sectors
3. Security Diagnosis and Strengthened MRV for the carbon tax
4. Design of an MRV Platform and recognition program for
mitigation actions in the energy sector
5. Design of an ETS Simulator in the energy sector
6. Communication, engagement and capacity building strategy
Note: Deliverables 1-5 are intended to move to an
implementation mode under additional funding activities
proposed in section 4 below.
The following table summarizes progress made in achieving
these deliverables and uses a traffic light approach to indicate
possible risks:
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Summary of progress made on initial MRP
Component
Start Date
Main Deliverables
Analysis of international developments on carbon pricing and
sept-16
their implications on Chile’s related public policies
Detailed evaluation of Chile´s participation in the CDM,
considering the new scenario of commitments under the Paris
nov-16
Agreement
Alternatives of design and additional measures to decide on a
1
more comprehensive carbon pricing instrument, including a
dec-17
roadmap for decision making
Design of a robust MRV system (MRV 3.0), based on a
apr-17
Mandatory Reporting System
Design of an MRV Platform and a mitigation recognition
apr-17
program in the energy sector
Design of an ETS Simulator for the energy sector
apr-17
Diagnosis of computer security system for the emissions
nov-16
registry
2
Design of Carbon Tax MRV
jan-17
Implementation of Carbon Tax MRV
dec-17
Comunication, Consultation, and Capacity Building Strategy
aug-16
Project webpage, merchandising and overall dissemination
3
jun-16
materials
Technical Participation Workshop program
oct-16
Impacts of the Carbon Tax in thermal power generation
nov-15
UPA/PAW* Interaction between the Carbon Tax and the Energy and
nov-15
Environmental Policies
Energy Sector Mitigation Plan (Policy package for NDC
jun-16
TWP*
compliance)
*These studies/activities are considered complementary to existing MRP activities

Finish Date

Status

Risk

jan-17

100%

100

feb-17

95%

90

jul-17

30%

80

aug-17

5%

50

aug-17

5%

50

aug-17

0%

50

mar-17

100%

100

jul-17
jul-17
jun-17

35%
30%
60%

80
80
80

mar-17

100%

100

aug-17
mar-16

30%
100%

80
100

mar-16

100%

100

mar-17

95%

95

Note: the risk is more related to achieving deliverables on time (rather than a deliverable in its essence)
Progress made towards achieving the
expected results and outcomes of
activities under the first proposal:

Please provide an overview of the progress made towards
achieving the expected results and outcomes of the activities
under the first proposal, as outlined in the relevant results
framework.
See Annex 2 on progress made under the first proposal.
Comments are based using the intermediate results framework
indicators established in the Project Appraisal Document.

ii.

Important policy or regulatory developments:

Please describe all important policy or regulatory developments related to the objectives and activities laid
out in the first proposal.
Considering mandates stated under the Tax Reform for Education and Long-Term Energy Policy, and more
recently the commitments adopted under the Paris Agreement, adjustments were made on a technical
level in Components 1, 2 and 3, to accommodate a shift in priorities that now focus on the implementation
of the current carbon tax and its MRV system. This is because the carbon tax was not enacted at the time of
the approval of the MRP. The MRV system is being designed as “ETS compatible”. This reflects in a new regrouping of the original procurement plan subcomponents. For instance, under Component 1, a focus on
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building on the current carbon tax (and considering carbon tax design alternatives), is a more recent
priority, compared to an original focus mostly on market mechanisms (ETS and carbon markets).
Nevertheless, the perspective of moving to a more complete instrument in the future, such as an ETS for
the energy sector, remains as a core element of this Component (and of the PMR project as a whole).
Moreover, according to expert opinion 10, the fact that this tax levies emissions instead of directly tax fuels,
it may turn to be a positive advantage if an ETS is decided afterwards, since regulated entities would get
used to MRV emissions and build the infrastructure to nest this type of instrument in advance.
On the other hand, the Energy policy for 2050 (described in previous chapter), could be considered also as a
backing policy for carbon pricing instruments, since it states the need to understand the role of market
instruments in achieving a low carbon future matrix. The PMR is mentioned here as a relevant initiative to
support these analyses. More recently, the Paris Agreement opens the window for cooperative approaches
under Article 6, which imposes critical challenges in terms of robust accounting towards NDC achievement
when the international transfers of mitigation outcomes occur. This is something the country needs to
better understand and be prepared to make use of these arrangements in the near future.
A related policy development, though not changing but rather reinforcing this goal of looking into more
comprehensive carbon pricing instruments, is the recent 2016 OECD Environmental Performance Review
for Chile, which on climate change and carbon pricing, suggests revising current carbon tax rate (to increase
it) and expand its coverage. In addition, it recommends evaluating an ETS for non-carbon tax regulated
sectors.
iii.

Initial funding that has been committed for each of the activities under the first proposal:

Please provide a brief report on the amount of initial funding that has been committed for each of the
activities under the first proposal.

The total cost of the initial funding is US$ 4.38 million. This comprises the US$3 million PMR
Grant and US$ 1.38 in co-financing from the Government of Chile. Project costs are tabulated
below:
Component
Regulatory, economic and Institutional Analyses
needed to study carbon pricing instruments for the
energy sector in Chile
Design and implementation of MRV and registry
system
Communication strategy and stakeholder
engagement
MRP Implementation Coordination
TOTAL

Total estimated cost
(US$‘000)
1,810

PMR Funding

1,560

1,100

510

400

500
4,380

300
3,000

1,200

As of December 31, 2016, the committed (contracted) budget of the PMR Chile amounts to US$2.257.552,
which represents 75% of the Project´s total budget, as shown in the following figure:
10

In the context of Activity 3, Component 1
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USD

COMMITTED BUDGET AS OF 31 DECEMBER 2016
3.000.000

3.000.000

2.257.552

2.500.000
2.000.000
1.500.000

683.934

1.000.000
500.000
-
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IV. 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 complement the initial PMR activities (as outlined
in the country’s first proposal) and therefore help fill the identified readiness gaps.
ICPs/TPs 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 sustainability of the project is anchored in Chile’s overall development agenda, its Energy Policy
2050, its National Climate Change Action Plan, and political will to reduce carbon emissions in a cost
effective manner. Given these solid anchors, it is likely that the activities contained within the PMR
activities will yield results that extend beyond the lifetime of the PMR. The MRV system is expected to
continue to run indefinitely after the PMR project is completed and will be a key component of any
climate change mitigation policy Chile will adopt and implement in the future. Similarly, the results
will be reflected in the design and potential implementation of an ETS or in a robust implementation
(and possible evolution pathways) of current carbon tax.
Chile hereby submits a proposal for additional PMR funding in the amount of US2MM (maximum
allocation), with the aim of complementing ongoing activities related to its initial MRP. The basis or
core approach for requesting this additional funding stems from the need to give continuity to the
project and to implement the products generated in its first phase. Current carbon pricing
developments (mainly in the Latin American Region), as well as the opportunities that the Paris
Agreement opens in terms of carbon pricing instruments and their use in achieving nationally
determined contributions, are key aspects that have also taken into consideration in formulating this
outline.
In this context, the additional funding requested will be used to implement the following:
1. Implementation of Roadmap for decision making on future carbon pricing policies in Chile
Initial PMR activities under Component 1 of the project will deliver a detailed proposal on how the
carbon tax should/might evolve in the future (i.e., considering propositions for an increase in the tax
rate and/or broadening its coverage to other relevant sectors such as mining and cement), as well as a
detailed proposal for adding other carbon pricing instruments such as an ETS, using offsets, crediting
schemes, or even hybrid systems that include all or some of the instruments mentioned.
The main purpose of this new activity is to help develop a national dialogue on the results of the study
funded under the current MRP and to explore the implications of taking forward the different options
that will be presented in this report. As such, the readiness gap that such activities will address is the
limited knowledge and understanding at senior levels in the government and private sector as to
whether and how Chile’s current carbon pricing activities need to evolve/mature. Given that there is a
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need to engage high level decision makers from public and private sector in the discussion of these
proposals 11, a roadmap for high level decision making is needed. A similar approach was indicated in
the original MRP regarding an ETS, nevertheless it could not be implemented because of the carbon
tax decision. In order to avoid contradiction between policy approaches, this discussion was put on
hold. Consequently, funding had to be reallocated to strengthen other components and activities,
much of it went to support the implementation of the carbon tax. The rationale of now bringing again
the ETS into the scene responds to the changing international context in terms of the arrangements
under Article 6 of the Paris Agreement, which might be easier to capitalize on with a domestic ETS; in
addition, the increasing interest in a regional carbon market through the Pacific Alliance, makes these
ETS rationale even more encouraging.
Needless to be emphasized, a bit of time needs to be left to absorb the carbon tax experience, before
a new carbon pricing pathway is decided. But a parallel discussion on an ETS, for instance, would be
valuable in itself and would left the country with priceless experience and MRV/registry infrastructure
being implemented as a non-regret outcome.
Additional PMR funding will be used to implement this roadmap. Based on these specific proposals,
additional funding will be used to implement this roadmap. Among others, an evaluation of carbon
tax´s first year of implementation and technical workshops along with high level discussions on the
role of carbon pricing instruments in Chile with ministers, Congress men and business associations,
will be developed. Additionally, capacity building activities, seminars with International experts,
technical and high level in-country visits to relevant jurisdictions, as well as for implementing
technical work programs stemmed from these visits, are expected. Discussion papers derived from
prioritized carbon pricing alternatives, will be the main vehicles to promote these high-level
discussions. It is expected that key decision making points will follow from these discussions. The
main activities of this roadmap will be proposed during MRP initial activities under Component 1.
In this process, it is likely that the need to deepen the analysis of the proposals might occur, which
may in consequence lead to a rethinking of the designs discussed. So some funding may also be
needed for additional technical and regulatory studies that will help decision making on future carbon
pricing alternatives.
Estimated cost for this activity: USD 500.000
Timeline: second half of 2017 until 2020.
Deliverables:
-High level discussion papers to help policy makers and high level decision makers from the private
sector, to decide on which carbon pricing alternatives are the most suitable for the country in the
future. At least, three discussions papers based on these proposals (ETS, carbon tax and offsets) will
be prepared for high-level discussions.
- Evaluation of the carbon tax first year of implementation (it will be used to feed these proposals).
-Technical workshops/seminars briefings targeted to high-level officials from governments and
11

In previous sections the need of further exploring other carbon pricing initiatives has been made, in the context of
linking opportunities behind the Paris Agreement and encouraged by regional approaches already made (specific case
with Mexico).
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private sector representatives (Senate, Lower House Chamber, Ministers, Cabinet members, CEOs and
others).
-In-country visits to relevant jurisdictions such as California, Quebec, British Columbia and Mexico 12,
in order to learn about their experience and arrangements, and to sign cooperative technical
agreements.
-High level decision making agreements (key decision points), as a result of high-level discussions fed
by technical papers and other elements.
-Additional technical and regulatory studies with the objective of fine-tuning the proposals of
evolution of the carbon tax and ETS, as needed.
- Press releases and dissemination notes
- Dissemination materials and documents (through webpage and other media sources)
2. Implementation of Mandatory Reporting System across all sectors 13, compatible to operate
in possible conditions of an extended carbon tax system or an ETS in Chile, and in line with
similar reporting systems in the LAC Region or abroad.
This Mandatory Reporting System is intended be a state-of-the-art MRV System that will be designed
under PMR initial activities (first half of 2017), following the Mandatory Reporting Guidelines
developed under PMR Technical Work Program. It will also consider (and be built on) the experience
gained with the implementation of the improved MRV system for the carbon tax (i.e. “MRV 2.0”), as
well as the current regulatory requirements in this area, such as the thermal power regulation and the
Supreme Decree 138 (which is the existing reporting system in the country, for a number of
parameters but not specific for CO2). Based on the ad-hoc guidelines developed under the PMR
Technical Work Program, one of the desired outcomes of this study is to define a GHG mandatory
reporting system, which would improve data collection and reporting, would expand the scope of
emitting sources, providing the foundation for a more robust and expanded MRV system that will be
the basis to prepare both regulated entities and government institutions, for a decision-making
process and further operation of an ETS. This improved MRV system will include the function of
emissions and transactions, in order to make it ETS compatible. As stated previously, there is no
mandate or decision made to go for an ETS in the short term. The carbon tax is the path the country
has chosen to put a price on emissions. However, strong arguments such as preparing the country in
advance to participate in cooperative approaches under the Paris Agreement or the initial
conversations within the Pacific Alliance countries, make these preparations worthwhile. The MRV
capacities that will be gained, together with preparing the private sector for more comprehensive
carbon pricing instruments, are deemed as non-regret outcomes that would also serve for other
public policies purposes.
Additional PMR funding will be used to implement these mandatory CO2 reporting guidelines across
all sectors. A technical and high-level discussion should precede its operational phase, which could be
thought to happen during the second half of 2018.
Taking into consideration progress made on these matters, especially in the LAC Region, this MRV 3.0
will be designed to be compatible (or very similar) to those existing or planned ones in other Latin12

With California and Mexico there has been concrete discussions on how to move forward with technical agreements;
with BC, a draft agreement was discussed; further actions are pending to sign it.
13
This is referred as “MRV 3.0” in the ISR as attached in Annex 1.
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American countries, such as Mexico, Peru, Colombia, Costa Rica and Brazil, and also in jurisdictions
such as California and Quebec.
A goal at this stage is to explore the feasibility of homogenizing the MRV systems used and be able to
promote a regional common MRV system. The establishment and operationalization of technical
cooperation agreements with other countries and jurisdictions in the region, including Brazil, Mexico
and possibly California, would help in moving towards this regional MRV systems
homogenization/compatibility.
Given the fact that the carbon tax implementation has just started and so, an evaluation of this first
stage should be done, at least after its first year of implementation, initial discussions on the
improvement of current MRV system is being thought as positive in many senses. Some stakeholders,
including public and private entities, think that there is the need to be prepared if a future decision is
taken in the line of an ETS or the use of offsetting mechanisms. The Paris Agreement is a good
example of where the international community would like to be heading in terms of carbon markets,
so, there seems to be growing consensus that MRV capacities related to international transfer of
mitigation outcomes should be built from now, instead of waiting for what may happen in the future.
Activity 2 outcomes would be relevant, valuable activities even if the country decides not to pursue an
ETS in the short term, because this will encompass learning and institutional strengthening benefits
on MRV matters that may go beyond the use of carbon pricing instruments. It will create MRV
capacities in regulated entities that would be beneficial to other intended public policies, including
the follow-up process for NDCs.
Estimated cost for this activity: USD 500.000
Timeline: second half of 2018 until 2020.
Deliverables:
-MRV system 3.0, based on a Mandatory Reporting System, in place and operating, ETS and regionally
compatible.
-Technical cooperation agreements in place with relevant countries and jurisdictions, such as Mexico,
California, Quebec and British Columbia, among others deemed relevant. These agreements will focus
on MRV methodologies, mandatory reporting systems, institutional designs, capacity building
programs, and in-country visits (including technical fellowships or internships).
-Regional workshops that will promote exchange of experiences and knowledge on MRV, and
promote this concept of integrated MRV systems. Representatives from Mexico, Brazil, Colombia,
California, British Columbia and Quebec are expected to be attendees to these workshops, together
with national stakeholders. In addition, the experience of some EU-ETS member countries will also be
considered, such as Germany, the UK and Switzerland.
-South-south cooperation for integrated MRV systems, which could be understood as the provision of
technical support on MRV from a more advance developing country on these matters to other partner
country in the region. The Pacific Alliance could be a suitable forum of support to these initiatives.
Chile´s experience on the application of the carbon tax, as well as Mexico´s work on its national MRV
framework (RENE), could be promoted and discussed within these regional exchanges.
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3. Implementation of MRV Platform and Mitigation Recognition Program for the energy sector
The Paris Agreement requires robust MRV methodologies to follow-up and inform progress on NDCs
implementation. While the activities under the initial PMR proposal would lead to the design (and
implementation through additional funding) of the MRV system compatible with an ETS so that it will
include a registry of emissions (see section 2 above), the establishment of a bottom up approach to
measure, report and verify different mitigation actions in the energy sector was not considered in the
initial MRP. If the use of carbon pricing instruments plus additional mitigation actions would be of
Chile’s desire towards achieving its NDC, the building of this platform could be thought as a first step
in building the robust accounting needed under Article 6 of the Paris Agreement. Hence, this MRV
Platform responds to the need of starting tracking the actions from the energy sector that will
influence the achievement of the NDC. On the other hand, this platform will connect/integrate with
the national MRV platform envisioned by the Ministry of the Environment.
Additional PMR funding would be used to implement the platform and recognition program
designed under the initial PMR activities. This would imply at least, to put in practice the design both
in terms of IT requirements and human capacities. Any existing progress on MRV of actions would be
taken into consideration (such as the follow-up approaches to NAMA implementation and energy
efficiency programs).
Within the considerations for the implementation of the platform, and as a means to promote the
population of data, a system of recognition of mitigation actions for those companies or organizations
that report the required information in ad-hoc formats, will be implemented.
Estimated cost for this activity: USD 400.000
Timeline: second half of 2017 until mid-2019.
Deliverables:
-MRV Platform of mitigation actions in the energy sector, which would be the first step towards the
development of the accounting framework needed under Articles 4 and 6 of the Paris Agreement.
-Accounting methodologies to be applied to make robust follow-up of mitigation actions in the private
sector.
-Recognition program to private sector mitigation activities, including a “certificate approach” to
materialize this recognition.
-Technical workshops aimed at gathering information on mitigation activities performed by private
sector, as well as creating the MRV capacities and promoting incentives to participate in
-Technical overseas visits (to countries/jurisdictions with similar platforms such as Australia)
-Capacity building
4. ETS Simulator Implementation
Under PMR initial activities, some USD70.000 will be used to advance the design of the ETS Simulator.
Cooperation agreements with Mexico and Brazil, together with the provision of technical support
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needed to design/adapt the software will be addressed under this allocated funding. A short
consultancy to support this design is considered under initial PMR, and its implementation is
envisioned with additional funding. This activity would be complementary to the proposal of an ETS
for the energy sector, in the sense that it could be treated/meant to be sort of a case study for this
instrument. This ETS simulator “stage” could be part of the decision making roadmap of activity 1.
This activity is intended to sensitize, mobilize and articulate business leadership to manage GHG
emissions and climate risks, along with proposing public policies towards a low carbon economy.
With additional PMR funding, the ETS Simulator is expected to be implemented, following the
guidelines of the design phase and in line with the simulators already in place in Mexico and Brazil. In
addition, the costs of putting in place and operating the simulator are also considered. As minimum,
the following activities are considered:
•
•
•
•
•
•

Team conformation to do research, prepare and conduct workshops and structure the trading
platform,
Events with companies to jointly build the trading system/platform,
Trading Platform development,
Training for initial operations of the system,
Development of carbon intensity indicators, and
License and maintenance of the platform.

Some desired/expected outcomes from this activity include fostering a dialogue among stakeholders
on ETS; developing capacities within government agencies and companies regarding ETS operation;
and estimating human and budgetary needs to run such a system.
Estimated cost for this activity: USD 800.000
Timeline: beginning of 2018 until mid-2020.
Deliverables:
-ETS Simulator for the Energy Sector in Chile
-Cooperation agreements with Mexico and Brazil
-Consultancy outcomes for the simulator design
-Technical workshops
--Capacity building
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ii.

Outstanding readiness gaps and risks/barriers to achieving the objectives of the first
proposal and the country’s overall mitigation goals:

Please provide a description of the outstanding readiness gaps and risks/barriers to achieving the
objectives of the first proposal and the country’s overall mitigation goals, including, as applicable,
rationale for not including the proposed activities in the original MRP proposal.
Initial findings regarding country readiness to carbon pricing policies are not few and are mainly set
upon political will and knowledge, throughout many stakeholders, about the topic. During the first
phase of the PMR, and through the component of communication, consultation and training, these
became quite noticeable. In consequence, readiness for carbon pricing is a continuous process, and at
this stage, more knowledge and capacities are needed to really understand the role of these
instrument in a longer-term perspective
The knowledge gap regarding carbon pricing instruments and related infrastructure and resources
needed is especially important among a broad set of government agencies and legislators. Although
they express a minor understanding of the country’s commitments towards tackling climate change
and overall mitigation, they do not show in-depth knowledge of mitigation mechanisms, especially
more advanced carbon pricing mechanisms, such as Emissions Trading and Crediting Schemes.
However, the passing of a carbon tax is evidence that this is changing and efforts to boost the
evidence base for the use of carbon pricing instruments has been effective. Broadly speaking, carbon
pricing still remains a relatively unknown concept among Chileans, despite a popular concern for
climate change and its impacts for the country. Even though the carbon tax gave the country the first,
strong indication that the country was moving forward towards implementing carbon pricing in its
strategy to fight climate change and reduce emissions, there has been recurring requests from the
private sector to explore more flexibility measures that may support more cost-effective ways to
comply with regulations to cut emissions. More transversal, economy-wide measures, such as
broadened economic instruments (taxes that target all economic sectors or measures for revenue
recycling for example), the use of offsets, and even looking at ETS have been pledges circling around
the thoughts of private actors. This provides further support to the fact that more information is
needed on the efficacy and applicability of such measures within the country’s context.
As a corollary of the above, evidence so far seems to indicate a huge gap of knowledge on how carbon
pricing mechanisms operate. This, as seen from a more technical perspective, since through the first
phase of the PMR a great deal of resources has been allocated to strengthen current technical
capacities and provide technical assistance in the design and implementation of the necessary MRV
systems. Furthermore, the private sector has been struggling with several aspects of the
implementation of the carbon tax, as evidence for the lack of preparation of the sector with regards
to emissions measurement and verification. There is an important aspect of setting a robust system to
measure, report and verify emissions, mainly evidenced by a very limited market of entities that
provide measurement and certification services, which may further harm public-private collaboration,
as it could affect by increasing the costs of MRV activities. In this sense, the gap indicates the need for
a preparation of an informed, well-trained MRV service industry.
The recent experience with the implementation of the carbon tax indicates that there is a need to
improve current MRV that supports carbon tax implementation (mainly protocols and guidelines); to
simplify associated processes, but at the same time, to strengthen security and traceability of the
information behind measurement, reporting and verification. In order to start closing these gaps,
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current Register and information system need to be improved, together with implementing a GHG
Mandatory Reporting System, which could be based on current Supreme Decree 138. As stated in
previous sections, such a system would improve data collection and reporting, would expand the
scope of emitting sources, providing the foundation for a more robust and expanded MRV system
that will be the basis to prepare both regulated entities and government institutions, for a decisionmaking process and further operation of an ETS. Summing up, there is an evident need of
strengthening private and public sector skills and capacities on MRV related issues, targeting
professionals and technicians both from regulated entities and enforcement governmental branches.
Building up on the last two paragraphs, there is also a lack of knowledge on the economic impacts and
financial flows regarding the use of carbon pricing instruments. Past evidence did show that the CDM
was able to put significant financial resources in motion for emission reductions projects, and though
many stakeholders believe that market-based mechanisms such as the CDM could hold the key for
climate goals compliance – many do emphasize on the benefits of an ETS for example – very few
actually understand the mechanics behind an operation of these mechanisms and their overall
expected economic impact. This strongly suggests that a more thorough and practical approach is
needed to provide evidence and information towards the debate and further decision-making
processes for the use of carbon markets. The evaluation of the carbon tax´s first year of
implementation will be a necessary action to pursue, in order to learn about the challenges and
corrective measures if needed. Additionally, it is unclear which institution in Chile has the legal faculty
or which would be the best suited to manage the infrastructure required to follow and supervise the
financial flows and accounting of emissions trading activities.
Another identified gap found regarding environmental information, was the lack of measurement of
mitigation actions within the country, even though many measures that have resulted in emission
reductions have been put in place. Chile has set forth a strategy for a NAMA MRV system through the
Ministry of Environment, yet there is still no national policy that helps bring this into force. Therefore,
the initiative has been slow, and though it shows potential, it requires a boost from the energyintensive sectors. Another example of lack of emission reductions information is with the Clean
Development Mechanism (CDM). Even though Chile was a great promoter of CDM projects, with 151
projects that received a letter of approval from the Designated National Authority and with 102 being
registered under the CDM, the country never established a proper tracking system to follow Certified
Emission Reductions (CERs) from Chilean CDM projects, which has resulted in a lack of knowledge as
to the where the resulting CERs were finally allocated and therefore not all of them may be
contributing to the Chilean contribution goals. There is a need to have a robust and transparent
platform for monitoring greenhouse gas (GHG) emissions and emission reductions schemes.
Other (rather not explicit risk) is the pending definition of how the NDC will be achieved by
responsible sectors. The Ministry of Energy has taken the lead in linking the Energy Policy measures
towards achieving the sector’s share of the country’s NDC, but there is still a pending decision in
defining the way forward. This may relate to the fact that there has not been a specific commitment
or mandate to establish a system to track the country’s NDC goal or just how exactly the country will
comply with its NDC. The related gap in this sense is to have more information on the requirements
for such activities, which should be captured by further impact and cost assessments for the
implementation of measures needed to carry them out. Moreover, the need to reflect and track the
use of carbon market instruments towards achieving NDC targets is something that needs to be
14

This is different to the Registry of emissions and transactions. It is a “Register” of turbines and boilers of entities
affected by the tax that must be established on an annual basis by the Ministry of the Environment (see Tax Reform,
Law 20.780).
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further understood and addressed, given the path the country has chosen by launching the carbon tax
to help tackle GHG emissions. As this instrument has been designed to regulate CO2 emissions (i.e. a
more downstream approach), regulated entities would get trained and get accustomed on how to
measure, report and verify emissions, which in turn may facilitate the introduction of an ETS in the
future. With this expected non-regret result, Chile might be preparing the bases to be able to start
cooperation with other countries under Article 6 of the Paris Agreement. As this is closely related to
NDC achievement, a clear readiness gap is yet to be addressed in this context. The need to establish
robust MRV methodologies and accounting procedures is still needed to avoid double counting if
linking or cooperation with other countries and jurisdictions is promoted in the near future.
Finally, as it may be a usual case, there is always the risk of political will or even some politicians -or
well positioned persons- that are detractors of market solutions to environmental problems. A proper
discussion of these elements needs to be well informed, where the debate has open possibilities and
suggestions rather than unilateral points of view. This means that the topics needs to be put in the
agendas of political actors and communicators, through educational platforms, examples and
exchange with countries with successful carbon pricing policies, the practice and exercise of
alternatives to be given a chance to prove their national feasibility.
Most, if not all of the above mentioned, require training and discussion, for the purpose of setting the
word to the general public in an open debate to resolve which mitigation alternatives provide the
best support to climate related policy. The work needed to put this matter forward is public debate
with hard evidence and training for decision makers and relevant stakeholders, with a robust and
transparent information system.
iii.

Assessment of how the proposed activities are expected to complement the ongoing
activities and help fill the readiness gaps:

Please provide an assessment of how the proposed activities are expected to complement the ongoing
activities and help fill the readiness gaps, including overcoming existing risks and barriers related to
implementation.
The proposed activities are complementary to ongoing MRP activities, since they are seeking to
provide continuity and be operational to what was defined and executed during initial PMR project.
Hence, activities under the additional funding request, are expected to broaden the scope for the use
of carbon pricing instruments. On the one hand, the initial MRP was substantially consistent with
creating a roadmap for the implementation of an Emissions Trading Scheme (ETS) in the country,
however, during the last elections and the resulting changes in government, political decisions were
made towards the implementation of a carbon tax which required some of the activities under the
initial MRP to be switched to consider the tax scheme. These resulted mainly in a MRV efforts that
had to consider emissions as defined by the tax law, and had some differences with ETS views on
MRV, yet still remaining compatible as future decisions could be looking at an ETS again.
In this sense, new activities reset the focus on the broader use of carbon pricing instruments as a
whole, considering the actual carbon tax under implementation in the country, different
configurations for the tax instrument, complementary measures and crediting schemes, and the
possible transition to an ETS in order to have a whole view of carbon pricing mechanisms, their
synergies and interactions. In order to achieve a full understanding of the potential of carbon pricing
instruments, efforts in the initial phase of the Chilean PMR are focused on creating a complete
understanding of all carbon pricing instruments and their applicability under the local establishment.
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Capacity building and training efforts will be carried out at this stage, yet the need to maintain a midterm debate about the use and possibilities for implementation of one or a mix of carbon pricing
instruments. This will require additional efforts to have informed debates, where the information and
proposals made under a Carbon Pricing Roadmap will be discussed, most likely requiring more studies
and in-depth analysis of how these instruments could be implemented in the country. In practical
terms, this means that more forums and discussion sessions, with government and private sector
decision-makers, will need to be organized and coordinated. The implementation of a Roadmap
considers these activities as key in the decision-making process, as well as the interaction and debate
with other countries in the region and partner countries under the PMR, so as to keep the process
open and transparent.
MRV systems on the other hand will need to be expanded in order to consider other carbon pricing
instruments and market interactions, as well as international trading, as Chile looks to comply with
the Paris Agreement.
Good indicators that this are the actual attention that the PMR has gotten so far. The composition of
the consultative group of experts (CGE) has the participation of private sector associations such as the
Association of Power Generators, Association of Renewable Energy Companies, Society of
Manufacturing Companies, Mining Council, and the Corporate Leaders on Climate Change Group,
among other interest private sector parties. We also have the continuous participation of the
academic sector, with representatives from top universities and research centers within the group
and within PMR dissemination and training activities. Finally, and most importantly, we have received
notice from the members of the Senate asking for more information about the project and its
objectives and composition, as well as a request to include members of congress and their advisors in
future PMR activities, with a special interest to invite the senate’s natural resources and environment,
science, technology and innovation, energy, mining, and international relations committees to all
future workshops scheduled under the program (see Annex 10).
An overall evaluation of the Carbon Tax and its current MRV system will be required to assess the
effectiveness that they’ve had after their initial implementation. This has the purpose not only to
assess the efficiency of the tax but also consider how some remaining gaps might be fulfilled, mainly
in view of the use of other types of emissions pricing instruments that might help in the overall
achievement of emissions reductions at a cost-effective level.
The Chilean experience, as well as the PMR findings, knowledge build-up, and overall results will be
shared with the other countries in the region, as this is considered a crucial activity in order not only
to share the knowledge but also to show that Chile is willing to lead the region regarding climate
policies. For this, steps have already been taken with the Pacific Alliance of Countries in the Latin
American Region, where Chile has shown great interest in creating a ‘club’ and seeding the idea of
possible linkage with the countries within the alliance.
In this sense, Activity 1 “Implementing a Roadmap for decision making on future carbon pricing
policies in Chile” seeks to promote a high-level discussion on the role of carbon pricing in Chile´s
future low carbon development, which will be fueled by the detailed proposals on the carbon tax and
its transition to an ETS. Though technical discussions on these proposals would happen under ongoing
activities, there is no mandate to move this to the next level. The aim of this roadmap is precisely to
leverage this discussion to this higher level, including ministerial, private and Congress decision
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making. Activity 1 looks to narrow most of the information and knowledge gaps identified in the
previous section. Thus, Activity 1 aims to further build on most of Component 3’s current activities,
targeting more specific sectors that might have been left out or were not dealt with thoroughly
enough through the initial phase’s activities. Specific tasks planned under this Activity are: i) an
overview course of carbon pricing instruments (in Spanish), under the World Bank’s Open Learning
Platform, or if possible with an educational institution in Chile, open to all willing participants; ii) an
international or regional seminar, showing international experience and outreaches for carbon pricing
instruments, collaboration and possibility of linkage between jurisdictions; iii) targeted meetings with
key stakeholders and decision makers, such as C-level company representatives, members of
congress, Ministers, and advisors and professional and technical staff from the private, government,
and non-government sectors, to further strengthen the bond with the project and provide continuous
feedback on the applicability of carbon pricing instruments; iv) continue executive meetings with the
Consultative Group of Experts; v) the creation of policy drafts and discussion papers that build on the
alternatives proposed through the roadmap presented in phase I and provide further information and
analysis; vi) an evaluation of first year of carbon tax implementation, aiming at addressing impacts
stemming from its operation, such as costs/arrangement challenges from regulated entities, revenue
raising, MRV challenges, MRV protocols pertinence, etc. and vi) strengthening collaboration
agreements with countries or jurisdictions that hold potential for future linkage of mitigation
outcomes and/or trading emission reduction results, and were the Chilean experience may be
showcased.
With the same logic of continuity, Activity 2 “Mandatory Reporting and Verification System (MRV 3.0),
compatible to operate an ETS in Chile and compatible with similar regional reporting systems”, is
addressing the need of developing a robust MRV system that would allow for a smooth transition
from a carbon tax approach to a more comprehensive carbon pricing system (a system that could
embrace several mechanisms such as an ETS, offsets, or a mix of all, including the current tax), if
decision making stemming from the roadmap mentioned above so allows (there is also a direct link
between activities 1 and 2, since both belong to a same package and would require political buy-in). It
will be a non-regret outcome that would also facilitate a regional MRV approach if Chile decides to
initiate a cooperation process with countries in the region, both south and north.
On the other hand, although complementary to Activity 2, Activity 3 “Implementing the MRV Platform
and Mitigation Recognition Program for the energy sector” its new and responds to the need of
building a robust accounting system under Article 6 of the Paris Agreement. Chile needs to advance
the work on accounting in parallel to the UNFCCC negotiations, since the design and implementation
of such a system will be very demanding in time and other resources and is cross cutting to the
Agreement, going from NDC implementation to the use of market instruments. In this sense, this MRV
builds up as “bottom-up” accounting, through the measurement of mitigation actions and projectbased emission reductions, by following primarily on government sector initiatives, such as laws,
policies, or other regulatory frameworks, and looking to include private projects and voluntary
initiatives that have emission reduction results. The private and voluntary side being promoted by the
Recognition Program, which would help in having an opportunity to hold “certified” reductions
owned by private actors, which in turn could open the door for tradeable ‘credits’ for these
reductions.
Activities 2 and 3 follow on the needs for further technical training and capacity building regarding
environmental (emissions) information and management to have a robust, transparent counting of
GHG emissions and to strengthen institutional capabilities. In that sense, both activities aim at
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building from current capabilities as set by the MRV activities in Phase I, which include the design for
broader scoped MRVs. Particularly, this could mean that protocols, rules, and/or guidelines that were
proposed under Phase I could be revised and perfected, institutional arrangements reinforced and
human capacity boosted, but also to have a robust, state-of-the-art national MRV system that is
flexible enough to house the various carbon-pricing policies and linkable to other jurisdictions. Aside
from the technical capacities required, this would mean that several activities (or sub-activities)
required would include the collaboration with ‘partner’ countries and interested parties, where this
knowledge would be shared and continuously improved through multiple-party interactions. This
does however hold several challenging aspects, ranging from the decision to define which countries
or parties to link to, onto what will be the technical parameters for the units that will be traded within
the link, and thus it will require tasks conductive to strengthen technical bonds through international
cooperation in the form of workshops, missions, draft of agreements, among others.
Finally, Activity 4 “ETS Simulator Implementation for the Energy Sector”, is new to current activities,
will be designed during the first half of 2017 and implemented with additional funding, but could also
be seen as a starting point to take an informed decision on a potential ETS in the country. Taking the
example of Brazil, where the private sector (with main emitters in), is actively participating in a
Simulation of an ETS, we would like to take this step in a rather “capacity building” mode that would
serve participating entities to learn about these systems and be more knowledgeable when decision
making is being undertaken. Also, we have seen that Mexico is encouraging this simulation process as
well, in order to prospect the idea of a domestic ETS, and given that Chile has shown interest in
promoting carbon pricing and MRV systems throughout the Pacific Alliance, Mexico’s example and
the Brazil experience certainly show a good starting point to foster a broader cooperation in carbon
pricing instruments in the region, were Chile would definitely want to be a part of.
Furthermore, with Activity 4 is an opportunity not only to exchange information and experience with
other countries, but also as an opportunity to provide valuable insights and overall information to
local stakeholders on the operations of such a marked-based mechanism, which could be further
planned and programmed to include the various carbon pricing instruments mentioned throughout
this document.
In general, if this overall additional funding proposal is processed and approved during the final phase
of implementation of the ongoing activities, we would be able to make a smooth transition to this
new phase and so, readiness gaps and implementation risks and barriers would be minimized.
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V. Budget, timeline and outputs
The purpose of this section is to provide an indicative budget and timeline (see Annex 3 describing a
diagram of main elements in this timeline) for the proposed activities, including government or
other co-financing, as applicable.
ICPs/TPs are invited to provide the following information:
i.
Outline of planned activities for the additional 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.
1. Implementation of Roadmap for Carbon Pricing Policies in Chile
Deliverables:
-High level discussion papers analyzing the carbon pricing proposals from activity 1, which would help
an informed decision making process (roadmap) on the future for carbon pricing in Chile.
-Evaluation of first year of carbon tax implementation, aiming at addressing impacts stemming from
its operation, such as costs/arrangement challenges from regulated entities, revenue raising, MRV
challenges, MRV protocols pertinence, etc.
-Technical cooperation agreements with relevant jurisdictions.
-Technical workshops/seminars briefings oriented to high-level officials from public and private
entities.
-In-country visits and internships to relevant jurisdictions and countries that have experience in
implementing carbon pricing instruments or have regulations that will precede their implementation,
such as California, Mexico, Quebec.
-High level decision making agreements (key decision points) based on the discussion papers and
high-level meeting minutes.
-Additional technical and regulatory studies that would serve the purpose of revising and adjusting
the carbon pricing proposals.
-Press releases and dissemination notes.
-Dissemination materials and documents (through webpage and other media sources) and a training
course on carbon pricing.
2. Mandatory Reporting MRV System considering multiple carbon pricing instruments (mainly ETS
and offsets compatible) and linkage to other national or sub-national jurisdictions
Deliverables:
-MRV system 3.0 based on a Mandatory Reporting System, in place and operating, regionally
compatible
-Technical cooperation agreements
-Regional workshops
-south-south cooperation for integrated MRV systems
3. Energy Sector MRV Platform
Deliverables:
-MRV Platform of mitigation actions in the energy sector
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-Accounting methodologies, rules and guidelines, and procedures
-Recognition program for emission reductions projects and tradeable results, applied to private sector
entities which are keen to promote a low carbon development approach to their activities
-Technical workshops with stakeholders
-Technical overseas visits (to countries/jurisdiction with similar platforms)
-Capacity building and technical training activities for personnel operations
-GHG emissions registry and registry protocols
4. ETS Simulator
Deliverables:
-ETS Simulator for the Energy Sector in Chile
-Cooperation agreements with Mexico, Brazil, California and Quebec
-Consultancy outcomes for the simulator design
-Technical workshops with stakeholders
--Capacity building

ii.

Timeline to complete these activities:

Please provide a timeline to complete these activities.
The overall timeline for completion of PMR related activities is from September 2017 to August 2020
nd

Activity

CP Roadmap Implementation
Mandatory Reporting MRV System
Energy MRV Platform
ETS Simulator

iii.

2 Sem
2017

st

1 Sem
2018

nd

2 Sem
2018

st

1 Sem
2019

nd

2 Sem
2019

st

1 Sem
2020

Financial requirements to support the proposed activities:

Please describe a budget summarizing the financial requirements to support the proposed activities.
The budget considered to carry out the above-mentioned activities is USD$ 2,200,000 (US Dollars). It
is comprised primarily of:
• human resources to coordinate, plan, execute and operate expected products
• consultancies for additional research and development of the tools and platforms
• consultation plans for the expected outcomes of the activities
• hardware and software requirements
• training for executive team members and decision makers
• elaboration of documents and briefs for and from discussion forums and decision-making
processes
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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$ 2,000,000.
Other source of funding related to the project is national funding,
considered as in-kind support from the government providing
government professionals’ working-hours, office facilities, and
materials to carry out project team members’ activities. Initial
estimates round up to USD$ 200,000.

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.
-Support for the accounting system related to the MRV Platform
(Activity 3): 432.969 Euros from the Government of Germany,
through GIZ 15. The activities under this funding are in an early
stage of development and are intended to strengthen the MRV
platform and recognition program envisaged under Activity 3. In
this sense, they would be complementary to these activities
under PMR additional funding under this item 3, mainly on GHG
accounting and visibility of Chile´s progress on carbon pricing and
accounting in international outreach fora. This GIZ funding has
been added to additional PMR funding requested for activity 3
(see following table “Overview of activities and estimated overall
budget).

15

There is a formal agreement between GIZ and the Ministry of Energy (as of December 2016) to implement this
cooperation.
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Overview of activities and estimated overall budget
Activity
1.
Implementation
of
roadmap for decision making
on future carbon pricing
policies in Chile

2. Mandatory Reporting and
Verification System (MRV
3.0), compatible to operate
an ETS in Chile and
compatible
with
similar
regional reporting systems

Output(s)

Time
required for
completion
- Discussion papers & policy 36 months
drafts
- Evaluation of carbon tax´s
first implementation year
- Technical workshops and
seminars
briefings
In-country
visits
- High level decision-making
agreements
Technical
documents
- Press releases and notes
- Dissemination materials
and documents
MRV
System 24 months
Registry
platform
- Technical cooperation
agreements
Regional
workshops
- South-south cooperation
for integrated MRV systems

3. MRV Platform and - Energy sector MRV platform 20 months
Mitigation
Recognition - GHG mitigation recognition
Program for the energy sector system
Technical
workshop
documents/briefs
4.
ETS
Simulator -ETS
Sim
Software 30 months
Implementation
- Cooperation agreements
Technical
workshop
documents/briefs
- Case study documents
Total estimated budget (in
USD)
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Estimated
completion
date
August 2020

Overall
budget (in
USD)
500,000

January 2020

500,000

March 2019

832,969

June 2020

800,000

2,200,000
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Overview of activities and PMR funding request
Activity
Implementation of
roadmap
for
decision making on
future
carbon
pricing policies in
Chile

Mandatory
Reporting
and
Verification
System (MRV 3.0),
compatible
to
operate an ETS in
Chile
and
compatible with
similar
regional
reporting systems
MRV Platform and
Mitigation
Recognition
Program for the
energy sector
ETS
Simulator
Implementation

Total
estimated
budget (in USD)

Output(s)

PMR funding
request (in USD)
- Discussion papers 420,000
& policy drafts
Technical
workshops
and
seminars briefings
- In-country visits
High
level
decision-making
agreements
Technical
documents
- Press releases
and
notes
Dissemination
materials
and
documents
- MRV System 480,000
- Registry platform
Technical
cooperation
agreements
Regional
workshops
South-south
cooperation
for
integrated
MRV
systems
- Energy sector 380,000
MRV
platform
- GHG mitigation
recognition system
Technical
workshop
documents/briefs
-ETS Sim Software 720,000
Cooperation
agreements
Technical
workshop
documents/briefs
Case
study
documents
2,000,000
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Sources of funding
National government
(if applicable) (in USD)
80,000

Other (if
applicable) (in USD)

20,000

20,000

432,969

80,000

200,000

432,969
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VI. 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/TPs 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 proposed activities is to provide solid training and hard evidence to all
relevant stakeholders in the country with the purpose of elaborating a plan to include carbon pricing
instruments within a national climate change policy, including their role in achieving the country´s
NDC and, importantly, to build on the progress and readiness achieved through the implementation
of the initial PMR activities.
The expected outcomes should be a solid and transparent MRV system that provides information of
emission levels and results from actions being executed towards climate change mitigation, detailed
proposals around the carbon tax evolution and transition to an ETS, a national pilot ETS simulation
that may work as case study, and discussion papers, policy briefs, and all following documents that
may stimulate and disseminate information regarding an overall mitigation strategy and the use of
carbon pricing instruments to tackle GHG emissions, together with an open consultation process.
ii.

Indicators that measure progress towards achieving the stated outcomes:

Please provide a set of indicators that measure progress towards achieving the stated outcomes.
a) Number of mitigation actions registered/Amount of emissions being quantified from the new
MRV systems
b) Number of companies adding to the reporting system and/or ETS simulator
c) Number of news related to carbon pricing instruments and climate change mitigation
measures
d) Quantity of participants in carbon pricing consultation events
e) Number of high-level meetings / consultations made
f) Number of issued discussion papers
g) Number of companies being recognized by their accomplishments in emission reduction
actions
h) Number of cooperation agreements in line with linkage options and compatible MRV systems.
iii.

Proposed M&E arrangements:

Please describe the proposed M&E arrangements specifying clear units of measurement for each
indicator, as well as the roles and responsibilities for collecting, reporting, and analyzing data on those
indicators.
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The Focal Point (i.e., Ministry of Energy) is responsible for overall day-to-day supervision of the
implementation of the PMR additional funding tasks. The Steering Committee will also monitor the
results of the PMR additional Implementation Phase and advise the project accordingly.
The World Bank team will provide implementation support for the execution of the PMR grant and
implementation of the PMR additional funding activities. The implementation arrangement for the
additional funding is expected to be the same as the initial funding. Project monitoring and evaluation
will include the following:
a)
Project Results Framework: PDO and Intermediate Results Indicators (to be further defined).
b)
Status Reports: The Beneficiary will provide status reports on the implementation of the PMR
activities as part of the terms of the Implementation Grant Agreement. The form, content, and
periodicity of this reporting will be determined in the Agreement. The goal of status reporting is to
ensure timely support and feedback from the Bank on the activities outlined in the Grant Agreement.
c)
Completion Report: The Beneficiary is required to prepare a completion report to ensure
objectives outlined in the MRP and the Grant Agreement is met and there is a plan for their
sustainable continuation.
d)
Financial Statements: The Beneficiary is required to prepare financial statements that reflect
the operations, resources, and expenditures related to the activities detailed in the Grant Agreement.
Periodic, independent auditing of financial statements will be included in the Grant Agreement.
e)
PMR Country Updates: The Beneficiary may update the PA shortly before or after the PA
meetings on the progress of their implementation phase activities. PMR PA meetings occur at
minimum of two times per year. The purpose of these updates is to inform and seek feedback from
the PA.
iv.
Implementing agency’s capacity to monitor and evaluate project outcomes:
Please provide a brief assessment of the implementing agency’s capacity to monitor and evaluate
project outcomes.
The Ministry of Energy holds the best infrastructure regarding emissions and related emitting
facilities, since approximately 77% of GHG emissions come from the energy sector.
It also has a very close relation with private companies that own and operate those facilities given the
strategic importance, as an economic and quality of life resource, and work together in a number of
instances ranging from market requirements to environmental feasibility and territory planning
processes.
Also, as a strategic Ministry, it holds very close relations to other key Ministries, such as the Ministry
of Finance, Environment, Social Development, and Interior, as well as local governments in all of the
country’s regions.
As a result, the team of professionals and the network that the Ministry of Energy has, makes it an
ideal candidate to carry out the proposed activities.

Template (v.3.0 – March 2016)

Page 52 of

TEMPLATE FOR ADDITIONAL FUNDING PROPOSAL-CHILE

VII. Annexes
ICPs/TPs are invited to provide the most recent ISR as an Annex to this new proposal.

List of Annexes:
Annex 1
Annex 2
Annex 3
Annex 4
Annex 5
Annex 6
Annex 7
Annex 8
Annex 9
Annex 10

PMR Project Implementation Status Report (ISR)
Results Framework and Monitoring, Progress made under Chile´s PMR initial
proposal
Timeline of PMR Deliverables/Roadmap for carbon pricing discussion
Article 8 of Tax Reform Law, which defines green taxes
Summary of Chile´s Energy Policy 2050
Chile´s presence at CPLC event in Marrakech, COP22
Statements on Carbon Pricing by President Bachelet
Press note on carbon tax and Energy policy for 2050, by Minister of Energy
Official letter by Budget Department, approving accession to additional PMR funding
Official letter from Congress, indicating interest and willingness to engage in MRP
activities
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ANNEX 1: PMR PROJECT IMPLEMENTATION STATUS REPORT (ISR)
1. SUMMARY INFORMATION
Implementing Country/Technical Partner:

Republic of Chile

Reporting Period:

From 05/18/2016 to 02/10/2017

Report Date:

02/10/2017

Implementing Agency:

Ministry of Energy

Contact Person:

Juan Pedro Searle. PMR-Chile Focal Point.

Grant Executed By:

Recipient: Chilean International
Development Agency (AGCID)

Grant Effectiveness and Closing Dates:

09/05/2014 - 09/05/2017

Grant Amount (USD):

USD 3,000,000

Funding Mobilized (USD):

Pending

Funding Committed (USD): this is what has
been contracted to date (75%)

USD 2,250,000

Cooperation

and

2. OVERVIEW
In general terms, progress made focuses on the implementation of the current carbon tax, specifically,
in strengthening institutional roles and capacities to address technical requirements for the operation of
an MRV system to adequately implement the carbon and local pollutants tax. In addition, the project is
also engaged in identifying pathways for future improvement of this carbon pricing option.
Regarding Component 1 activities specified under Article II of the Grant Agreement, i.e., complementary
activities related to the review of a regulatory framework needed for one or more carbon pricing
instruments, commenced through the Policy Analysis Work Program. These activities analyzed carbon
tax interaction with other sectorial policies on energy, which provided a framework for technical and
regulatory analysis that is currently being implemented under Component 1, which includes options to
escalate the tax to other emitting sources and the evaluation of other carbon pricing options, such as
ETS and domestic carbon market development. These deliverables will be packed as policy packages of
carbon pricing alternatives, which will be integrated to a roadmap for decision making on choices to opt
for a future carbon pricing policy, which may also considered current carbon tax in combination with
other instruments.
Regarding Component 2 activities, in terms of institutional arrangements, closer coordination between
the Ministry of Environment and the Superintendence of Environment has enabled aligning objectives
and roles defined in the Tax Reform, specifically on carbon and local pollutants taxes, and for MRV
capacity-building and resources required to support the sustained implementation of these taxes,
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together with the design and implementation of the robust MRV system needed (called “MRV 2.0”). This
system is currently under development to implement the carbon and local pollutants tax and will be the
basis to define a mandatory reporting system across main emitting sources, aimed at improving this socalled MRV 2.0 (i.e., to be ETS compatible and comparable to other similar MRV approaches abroad) and
to become operational with additional PMR funding activities.
Regarding Component 3 activities, a technical and policy national debate on carbon pricing has been
established, and is anticipated to continue gaining traction across numerous fronts. Capacity building
activities through the Consultative Group of Experts (GCE) engages public, private and civil society
stakeholders, and therefore prepares a working basis for activities to be implemented under the
Strategy for Communication, Consultation and Stakeholder Engagement. This Strategy has already being
delivering different products and processes, including project brochures, corporate videos and training
workshops.

3. IMPLEMENTATION REPORT BY COMPONENT
Differences between the Objectives/Activities in the Market Readiness Proposal and the Grant
Agreement
Are there any important and material differences Yes
between the objectives/activities proposed in the
Market Readiness Proposal and endorsed by the
Partnership Assembly of the PMR and those
agreed to in the Grant Agreement with the
Delivery Partner and described in the Project’s
Results Framework?
Considering mandates stated under the Tax Reform for Education and Long-Term Energy Policy, as well
as recent developments under the Paris Agreement, adjustments were made on a technical level in
Components 1, 2 and 3 to accommodate a shift in priorities that for now focuses on the implementation
of the current carbon tax and its MRV system, but also enables to go beyond and evaluate possible
carbon pricing pathways towards the future. For instance, the MRV system is being designed as “ETS
compatible”, in order to prepare the country for future cooperative approaches with other parties and
jurisdictions that may involve international transfers of mitigation outcomes, as stated under Article 6 of
the Paris Agreement. This had to be reflected in a new re-grouping of the original procurement plan subcomponents. For instance, under Component 1, a focus on building on the current carbon tax (or
considering carbon tax design alternatives), was a new priority compared to an original focus mostly on
market mechanisms (ETS and carbon markets). Nevertheless, the perspective of moving to a more
comprehensive system for carbon pricing in the future, such as an ETS or a combination of other carbon
pricing instruments for the energy sector, remains as a core element of this Component (and of the PMR
project as a whole), given the promising international and regional developments on these matters.
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Implementation Progress by Component
A. Component 1: Regulatory, Institutional, Economic and Co-Benefits Analysis for Carbon
Pricing Instruments
Status:

Completed:
 Technical Seminar and High-Level Dialogue on Carbon Pricing
Instruments and Green Growth (June 28-30th 2016)
The objective of this Seminar was to debate on the objectives,
alternatives, technical work frames, and commitments established
under climate change and carbon pricing initiatives at the regional
level. Moreover, the High-Level Dialogue was held to summon a
debate among countries of the Pacific Alliance and private sector
representatives, regarding carbon pricing policies and opportunities
for regional collaboration, through green growth platforms that
support the reduction of emissions while contributing to low carbon,
sustainable development.
The implementation of the Seminar was led by the Ministry of
Energy, while the Dialogue was co-organized with the Ministry of the
Environment.
The events were attended by Chile´s President of the Republic,
Michelle Bachelet, and the Ministers of Energy, and the
Environment of Chile and from member countries of the Pacific
Alliance. Also, both activities were attended by more than 200
representatives of the Chilean public sector, including members of
the PMR-Chile Steering Committee; representatives of the Project´s
Consultative Group of Experts, CGE; private sector business
representatives that form part of CLG (“Business Leaders Against
Climate Change”); other representatives of the business sector;
representatives from the academia and research centers;
consultants; representatives from countries of Latin America and the
Caribbean, including PMR implementing countries (Argentina, Brazil,
Costa Rica and Peru); representatives from British Columbia and
South Africa; World Bank experts; as well as experts from
Environmental Defense Fund (EDF), the International Carbon Action
Partnership (ICAP), the Margaree Consultants, and Carbon Trust,
among other organizations.
Under implementation:
 Planning and continuous review of the work plan for
Component 1, PMR-Chile Project. Following the planning
process of 2015 and beginning of 2016, the work plan was
revised and updated in mid-2016. The original work plan
envisaged for Component 1 in the MRP and Procurement Plan
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was reworked conjunctly with technical counterparts from the
Ministry of Energy, Ministry of Environment, and the Chilean
Agency for International Cooperation and Development
(AGCID), to accommodate current carbon pricing focus on
carbon tax. This required a re-grouping of the initial activities
set out in procurement, re-defining specific objectives and
expected results, activities, roles, budget, indicators, scheduling,
among other. A review, with several iterations was carried out
across ministries, as well as with the PMR Secretariat, to define
a final Component 1 work plan for readiness activities, which
was granted approval on January 4th, 2016. Since the last
approval of the work plan, new activities have been added in
order to give way for the more strategic activities that envisage
the long-term view for carbon pricing implementation in the
country. Particularly, this refers to focusing in the analysis and
design for a more comprehensive system of carbon pricing
instruments and their implementation roadmap, as well as
focusing on a broader MRV system in terms of compatibility
with other carbon pricing mechanisms (aside from the tax
currently in operation in the country) and with linking
compatibility among other jurisdictions.
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ToR preparation for the design of a robust MRV system (MRV
3.0), ETS compatible. As mentioned in the section above, the
current administration´s priority focuses on the implementation
of the current carbon tax to be enforced in 2017 and so,
Component 2 has built on the need for robust MRV
infrastructure on that purpose. Under Component 1, one of the
main lines of the ToR under development aims to build on
Measuring, Reporting and Verification for GHG emissions and
considering future alternatives for carbon pricing mechanisms.
Although Component 2 is currently looking at possible design
alternatives an MRV system that may be ETS compatible and
linkable to other jurisdictions, it does not have a thorough view
of further domestic considerations regarding local conditions
for unknown regulatory frameworks (what might happen with
the inclusion of new carbon pricing instruments and the use of
supplementary measures that relate to mitigation actions or
even sinks) and precisely identify how to incorporate these
outside the current institutional structure (mainly the Emissions
and Pollutants Transfer Registry or RETC in Chile).This study will
evaluate institutional and regulatory gaps, among others,
aiming at strengthening MRV capacities needed to nest a more
integral MRV, ETS compatible, system. Based on the ad-hoc
guidelines developed under the PMR Technical Work Program,
one of the desired outcomes of this study is to define a GHG
mandatory reporting system, which would improve data
collection and reporting, and will be the basis to prepare both
regulated entities and government institutions, for a decision
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and further operation of an ETS.
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ToR preparation for the design of an MRV Platform and a
mitigation recognition program in the energy sector. Following
the identified need for MRV capacity building and
complementary to study on MRV 3.0 above, this is considered
rather an MRV system of actions in the energy sector. The idea
behind this study is to include mitigation actions -mainly from
public sector but open to incorporate private projects- into the
national accounting of GHG emission reductions. The expected
result is to have a system in place that may track progress
towards the country’s NDC regarding the Paris Agreement’s
guidelines for transparency and accounting robustness. Also,
included in this study will be the idea of a recognition program
to include private sector initiatives that play an important role
in emissions reductions but are hard to count since they
normally function under undisclosed principles and have no
obligation to report their results to a national authority.



Analysis of international developments on carbon pricing and
their implications on Chile’s related public policies. This
consultancy consisted in having a detailed analysis of the Paris
Agreement, the different parties’ submissions on market
instruments and the different initiatives that promote carbon
pricing and offsets acquisition, and providing insights on the
implications of the Agreement as well as recommendations for
domestic policies regarding carbon pricing implementation for
compliance with the country’s NDC. Alongside a study for the
importance of the CDM in Chile, this consultancy provides an
important input for the discussion in the proposal of a country
roadmap that drives the inclusion of carbon pricing instruments
in the country as a measure of tacking climate change. The
analysis carried out was submitted by the consultant by
December 2016 and is under the final review process. Final
remarks of this study do mention an important role in the
future definition of rules and guidelines from the CMA
regarding the implementation of Article 6 of the Paris
Agreement and its global implementation mechanisms but, in
that sense, the consultant puts an emphasis on the importance
of acting now in the definition and capacity building on carbon
accounting and the generation of information on carbon pricing
instruments and the role they might play in achieving the
country’s expressed NDC.



Detailed evaluation of Chile’s participation in the CDM,
considering the new scenario of commitments under the Paris
Agreement. As a second study of great importance towards
defining alternatives for carbon pricing implementation and
bring forward the experience of private sector on project-based
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mechanisms, the aim of this study is to understand past and
current situation of CDM projects in Chile and the
corresponding CER issued, targeting project proponents to get
first-hand opinion on past experience and suggestions of how to
use this experience and results in this new “era” where Chile
has concrete GHG reduction commitments and has
implemented a carbon tax. This study is meant to shed a light
on information that is mainly placed in the private sector, such
as the amount of CERs that have been sold -domestically and to
foreign buyers- and how they were and may be able to continue
being a contribution towards emission reductions, as part of
supplementary measures that can reside within a carbon pricing
system. This study began in October 2016 and to date has
approximately a 60% of progress and should be fully completed
by the beginning of March 2017. Initial findings from this
analysis mention the importance that CDM CERs had in
mobilizing funds from the private sector to produce emission
reduction projects. These projects represent approximately 7.4
MtCO2e per year, yet of those projects only half were actually
verified under CDM standards and therefore awarded the
corresponding CERs. The other half is still under verification.
Yet, these results already give hints of the role that the CDM or
CDM-like mechanisms could contribute to overall mitigation
results in the country and therefore, what measures should the
Chilean administration -or future administrations- consider
regarding the use of domestically generated offsets.
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Alternatives of design and additional measures to decide on a
more comprehensive carbon pricing system. This is the key
study under Component 1, which was commissioned in
November 2016. The idea behind this particular study is
precisely to provide an exhaustive analysis of the different
carbon pricing instrument alternatives and supplementary
measures that may be fit for the country, and provide a longterm view, with a proposed roadmap for implementation of a
carbon pricing policy to drive future policy decision making
processes. The consultancy is set to use as a basis the current
carbon tax and from it build concrete alternatives for a more
comprehensive carbon pricing system, providing an analysis for,
but not limited to, modifications to enhance the current carbon
tax in Chile, include additional measures, such as offsets,
revenue recycling, clean technology or low-income household
subsidies among others, and the implementation of a domestic
and linkable emissions trading scheme (ETS). Progress on this
study is approaching 30% and should be concluded by the end
of July 2017.



Coordination of the Consultative Group of Experts. In terms of
other planned activities, Component 1 leads the Technical
Page 59 of

TEMPLATE FOR ADDITIONAL FUNDING PROPOSAL-CHILE

Coordination of a Consultative Group of Experts with public
(inter-ministerial Steering Committee), private and civil society
representatives. It holds sessions on a bi-monthly basis to
discuss, comment and support work in progress presented by
the PMR Team. A program of activities for this Expert Group
has been established to mirror planned activities under
Component 1, and therefore guide the preparation of publicprivate modes of collaboration, in advance to carbon pricing
road mapping in 2017 based on overall studies and
consultancies’ results (and on potential political outcomes). So
far, the Consultative Group of Experts has been in sessions to
discuss the definition of the work plan, Components 1 and 2
ToR review, give opinion on preliminary study and consultancy
results, and further definition for the climate change and carbon
pricing agenda of the Ministry of Energy. During the reporting
period on this ISR, there have been 4 meetings held with this
Group of Experts in August, October, and November 2016 and
January 2017.
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Participation at PMR Technical Workshops in Paris (May-June
2016), Hanoi (October 2016), and San José (December 2016).



Technical Workshop on the role of the Paris Agreement and
the Development of Carbon Pricing Instruments in Chile
(November 2016). Under Component 1, and as part of the
technical work being done by the different consultancies, there
is a plan to carry out several technical workshops for
dissemination and consultation of the information being
produced. The main objective for these is to present
advancements and receive feedback on intermediate products
of the studies so as to refine the ideas and suggestions, and to
improve acceptance of the alternatives being proposed under
Component 1’s activities. The first of this series of workshops
took place in November 2016 and was a result of the
presentation for the preliminary results of the “Analysis of
international developments on carbon pricing and their
implications on Chile’s related public policies” study, with the
participation of the consultant in charge of the study,
representatives of the Ministry of Energy, the Ministry of
Environment, Ministry of Foreign Affairs, the Association of
Power Generation, and the NGO America Solidaria and
congregating in total 74 people from private, public sectors and
civil society.



Technical Workshop on
December 12, 2016, the
members of the divisions
to: 1) train personnel in

MRV for the Energy Sector. On
PMR carried out a workshop with
within the Ministry of Energy (MoE)
concepts and alternatives for MRV
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systems, and 2) set first impressions and require feedback for
the drafting of the ToRs for the “Design of an MRV Platform and
a mitigation recognition program in the energy sector”. This
workshop had an attendance of 28 people, most from the MoE
but included some participants from the Ministry of
Environment and the National Council for Clean Production.

Comments:
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Coordination and Synergies with Consultant Teams. By the end
of January, an internal workshop was developed to coordinate
activities, share actual and expected results, and anticipate
synergies with the different teams of consultants working under
components 1, 2 and 3, in order to have a clear objective for the
project and avoid overlaps in engagement and interaction with
relevant stakeholders – since many stakeholders repeat
themselves and are being interviewed in different occasions for
each study. All teams were able to join the workshop, including
foreign consultants that were currently working in Chile as a
request from the PMR team. In total, 25 people participated
from this intervention and helped create an environment for
collaboration within the project.

•

Agreement on Climate Action with the German Ministry of
Environment through the GIZ. Given the importance of having
robust and transparent accounting systems, as well as the
capacity building needs for market mechanisms, the Ministry of
Energy was able to make an agreement with the German
agencies to provide further technical assistance and training, for
the private and public sectors of Chile, learning from the
German experience, and also to place the Chilean experience in
international dialogue platforms. This agreement will provide
approximately EUR 400,000 for the above-mentioned activities
that will be complementary to PMR activities. Specific activities
and consulting expert are still undefined yet, nevertheless, a
high degree of coordination and complementarity is expected
to occur with the scope of activities under consultancy to design
and MRV Platform that will record and track migration actions
and develop a recognition program for the private sector, as
indicated previously.

During this period, the focus on the carbon tax continued under
Component 2 and its MRV design and implementation. Component 1
began the shift for the analysis of other carbon pricing instruments for a
future national system that may include one or more of them, in
addition to the current carbon tax -or future modifications of it. Also,
under component 1 there has been an emphasis in the role of analyzing
a more robust and flexible MRV system that allows for the interaction of
multiple carbon pricing instruments and a possible link to other
economies. Furthermore, activities are being put in place to understand
more about the processes and operational requirements for the use of a
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national ETS, with the purpose of engaging more with private sector
actors and providing more accurate information regarding the use of
these schemes.
B. Component 2: Design and Implementation of a Measurement, Reporting and Verification
(MRV) System and GHG Registry
Status:

Completed
•

Internship in Sacramento (Air Resources Board)
On May 2016, a delegation of five professionals from the Ministry
and Superintendence of the Environment went to Sacramento,
California to learn from Air Resources Board experience in emissions
registry, particularly, the lessons learned from implementing the ETS
System and the further linking arrangements needed to link with
Quebec. The program included:
- Methodologies and protocols to estimate CO2 emissions.
Registry System (software and hardware used, processes and
security, emission and allowances/offsets tracked) and
Verification (Quality Assurance and Quality Control). Both MRR
and CITSS.
The implementation and the functionalities of the reporting
system.
- Regulation (Law) and enforcement.
- Difficulties faced in developing the reporting system.
All the information received was shared not only with professionals
from the Ministry and the Superintendence of the Environment, but
also with others, such as the Ministry of Energy. The information
was also useful to elaborate terms of references related to both
design and implementation of an MRV system to support green
taxes implementation. Furthermore, it gave the delegates a
comprehensive view about policy questions that need to be
addressed in the near future, in order to be prepared to either scale
up the current emissions tax scheme or move towards the
development of an ETS.

•
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Green taxes domestic training and dissemination workshops
During August and September 2016, the Ministry of the
Environment and the Superintendence of the Environment
conducted six regional workshops related to both the Registry
System and the Emission Quantification Protocol. Around 250
people (professionals and representatives) from companies
potentially affected by green taxes were trained. The workshops
took place in: i) Antofagasta; ii) Coquimbo; iii) Metropolitan Region
(Santiago); iv) Bio Bio; v) Los Lagos; and vi) Magallanes.
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Under implementation
•

Planning and continuous review of the work plan for Component
2, PMR-Chile Project. Like Component 1, the original work plan of
Component 2 (executed by the Ministry of the Environment) was
modified in order to answer for the MRV requirements to
implement the ‘green’ taxes 16 in Chile. The final plan was approved
in January 4th 2016 by the PMR-Chile Project Focal Point and the
World Bank.

Studies
•

Diagnosis of the security system and computer procedures applied
by the Ministry and Superintendence of the Environment.
The main objective of this study is to have a detailed diagnosis of the
physical, logical and professional conditions available at the Ministry
of the Environment to house the Register and the Superintendence
of the Environment to house the Reporting System that will support
the application of the carbon tax, in addition to develop a computer
system and information security protocol for the carbon tax (and
other potential economic instruments). The expected results of this
consultancy are the diagnosis of current conditions and
identification of gaps to house the carbon tax register, including a
report of information vulnerability and computer system and
security information protocols. Work began in November 2016 and
is expected to finish the end of April 2017.

•

Design of a measurement, reporting and verification system (MRV)
for the application of the carbon tax, scalable to other emissions,
sectors and instruments. Linkable to other jurisdictions.
The main objective of this consultancy is to support the
development of the Reporting System and propose an Emissions
Verification System that responds to the requirements for data
collection and accuracy of the information that will support the
collection of ‘green’ taxes. The analysis will be done taking into
account international experience and best practices, local
conditions, and the potential transition of the tax towards a more
complete carbon pricing instruments system. Among the expected
deliverables, we have:
- International Experience Report and Local Conditions for an
Emissions Reporting System.
- Emissions Implementation Report
- Registration and Reporting Protocol.
- Guide of Registration and Reporting for facilities affected by
green taxes.
- Training Material on Reporting

16

The ‘Green’ Tax concept in Chile, refers to environmental taxes implemented by the Tax Reform Law No. 20780, and involve
emissions of NOX, SO2, PM, and CO2.
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-

International Experience and Local Conditions for Emission
Verification
Audit Verification Protocol
Digital Information Verification Protocol.
Protocol and Profile for entities and individual competencies to
become verifiers.
Guide of Verification for facilities affected by green taxes.
Report of field visits
Training Materials for Verification

This consultancy began in January; therefore it’s in its initial stages and
is expected to go through until the end of July 2017.
•

Implementation of a measurement, reporting and verification
system for the application of the carbon tax, scalable to other
emissions, sectors and instruments. Linkable to other jurisdictions.
This consultancy is expected to help improve the Emissions
Measurement Protocol, developed by the Superintendence of the
Environment, and aims to propose the extension of scope to
potential new areas and pollutants affected by the current tax and
future carbon pricing instruments, and technically support tax
implementation in the facilities affected by the ‘green’ tax.
Deliverables from this consultancy include:
- Implementation Report of the Protocol of Measurement and
Monitoring of Emissions.
- Protocol of Measurement and Monitoring of Emissions 2.0.
- Extended Protocol of Measurement and Monitoring of
Emissions.
- Guide of Measurement and Monitoring for facilities affected by
green taxes.
- Technical and Commercial Capacity Report.
- Checklist for inspections.
- Training Materials for Measurement.
- Other relevant activities
Activities under this consultancy began in December 2016 and are
expected to end by July 2017.
Comments:

Template (v.3.0 – March 2016)

After conducting several meetings and technical trainings with carbon
tax regulated entities, a number of issues and room for improvement of
the MRV Protocol and key MRV training needs has been detected. For
instance, the lack of awareness of certain industrial sectors of their
liability under the tax, the lack of capacities for MRV of emissions in
certain industries, and less awareness of the bylaw and MRV protocols
in some industrial sectors were part of the findings. In addition, the
internship in Sacramento provided good insights about the efforts and
training needs on MRV, as well as on the key policy making questions
underlying decisions for an ETS. With all this in mind, one of the logical
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steps to take is improving the current MRV system that is nesting the
carbon tax, and further elaborate a mandatory reporting system to
improve data on emissions and reporting capacities. This would be
crucial for any decision to leapfrog to other, more comprehensive
carbon pricing instruments such as an ETS.
C. Component 3: Design and Implementation of Communication, Consultation and
Stakeholder Engagement Strategy
Status:

Completed
 Design and Implementation of a web platform for the PMR-Chile
Project
In December 2016, the web platform for the PMR-Chile Project was
launched (http://www.precioalcarbonochile.cl/) with the purpose of
positioning developments on carbon pricing in Chile at the national
and international levels, and also to generate spaces for interaction
with users. The web page delivers information regarding the PMRChile Project, carbon pricing instruments in Chile and abroad,
actions and policies for climate change mitigation in the energy
sector, and also serves to announce workshops and events
scheduled under the project´s work frame, as well as training
courses given by the World Bank, ICAP or other technical trainers.
It also includes a section on related news, a knowledge sharing
center, questions & answers regarding carbon pricing, among other
contents. In addition, it considers a dissemination platform through
social networks such as Facebook and Twitter.
Under implementation


Consultancy “Design and Implementation of a Communications,
Consultation and Participation Strategy”
This consultancy began in September 2016 and is scheduled to
finalize in July 2017. Nevertheless, given its relevance to the
positioning of the project and of the issues behind carbon pricing, it
is expected to continue through 2017-2020, with additional PMR
funding, in order to support and be instrumental to the
implementation of the roadmap for future carbon pricing decision
making and implementation. To date, results and products of the
consultancy are the following:

•

A diagnosis of communication needs and challenges under the
PMR-Chile Project (December 2016)/ completed.
For the elaboration of this diagnosis, an in-depth interview was
undertaken with relevant actors to the PMR-Chile Project
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(parliamentarians, National Congress advisors, entrepreneur
associations, and enterprises subject to the carbon tax, NGOs,
Ministries of Finance, Transport, Mining and Agriculture, among
others).
Further, secondary information was reviewed related to studies on
the current carbon tax under the Policy Analysis work program,
OECD Environmental Performances Review 2016, National Survey
on Climate Change 2016, Second Biennial Report (BUR) 2016, press
notes released about carbon pricing instruments in Chile, among
others. On this basis, an integrated analysis was performed to raise
findings, conclusions, and recommendations on knowledge levels,
perceptions, attitudes, and information gaps in topics linked to
international negotiations and agreements on climate change
mitigation, NDCs, policies and actions, carbon pricing instruments
(green taxes, ETS, CDM), and the Monitoring, Reporting and
Verification of GHG emissions.
On this grounds, gaps, needs and opportunities for communication,
capacity building, consultation and participation were identified for
each of the interest groups defined (public and private sector,
academia, civil society and the media). This enabled the elaboration
of a map of key actors for the PMR-Chile Project, characterized
according to their level of understanding of carbon pricing
instruments, and also the impact that these topics have on their
daily affairs, and also the roles that these actors may play in the
decision-making process on carbon pricing instruments
(empowering, collaboration, involvement, consultation, informing).
•

Design and Implementation of a Capacity-Building Plan for the
PMR-Chile Project:
Based on the diagnosis work frame mentioned previously, the
following capacity building areas were prioritized according to the
knowledge gaps identified, and also according to each sector that
was analyzed (public sector, private sector, academia, civil society,
press):
-

National GHG inventories (INGEI) for Chile and the origin of
country and sectoral emissions (emissions sources),
New international climate regime established by the Paris
Agreement, Chile NDC,
Carbon pricing instruments as climate mitigation measures,
Role of authorities for the development of a road map for a low
carbon development in Chile.

Under the work frame of this Capacity Building Plan, the following
activities were defined:
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-

4 capacity-building workshops (at the national and regional
levels),
2 webinars;,
Participative dialogue with public.

These activities have considered the participation of 640
representatives at the national level.
Under the Plan´s work frame, on January 26, 2017, the First
Capacity-Building Workshop was held under the theme
“information as a keystone for climate change mitigation and
carbon pricing instruments”; it was attended by 60 representatives
from the public and private sectors. Presentations were led by
professionals from the Ministry of Environment, Superintendence of
the Environment, Ministry of Energy, and international experts who
presented on the Swiss experience in carbon pricing instruments
and on specific aspects surrounding carbon taxes worldwide.
•

Design and Implementation of a Media Plan for the PMR-Chile
Project.
Under the diagnose work frame with key actors and sectors to the
Project, a plan was defined for media that pursues communicational
objectives, key messages, and audiences mapping. The plan has
considered the production of a series of communicational products,
and also merchandising materials, corporate materials, and a
brochure describing the Project. Also, audiovisual material is being
elaborated about the themes/areas addressed by the Project (4
corporate videos). Regarding the management of press cover, it has
been defined that a communicational campaign is held in order to
position carbon pricing topics at the national level, including
interviews with key actors, OpEds, media stories, among others. In
addition, a plan for liaising with key actors (civil society, public
authorities,
parliamentarians,
business
associations´
representatives, think tanks, academia, press, among other). On
January 27, 2017, a workshop on strategic spokesman ship for the
PMR-Chile Project was held, with the participation of key
professionals from the Ministries of Energy and the Environment.

Pending:
•
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Design and Implementation of the communications, consultation,
and participation strategies with key decision makers (i.e.
Parliamentarians, National Congress Advisors, Executive Power,
Ministers of the Council of Ministers for Sustainability) to position
carbon pricing instruments within the political/legislative agenda.
(March- July 2017).
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Either for March or April 2017, a meeting has been scheduled with
the advisors for committees on Environment, Energy and National
Resources at the National Congress to disseminate the objectives
and expected results from the Project activities. Furthermore, a
workshop has been planned on carbon pricing aimed at
parliamentarians and their advisers during the month of April 2017,
which would take place at the National Congress. Also, it has been
considered that two high level missions should take place in
countries and/or jurisdictions with leadership on carbon pricing (i.e.
Mexico, British Columbia, California), and also the implementation
of technical roundtables, public consultation processes, high level
meetings, among other instances with decision-makers for the
dissemination and discussion of alternatives and proposals for
carbon pricing instruments in the future (in Chile). All these will
become part of the roadmap for decision making on future carbon
pricing pathways, envisioned to be implemented with additional
PMR funding.
Comments:

The presentation of the diagnosis on communicational needs and
challenges of the PMR-Chile Project had some delays in terms of the
initial programming, since its development considered in-depth
interviews with key high level actors from the public and private
sectors, for which it was complex to program these interviews due to
the tight agendas of interviewees. Even though the latter implied a
delay in the delivery of products related to the Capacity Building-Plan
and the Media Plan, because it was central to address needs and gaps
encountered, now the Communication, Engagement and Capacity
Building Strategy is on track and is delivering products in accordance
with latest adjustments to its original work program.

If necessary, please add components in the table above.
4. PROGRESS, CHALLENGES, AND LESSONS LEARNED
Important policy or regulatory developments related to the Grant’s objectives and activities:
Developments:
1. Tax Reform, Law 20.780
This Tax Reform was approved in October 2014, and introduced a tax on CO2 emissions from fixed
sources, as a means to address environmental externalities. In practice, this carbon tax is applied
on an annual basis, and levies CO2, among other GHG gases (SO2, NOx, MP), based on boilers and
turbines equate or surpass 50MW or more of thermic capacity. The carbon tax is applied on a
US$5 Ton/CO2 rate, and reporting will begin in 2017.
Institutional actors participating in the design and implementation of the carbon tax include: the
National Council for Energy (CNE), the Superintendence of the Environment (SMA), the Ministry
of the Environment (MMA), and the Tax Agency (SII).
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2. Bylaw, Decree No. 18 (MMA): This legal instrument enables green taxes to operate. It establishes
the obligations and a procedure related to the identification of the green taxpayers, and defines
the administrative procedures needed for the application of the tax levied on emissions to the air
of particulate matter, nitrogen oxides, sulfur dioxide and carbon dioxide, according to Article No.
8 of Law 20.780.
3. Instructions for the quantification of emissions from fixed sources affected by Article No.8 of
Law 20.780, Exempt Resolution 1.053 (SMA). Establishes the protocols (methodologies and
procedures) to measure emissions of PM, NOx, SO2 and CO2.
4. Chile’s long-term Energy Policy “Energy 2050” and the role carbon pricing plays:
Chile’s long-term energy policy “Energy for 2050” was approved on December 30, 2015 by the
President of the Republic, after a broad and participatory process that lasted almost two years.
The Energy Policy proposes a vision of Chile's energy sector by the year 2050 as being reliable,
inclusive, competitive, and sustainable. To make this vision a reality by 2050, the Energy Policy is
sustained by four pillars: Quality and Security of Supply, Energy as a Driver of Development,
Environmentally-friendly Energy, and Energy Efficiency and Energy Education. The proposed
measures and action plans shall be developed on the basis of these pillars between now and the
year 2050.
Regarding climate change, the policy is explicit in terms of setting medium and long-term goals.
For instance, for 2035, it states that this policy will contribute to the COP 21 commitment of
reducing the intensity of GHG emissions in Chile by 30% compared to 2007 levels and commits
the implementation of a GHG Emissions Mitigation Plan for the energy sector and of a plan to
adapt the energy sector to the impacts of climate change. For 2050, it states that “GHG
emissions of the energy sector are consistent with international thresholds and national NDCs”.
Carbon pricing is of importance here since, in combination with an energy reform, it can provide
important incentives for clean technology investments, and therefore for a transition to
decarbonization of the economy. In this regard, the 2050 energy policy states the analysis of
other carbon pricing instruments to internalize the environmental externalities associated to
existing, and future energy infrastructure. In this context, the policy explicitly notes that,
“Through the Partnership for Market Readiness initiative, in collaboration with the World Bank,
we will evaluate these economic and market-based instruments, such as emissions trading
systems (ETS or Cap & Trade), which aim to reduce carbon dioxide and other greenhouse gases in
the energy sector.”
5. Intended National Determined Contribution (INDC) under the Paris Agreement (2015)
Chile’s INDC, which was submitted to the Secretariat of the UNFCCC in September 2015, is built on
three key areas: “Resilience to climate change”, including the pillars of Adaptation and Capacity
Building; “Control of greenhouse gas emissions”, comprising the Mitigation pillar; and “crosssupport for climate action”, including technology transfer and development pillars as well as
climate finance. In the case of the mitigation pillar, Chile chose to present its contribution using
the format of emissions intensity (tons of CO2 equivalents per unit of gross domestic product
(GDP) in millions of 2011 Chilean pesos - CLP).
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Methodologically, it was decided to separate the Land Use, Land-use change and Forestry
(LULUCF) sector from the national commitment to mitigation, due to the high annual variability of
sinks and emissions from the sector, and for being less dependent on the trajectory of economic
growth.
The Mitigation pillar:
a) Chile committed to reduce its CO2 emissions per GDP unit by 30% below their 2007 levels by
2030, considering a future economic growth which allows implementing adequate measures
to reach this commitment.
b) In addition, and subject to the grant of international monetary funds, the country would
increase the reduction of its intensity target up to 45% with respect to the 2007 levels,
considering, in turn, a future economic growth which allows to implement adequate measures
to achieve this commitment.
Among the measures included in the document presented to the UNFCCC, the carbon tax
introduced by law 20.780 is considered an important instrument for the delivery of mitigation
outcomes.

6. Chile’s Mitigation Action Plan for the Energy Sector
The Ministry of Energy, in close collaboration with the PMR (through its Policy Analysis Work
Program), is conducting a comprehensive assessment of the measures contained in the Energy
Policy for 2050, complemented by other feasible measures, in order to estimate their mitigation
impact. For this purpose, a consultant team was hired to analyze and recommend a package of
policy instruments in the energy sector that can contribute to the country’s international
commitments and, at the same time, be aligned with the various existing public policy initiatives
on energy and climate change in Chile.
The main results of the plan show that meeting the country´s NDC implies a bigger than expected
level of effort from the sector. Some of the main messages from the plan are:
 The relevance of energy efficiency to meet the mitigation goal and to enable other mitigation
actions within the sector. It is not only important that energy efficiency goals are met as
expected, but also that they should be achieved on time. Otherwise, their positive impact on
NDC achievement may be diminished.
 The transport sector plays a big role since it´s emissions are continuously growing. In
consequence, if the aim is moving towards meeting the higher end of NDC, actions in this
sector need to be taken sooner than later. Electrifying the sector and modal shift are among
the most relevant actions.
 Renewable Energy that allows flexibility to the electric system is fundamental. The
penetration of renewable energy is aligned with the long-term Energy Policy 2050, so how
clean is the country´s energy matrix will be a big question/challenge when the country looks
at mitigation options such as electrifying the energy demand across sectors.
 The Mitigation Action Plan for the Energy Sector will be subject to public consultation in late
February, and then submitted for review and approval by the Council of Ministers for
Sustainability on April 2017, and afterwards, it will be published sometime before June 2017.
Carbon pricing instruments are considered in this Action Plan as relevant measures that will
need further assessment under the PMR initiative.
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Challenges:
An important standing challenge for Chile is to manage an active participation of the myriad sectors
involved in the implementation of the current carbon tax, but also, in assessing nationally appropriate
options to build on current carbon tax design, and/or introduce other carbon pricing instruments in
the post 2020 context. There remains a challenge to improve institutional coordination, including a
wider representation and participation at the ministerial level, as well as opening avenues for civil
society participation. Furthermore, there is yet the need to build on commitments on a decisionmaking level, for the definition of policies and programs for climate change in general, but specifically
for carbon pricing implementation. In this sense, one key challenge is to promote the development of
a national climate change policy that facilitates the implementation of instruments and policies, such
as carbon pricing, that require close collaboration while avoiding inefficiencies, at the governance and
implementation levels.
Moreover, the mitigation action plan for the energy sector is considered a very first step in the
process of defining measures to achieve the sector’s share of GHG mitigation commitments. There is
still a lot more to do in order to be in line with the Paris Agreement’s commitments realization,
including the continuous monitoring and reporting of NDCs. A thorough understanding of possible
trajectories to 2030 (and corresponding measures), along with the determination of sectoral
responsibilities, a better understanding of the costs and roles of private and public sector, as well as a
profound understanding of carbon pricing as a facilitative instrument in this package, is still needed.
The PMR initial phase has been instrumental to help installing the discussion, including strengthening
the understanding of the infrastructure needed to implement the carbon tax; nevertheless, those
critical readiness gaps are pending to be resolved. Article 6.2 of the Paris Agreement opens a
significant space for cooperation between parties to enhance mitigation by using market instruments
in the context of NDCs and Chile is preparing the needed infrastructure --through the PMR-- to make
use of these arising opportunities. Nevertheless, it is critical to understand and address the gaps
associated to the use of mitigation outcomes stemmed from different carbon market approaches, and
how these outcomes/transfers are being reflected in the NDCs or national inventories, or both.
Lessons learned:
It is important to integrate existing policy frameworks in the objectives and expected results over the
course of the readiness phase, in order to ensure that the work on carbon pricing plays an important
role in the delivery of ongoing environmental, social and developmental goals. While it has been
challenging to demonstrate locally, the key role that carbon pricing can play as a driver for a low
carbon, sustainable economy, analyzing and determining the nature of this contribution can facilitate
important aspects on a political and technical level, at early stages.
Important changes in the technical design or approach related to the Grant’s activities:
Developments:
Considering mandates stated under the Tax Reform and Long-Term Energy Policy, and more recently
the challenges posed by the Paris Agreement, adjustments were made at a technical level in
Components 1, 2 and 3, to accommodate a shift in priorities that now focus on the implementation of
the current carbon tax and its MRV system, without losing the opportunity to evaluate other more
comprehensive alternatives for carbon pricing in Chile, such as an ETS across main sectors, given the
window opened by the Paris Agreement for cooperative approaches under Article 6, in addition to
take a close look to progress made in carbon pricing developments in countries such as Mexico, Brazil
(with its ETS simulator) and jurisdictions such as California, Quebec and British Columbia. This reflects
in a new re-grouping of the original procurement plan sub-components. For instance, under
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Component 1, a focus on building on the current carbon tax (or considering carbon tax design
alternatives), was a more recent priority, compared to an original focus mostly on market
mechanisms (ETS and carbon markets).
Challenges:
It is important to avoid duplicating efforts across the comprehensive range of PMR (and other donor)
support work programs. For instance, while Policy Analysis work has been an important source of
inputs informing the assessment of future carbon tax development under Component 1, work is still
underway to delineate the scope of INDC implementation work (envisioned under a new phase for
PAW work) and the scope of general carbon pricing modelling work planned under Component 1.

Lessons learned:
Inter-ministerial and intra-ministerial coordination is fundamental at early stages of readiness, when
work plans should be discussed and defined with close participation of the technical teams that will
participate during the implementation phase.
Key capacity issues (implementation, technical, financial management, procurement) related to the
Grant’s activities:
Developments:
Management of the PMR-Chile Project by AGCID:
 It is worth mentioning that the team for the administration of the Project´s fund requirements at
AGCID, with experience in procurement procedures for the management of international
cooperation initiatives, has been strengthened with PMR support.
 Technical capacity at AGCID for procurement and financial administrative tasks has been
improved.
 Formats for the management of processes associated to the contracting of consultancies (ToRs,
contracts, technical bases, administrative tasks, etc.) have been created.
 Optimized management procedures for procurement (reduction of time frames associated to the
evaluation of consultancies, and of individual consultants, no objection procedures by the World
Bank, revision of ToRs, etc.), have been designed and applied.
Challenges:
 Management of PMR-Chile Project by AGCID:
- A standardized procedure for procurement associated to PMR activities. It requires
generating a manual for procedures and annexes, in order to match formats for World BankAGCID procedures.
- Moreover, the need remains to define a single-entry point for financial and procurement
management in AGCID (currently, a number of actors are involved). Also, there is a need to
improve monitoring procedures to track progress in AGCID. Overall, there is still space for
improvement in terms of applying World Bank procedures that are adapted to national
regulations at AGCID.
- Need to train AGCID staff at the start of projects with the World Bank (administrative and
technical topics).
- Strengthening the acquisitions team at AGCID through the contracting of at least 2
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consultants (a finance consultant- accountant, a support consultant for the acquisitions unit),
due to the high number of projects that AGCID manages with the WB, and with other
international cooperation sources.


Articulation/coordination of consultancies implemented under the Project´s Components´ work
frames
- Maximizing the result of consultancies by identifying the synergies and collaborative spaces,
with a design, and with monitoring procedures managed closely by the coordinating team.
- Toward these aims, refining the schedule of activities and generating a flow of procedures—
with agreed targets- to share information regarding progress made by parts (including an
analysis shared previously on the final conclusions generated by each consultancy), and also
altogether, having as a reference the deadlines defined for the achievement of each of the
targets.
- The need (already identified by the PMR) persists in terms of generating a repository for
information that is useful to the PMR-Chile Project and/or to consultants, or to strengthen
the use of an existing repository.
- To share a map of stakeholders, a database, and other materials for shared capacity building
and common use.

Lessons learned:
 As described above, PMR project implementation needs building on human technical capacities
from the onset. Establishing templates (formats) for project documentation, for example, at early
stages, facilitates, and makes coordination more efficient in the development of deliverables such
as ToRs and contracts, in view that the support for project management represent a key factor for
project expected results.
 Need to establish synergies between consultant entities to maximize results of the PMR-Chile
Project.
Coordination with other carbon pricing initiatives, including those funded by other donors:
Developments:
As described in previous sections, ToRs implemented under Policy Analysis work, which focus on expost analysis of the current carbon design, have been useful source of inputs for the development of
ToRs focusing on alternative design options to guide the next stage of policy work for this instrument
(Component 1). Moreover, another set of ToRs under PAW focuses on INDC implementation in the
energy sector (including the development of a sectorial strategy for climate change mitigation), which
should complement work on carbon pricing as defined under PMR Components.
As stated before, in close collaboration with the PMR (through its Policy Analysis Work Program), the
Ministry of Energy is conducting a comprehensive assessment of the measures contained in the
Energy Policy for 2050, complemented by other feasible measures, in order to estimate their
mitigation impact and recommend a package of policy instruments in the energy sector that can
contribute to the country’s international commitments. The Mitigation Action Plan complements the
work on carbon pricing as defined under PMR Components.
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Stakeholder engagement related to the Grant’s activities:
Developments:
 After the establishment of the Consultative Group of Experts (GCE), on September 2015, and with
the objectives to address the need of creating a “critical mass” of stakeholders that collaborates
with Chile´s PMR Team on a regular basis, and following a structured program of work to achieve
expected results specified under Components 1, 2 and 3, several meetings with the CGE were
held during the second halve of 2016 and on January 18, 2017. Besides informing progress on
each component, discussions on the role of carbon pricing and the PMR started within this group.
A periodic meeting agenda is schedule from March 2017.
 The Implementation of the Technical Seminar and High Level Dialogue on Carbon Pricing
Instruments and Green Growth (June 28-30th 2016, the workshop “Information as a keystone for
carbon pricing instruments” (January 2017), and participatory and consultative workshops
(November 2016-January 2017) under Component 1, which all together added a critical mass of
more than 550 participants, was relevant to contribute to the generation of a debate about
objectives, alternatives, available technical frameworks and established commitments on climate
change and carbon pricing instruments at the regional level, and to initiate talks on a potential
role for carbon pricing within a broader context of green growth within the Pacific Alliance
countries.
 The implementation of a Consultation and Participation Plan with relevant actors to the Project
(Steering Committee, Consultative Group of Experts, other actors) in matters related to options
and proposals in carbon pricing in the medium and long term in Chile, that emerge from the
studies undertaken under Component 1, with the purpose of contributing to the transparency,
relevance, credibility, and legitimacy of the process.
Challenges:
•

•
•

•

•

Ensuring the coordination and generation of effective channels of communication with and
between relevant actors of the PMR-Chile Project (Steering Committee, Consultative Group of
Experts, Ministries of Environment, Energy and Finance; and other relevant actors) that
participate in instances for dissemination, consultation and participation, for which proposals
must be formulated to strengthen the integration, announcement, and governance of these
instances.
Strengthening instances for communication, consultation and participation with high-level
decision makers (i.e. National Congress, Executive Power, Council of Ministers for Sustainability)
to position carbon pricing instruments within the political/legislative agendas.
Aligning the components Capacity Building and Communication of the consultancy regarding
“Strategy for Communication, Consultation and Participation” with the needs to inform, build
capacities and level information with the Steering Committee and the Consultative Group of
Experts.
Working closely with key actors that are (and probably will be) local references or key
stakeholders in climate change matters and carbon pricing decision making, to endow the Project
with continuity. Decision makers, private sector, think tanks and technical teams working with
parliamentarians, should be included.
Distinguishing instances for technical discussion from the discussions and political definitions
required by the PMR-Chile Project, in order to maximize results, and to clarify intersecting
instances. Making the spaces for technical feedback and information explicit, and political
feedback, and to link these with the milestones and final product needs of the current phase.
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Lessons learned:
It is important to address misperceptions and misinformation on carbon pricing on a general public
level, from early stages of readiness, in order to allow for enough time in securing stakeholder
engagement and create required capacities on such matters.
Other issues related to the Grant’s activities
N/A
5. ADDITIONAL INFORMATION

N/A
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Annex 2: Results Framework and Monitoring
Progress made under Chile´s PMR initial proposal
Intermediate Results
Indicators
Regulatory Analysis for a
carbon pricing instrument in
Chile

Economic Analysis for a
carbon pricing instrument
in Chile

Deliverables
1. Comparative study on international and national regulatory systems.
This activity is in development under consultancies in Component 1 related to MRV
and different carbon pricing pathways. Completion is expected in August 2017.
2. Map of existing and required regulatory capabilities in Chile.
This activity is in development under consultancies in Component 1. Completion is
expected in August 2017.
3. Definition and specifications of the needed regulatory requirements.
In the context of the carbon tax, Component 2 activities are providing definitions of
a robust MRV design and implementation of this instrument. Under Component 1,
needed regulatory requirements are being analyzed in the context of possible new
features for the carbon tax and for a transition to an ETS. In addition, MRV
regulatory analysis for an ETS and the use of offsets are being evaluated in
Component 1 activities. Completion is expected in August 2017.
4. Understanding of the interaction of a carbon pricing instrument such as ETS or
carbon tax with current and future legislation in Chile.
Under the Policy Analysis Work (PAW), two studies were conducted in the context
of the carbon tax, one on interactions of this instrument with other policies in the
energy sector, and the other on evaluating the impacts of different carbon tax
levers (5, 14 and 30) in terms of emissions reduction and energy bills. The findings
of these two studies are being utilized in the elaboration of proposals on carbon tax
possible evolutions (increase tax rate and expand coverage) and on an ETS, which
will inform the roadmap for decision making on a policy package of carbon pricing
instruments.
5. Legal advice and report on institutional design and core elements of legislation
for a carbon pricing instrument.
This issue is being addressed under ongoing consultancies in Component 1.
1. Information for the various stages of designing a carbon pricing instrument and its
MRV system.
In the context of a potential ETS in the future, these stages are being considered in
the proposal being designed for this purpose under Component 1, Activity 3.
2. In depth survey of emitting industries.
A study was conducted in the context of the carbon tax, under the PMR Technical
Work Program, which was instrumental in defining the initial scope of entities
regulated by the carbon tax.
3. Baseline data collection from the RETC from all emitting industries, including
information on GHG emissions, existing technologies and costs per unit
production.
No progress in this deliverable. The Ministry of the Environment has launched a
registry of emitting sources under the carbon tax regulation. Part of this

TEMPLATE FOR ADDITIONAL FUNDING PROPOSAL-CHILE

Institutional Analysis for a
carbon pricing instrument in
Chile

information is required under this registry.
4. Building model replicating the functioning of the market through a quantitative
instrument.
No progress in this deliverable.
The ETS simulator proposed for additional funding could partly address this
deliverable.
5. Understanding broad economic impacts of different carbon pricing instrument
designs.
This analysis is under development in Component 1, Activity 3 of the initial MRP.
Expected completion date, August 2017.
6. Understanding how market structure can affect the ability of Chilean firms to
respond and pass on carbon prices and/or explain the existence or not of windfall
profits.
This analysis was done under PAW in the premises of the carbon tax. Results and
recommendations are taken into consideration in the development of proposals for
future carbon tax prospects and ETS, under development in Component 1, Activity
3.
7. Identification of emissions-intensive trade-exposed mobile or expanding activities
and the likely scale of leakage from them.
This analysis is being conducted as part of the proposals cited in point 6 above.
8. Understanding of the role of complementary measures under a carbon pricing
scheme.
Ongoing. A study on the impacts of the CDM in Chile and a proposal for the use of
offsets in the context of the carbon tax and an ETS are being prepared under
Component 1, Activity 3. Expected completion date, August 2017.
9. Cost analysis using the MAPS-Chile macroeconomic models based on Dynamic
Stochastic General Equilibrium Model.
Partly, this analysis would be conducted under Component 1, Activity 3, under the
proposals to move forward on the carbon tax and on an ETS.
10. Analysis of environmental co-benefits.
Ongoing, as part of the proposals indicated in point 8 above.
11. Address questions related to goals and market structure, sector coverage & gases,
linking & offsets, phasing and allocation of a carbon pricing instrument.
Ongoing, as part of the proposals indicated in point 8 above.
1. Assessment of institutional capacities required and existent.
Ongoing, as part of activities to implement the carbon tax (Component 2), and of
activities under Component 1, Activity 3.
2. Design of an institutional arrangement for the implementation of a carbon pricing
instrument.
Ongoing, as part of activities to implement the carbon tax (Component 2), and of
activities under Component 1, Activity 3.
3. Report with the roles, capabilities and needs that existing financial institutions
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Design and Implementation
of MRV system

Enhanced implementation
of a bottom-up emissions
registry

Design of emissions
transaction registry

have in order to oversee the emerging of a carbon market associated to a carbon
pricing instrument for the energy sector.
No progress in this deliverable. This would be assessed during the roadmap stated
under additional funding, Activity 1.
4. Full budget with a detailed itemized disaggregation for the institutional design,
implementation and operation of a carbon pricing instrument.
Ongoing analysis under Component 2, with regard to the carbon tax
implementation requirements.
The outcome of these activities will be the design and implementation of an MRV
framework that will enable a transparent accounting of the energy sector’s
contribution to GHG emission reductions based on the national environmental policy.
1. Complete document with the methodological and technical requirements for a
specific and flexible sectorial MRV.
Ongoing as part of a robust design and implementation MRV framework for the
carbon tax.
Ongoing as part of the MRV requirements for a system compatible with and ETS,
being developed under Component 1, Activity 3.
2. Set of options for the different types of emission sources.
Ongoing as part of the MRV requirements for a system compatible with and ETS,
being developed under Component 1, Activity 3.
3. Reaching a critical mass of trained technicians for a fully functional sectorial MRV.
Ongoing as part of the implementation of the carbon tax, under Component 2.
4. Complete design for a tiered approach to reporting.
Ongoing as part of the implementation of the carbon tax, under Component 2.
5. Periodic review of the MRV system to guarantee delivery of its intended
objectives, showing adaptability to any emerging circumstances.
Considered under current consultancies in Components 1 and 2.
1. Inclusion of compliance system associated with the GHG emissions reporting
within the RETC.
The design of an enhanced MRV system, ETS compatible, is being developed under
Component 1. Expected completion date, August 2017.
1. Operating emissions transaction registry software implemented for the energy
sector that fulfills all the technical, safety and organizational requirements,
including its reliability by guaranteeing uninterrupted access to the registry
account.
A design of an ETS Simulator, including a registry software, is being considered
under Component 1. Expected completion date, August 2017.
2. Plan with procedures, including its associated costs, for checks, updates and
maintenance of the registry system.
These figures will be gathered once this simulator is in operations under additional
PMR funding. Expected dates of implementation: 2018-2019.
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Annex 3

ANNEX 4
		
Nº 40.969

meses para subsanar el incumplimiento; en caso de
no efectuarse la corrección en el plazo concedido
se notificará una nueva infracción conforme a este
inciso. La aplicación de las sanciones respectivas se
ajustará al procedimiento establecido en el número
2° del artículo 165 del Código Tributario.
La adulteración maliciosa en cualquier forma
de los productos o inventarios, o de la información
que respecto de aquellos se proporcione al Servicio
de Impuestos Internos, con la finalidad de determinar
un impuesto inferior al que corresponda, será
sancionada conforme a lo dispuesto en el inciso
primero del número 4° del artículo 97 del Código
Tributario.
En caso de detectarse en un proceso de
fiscalización, especies de las reguladas en el presente
artículo, que no cuenten con alguno de los elementos
distintivos a que se refiere el inciso primero, se
aplicará la sanción establecida en el inciso sexto de
este artículo y el comiso de los bienes o productos
respectivos.
La incautación de las especies se efectuará por
funcionarios del Servicio de Impuestos Internos en
el momento de sorprenderse la infracción, debiendo
remitirlas al recinto fiscal más próximo para su
custodia y conservación. El vehículo o medio
utilizado para cometer la infracción establecida en
el inciso anterior no podrá continuar hacia el lugar
de destino mientras no se proceda a la incautación
de los bienes o productos respectivos.
Para llevar a efecto las medidas de que trata
el inciso anterior, se aplicará lo dispuesto en el
inciso final del número 17 del artículo 97 del Código
Tributario.
Respecto de los bienes o productos incautados
o decomisados de conformidad a la presente ley, se
aplicarán en cuanto fueren compatibles las normas
establecidas en el Título VIII del Libro II de la
Ordenanza de Aduanas, contenida en el decreto con
fuerza de ley N° 213, de 1953, según texto fijado
por el decreto con fuerza de ley N° 30, de 2005,
del Ministerio de Hacienda.”.
Artículo 5°.- Introdúcense las siguientes
modificaciones en el artículo 21 del decreto ley
N° 910, de 1975:
1. En el inciso primero, reemplázase el
guarismo “4.500” por “2.000”.
2. En el inciso sexto, reemplázase el guarismo
“4.500” por “2.000”.
Artículo 6°.- Introdúcense las siguientes
modificaciones en el decreto ley N° 3.475, de 1980,
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que establece la ley sobre Impuesto de Timbres y
Estampillas:

Cuerpo I - 39

por la cantidad que resulte de la aplicación de la
siguiente fórmula:

1. En el número 3 del artículo 1°, reemplázanse
los siguientes guarismos:

Donde:

a. “0,033” por “0,066”.

Impuesto por tonelada del contaminante
“i” emitido en la comuna “j” medido
en US$/Ton

b. “0,4” por “0,8”.
c. “0,166” por “0,332”.

coeficiente de dispersión de
contaminantes en la comuna “j”

2. En el artículo 2°, reemplázanse los siguientes
guarismos:

Costo social de contaminación per
cápita del contaminante “i”

a. “0,166” por “0,332”
b. “0,033” por “0,066”.
c. “0,4” por “0,8”.
3. En el inciso segundo del artículo 3°,
reemplázanse los siguientes guarismos:
a. “0,033” por “0,066”.
b. “0,4” por “0,8”.
Artículo 7°.- Reemplázase, en el artículo 12 del
decreto N° 1.101, del Ministerio de Obras Públicas,
de 1960, que fija el texto definitivo del decreto con
fuerza de ley N° 2, de 1959, sobre Plan Habitacional,
la expresión “50%” por “25%”.”
Artículo 8°.- Establécese un impuesto anual a
beneficio fiscal que gravará las emisiones al aire de
material particulado (MP), óxidos de nitrógeno
(NOx), dióxido de azufre (SO2) y dióxido de
carbono (CO2), producidas por establecimientos
cuyas fuentes fijas, conformadas por calderas
o turbinas, individualmente o en su conjunto
sumen, una potencia térmica mayor o igual a
50 MWt (megavatios térmicos), considerando
el límite superior del valor energético del
combustible.
El impuesto de este artículo afectará a las
personas naturales y jurídicas que, a cualquier
título, haciendo uso de las fuentes de emisión de
los establecimientos señalados precedentemente,
generen emisiones de los compuestos indicados en
el inciso anterior.
En el caso de las emisiones al aire de material
particulado (MP), óxidos de nitrógeno (NOx) y
dióxido de azufre (SO2), el impuesto será equivalente
a 0,1 por cada tonelada emitida, o la proporción que
corresponda, de dichos contaminantes, multiplicado

Población de la comuna “j”
El coeficiente de dispersión podrá tomar cinco
valores dependiendo de si la comuna “j” posee un
factor de dispersión alto, medio-alto, medio, mediobajo o bajo y el factor de dispersión se determinará
a partir de los factores de emisión-concentración
(FEC) estimados para material particulado 2,5 para
cada comuna, conforme a la siguiente tabla:
Factor Dispersión

FEC

Coeficiente

Alto

]600 - + ton/ug/m3

0.8

Medio-Alto

]400 – 600] ton/ug/m3

0.9

Medio

]200 – 400] ton/ug/m3

1

Medio-Bajo

]100 – 200] ton/ug/m3

1.1

Bajo

0 – 100] ton/ug/m3

1.2

El Costo Social de contaminación per cápita
(CSCpc) asociado a cada contaminante local será
el siguiente:
Contaminante

Dólares de Estados Unidos de Norteamérica

MP

$0.9

SO2

$0.01

Nox

$0.025

La población de cada comuna se determinará
para cada año de acuerdo a la proyección oficial
del Instituto Nacional de Estadísticas.
En el caso de las emisiones de dióxido de
carbono, el impuesto será equivalente a 5 dólares de
Estados Unidos de Norteamérica por cada tonelada
emitida. Con todo, el impuesto a las emisiones de

		
Cuerpo I - 40

dióxido de carbono no aplicará para fuentes fijas que
operen en base a medios de generación renovable no
convencional cuya fuente de energía primaria sea la
energía biomasa, contemplada en el numeral 1), de
la letra aa) del artículo 225 del decreto con fuerza
de ley N° 4, de 2006, del Ministerio de Economía,
Fomento y Reconstrucción, ley General de Servicios
Eléctricos.
El pago de los impuestos deberá efectuarse en
la Tesorería General de la República en el mes de
abril del año calendario siguiente a la generación de
las emisiones, en moneda nacional, de acuerdo al
tipo de cambio vigente a la fecha del pago, previo
giro efectuado por el Servicio de Impuestos Internos.
El Ministerio del Medio Ambiente determinará
mediante decreto supremo los establecimientos que
se encuentran en la situación del inciso primero
de este artículo. Dicho decreto deberá actualizarse
anualmente.
Para la aplicación de la fórmula establecida
en este artículo, la Superintendencia del Medio
Ambiente certificará en el mes de marzo de cada año
las emisiones efectuadas por cada contribuyente en
el año calendario anterior. La certificación podrá ser
impugnada conforme a lo dispuesto en el artículo 55
contenido en el artículo segundo de la ley N° 20.417,
suspendiéndose el giro del impuesto mientras el
recurso no se encuentre totalmente resuelto.
Un reglamento dictado por el Ministerio
del Medio Ambiente fijará la metodología para
determinar los factores de emisión-concentración
por comuna, conforme a lo señalado en el inciso
cuarto; asimismo, establecerá los procedimientos
administrativos necesarios para la aplicación del
impuesto a que se refiere el presente artículo.
Las características del sistema de monitoreo de
las emisiones y los requisitos para su certificación
serán aquellos determinados por la Superintendencia
del Medio Ambiente para cada norma de emisión
para fuentes fijas que sea aplicable. La certificación
del sistema de monitoreo de emisiones será tramitada
por la precitada Superintendencia, quien la otorgará
por resolución exenta. Para estos efectos, la
Superintendencia del Medio Ambiente fiscalizará
el cumplimiento de las obligaciones de monitoreo,
registro y reporte que se establecen en el presente
artículo.
Los contribuyentes a que se refiere este
artículo deberán presentar a la Superintendencia
del Medioambiente, un reporte del monitoreo de
emisiones, conforme a las instrucciones generales
que determine el señalado organismo, el que
además podrá definir los requerimientos mínimos
de operación, control de calidad y aseguramiento de
los sistemas de monitoreo o estimación de emisiones,
la información adicional, los formatos y medios
correspondientes para la entrega de información.
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Los contribuyentes que incumplan las
obligaciones que se establecen en los dos incisos
precedentes serán sancionados de acuerdo a lo
dispuesto en la ley orgánica de la Superintendencia
de Medio Ambiente.
El retardo en enterar en Tesorería los impuestos
a que se refiere este artículo se sancionará en
conformidad a lo dispuesto en el número 11 del
artículo 97 del Código Tributario.
La Superintendencia deberá enviar al Servicio
de Impuestos Internos un informe con los datos y
antecedentes necesarios para que proceda al cálculo
del impuesto por cada fuente emisora.
Para los efectos de lo dispuesto en el inciso
segundo del artículo 149 del decreto con fuerza de
ley N° 4, de 2006, del Ministerio de Economía,
Fomento y Reconstrucción, ley General de
Servicios Eléctricos, el impuesto que establece el
presente artículo no deberá ser considerado en la
determinación del costo marginal instantáneo de
energía, cuando éste afecte a la unidad de generación
marginal del sistema. No obstante, para las unidades
cuyo costo total unitario, siendo éste el costo variable
considerado en el despacho, adicionado el valor
unitario del impuesto, sea mayor o igual al costo
marginal, la diferencia entre la valorización de sus
inyecciones a costo marginal y a dicho costo total
unitario, deberá ser pagado por todas las empresas
eléctricas que efectúen retiros de energía del sistema,
a prorrata de sus retiros, debiendo el Centro de
Despacho Económico de Carga (CDEC) respectivo,
adoptar todas las medidas pertinentes para realizar
la reliquidación correspondiente. El Servicio de
Impuestos Internos enviará en el mes de abril de cada
año al CDEC respectivo y a la Comisión Nacional
de Energía, un informe con el cálculo del impuesto
por cada fuente emisora. La Comisión Nacional de
Energía, mediante resolución exenta, establecerá las
disposiciones de carácter técnico que sean necesarias
para la adecuada implementación del mecanismo
señalado en este inciso.
Artículo 9°.- A partir del 1 de enero de 2016,
derógase el decreto ley N° 600, de 1974, Estatuto
de la Inversión Extranjera.
A contar de dicha fecha, el Comité de
Inversiones Extranjeras no podrá celebrar nuevos
contratos de inversión extranjera sujeto a las reglas
del estatuto contenido en el decreto ley N° 600,
de 1974.
Los titulares de contratos de inversión ya
suscritos con el Comité continuarán rigiéndose
por las normas legales vigentes aplicables a sus
contratos, incluido lo dispuesto en su Título III
sobre el Comité de Inversiones Extranjeras.

Nº 40.969

Artículo 10.- Introdúcense las siguientes
modificaciones en el Código Tributario, contenido
en el artículo 1° del decreto ley N°830, de 1974:
1. Incorpórase el siguiente artículo 4° bis,
nuevo:
“Artículo 4° bis.- Las obligaciones tributarias
establecidas en las leyes que fijen los hechos
imponibles, nacerán y se harán exigibles con
arreglo a la naturaleza jurídica de los hechos, actos
o negocios realizados, cualquiera que sea la forma
o denominación que los interesados le hubieran
dado, y prescindiendo de los vicios o defectos que
pudieran afectarles.
El Servicio deberá reconocer la buena fe de los
contribuyentes. La buena fe en materia tributaria
supone reconocer los efectos que se desprendan de
los actos o negocios jurídicos o de un conjunto o
serie de ellos, según la forma en que estos se hayan
celebrado por los contribuyentes.
No hay buena fe si mediante dichos actos o
negocios jurídicos o conjunto o serie de ellos, se
eluden los hechos imponibles establecidos en las
disposiciones legales tributarias correspondientes.
Se entenderá que existe elusión de los hechos
imponibles en los casos de abuso o simulación
establecidos en los artículos 4° ter y 4° quáter,
respectivamente.
En los casos en que sea aplicable una norma
especial para evitar la elusión, las consecuencias
jurídicas se regirán por dicha disposición y no por
los artículos 4° ter y 4° quáter.
Corresponderá al Servicio probar la existencia
de abuso o simulación en los términos de los
artículos 4° ter y 4° quáter, respectivamente. Para
la determinación del abuso o la simulación deberán
seguirse los procedimientos establecidos en los
artículos 4° quinquies y 160 bis.”.
2. Incorpórase el siguiente artículo 4° ter,
nuevo:
“Artículo 4º ter.- Los hechos imponibles
contenidos en las leyes tributarias no podrán ser
eludidos mediante el abuso de las formas jurídicas.
Se entenderá que existe abuso en materia tributaria
cuando se evite total o parcialmente la realización
del hecho gravado, o se disminuya la base imponible
o la obligación tributaria, o se postergue o difiera
el nacimiento de dicha obligación, mediante
actos o negocios jurídicos que, individualmente
considerados o en su conjunto, no produzcan
resultados o efectos jurídicos o económicos
relevantes para el contribuyente o un tercero, que
sean distintos de los meramente tributarios a que
se refiere este inciso.
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Executive Summary

T

he country that all Chileans dream of
building by the year 2050, a country
offering greater levels of personal and
collective wellbeing, is now under construction.
In order to move in the direction we want to
go, we must plan our route and work together
to develop a strategy that is a product of the
contributions of the different sectors of society.
We need adequate public policies so that we
can systematically and deliberately model the
country that we pass on to future generations
of Chileans.
Energy is a key strategic factor for reaching the
economic and social development goals that we
have set ourselves. It is therefore vital to ensure
that our future energy supply will respond to
the needs of society. When the energy sector
develops through market solutions, this does
not always lead to decisions that maintain the
common good or prioritize society's preferences
with regard to how best to use this essential
resource. Chilean society expects the State to
play a role in planning and management that

includes all stakeholders in the definition of a
solid and consistent market-oriented strategy.
On the other hand, in the development equation, energy is much more than a key input. Its
generation and use represent additional opportunities to promote positive changes in people's
quality of life. When energy is obtained and
used optimally, a virtuous circle is generated
that directly impacts economic growth, offers
opportunities to care for the environment, and
favors people’s development, thus allowing
society to move towards equitable and sustainable development.
Public policy decisions on energy are complex
when it comes to achieving the nation’s objectives. It is everyone’s duty, and also a collective
opportunity, for us to work together to build a
path that will make the energy sector a safe,
inclusive, competitive, and sustainable medium
whose benefits extend to all areas of life for the
Chilean people.
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The Energy Agenda, presented in May 2014 by
the President of Chile as a Road Map for the
development of government actions in this
area, established as one of its tasks “the design
and execution of a long-term Energy Policy
with social, political, and technical validation.”
To that end, two horizons were identified: one
short-term and one medium- and long-term.
The first was to discuss the work areas in terms
of the standards, policies, and regulations that
will guarantee the technical feasibility and sustainability of the energy matrix. The second was
to discuss strategic and technological aspects
that will define the energy matrix that Chile will
promote from now to 2050.
In the context of the Energy Agenda, a discussion process was developed that included key
stakeholders from the public sector, industry,
academia, civil society, the regions of the
country, and the general public. The goal was to
develop the country’s long-term Energy Policy.
An Advisory Committee led by the Minister of
Energy and composed of key participants from
the sector was convened with regional and national representation. The members form part
of various ministries and public institutions,
trade associations, civil society, and Chilean
universities. During September, the committee
evaluated the proposed “Road Map for 2050:
Towards Sustainable and Inclusive Energy for
Chile.” The Road Map contains the key items to
be considered by the Energy Policy in the long
term. It has served as an essential input of the
development that is presented here.
Between November 4 and December 4, a public
consultation process was conducted in regard to
the Energy Policy document. The process yielded over 400 comments that varied in scope and
perspective. In addition, five regional workshops
were conducted in Santiago, Calama, Puerto
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Montt, La Serena, and Concepción. They were
attended by approximately 420 people from
different areas of society who are interested in
the energy sector. The comments collected during the public consultation process and at the
regional workshops served as important inputs
for the drafting of this document.
The Energy Policy proposes a vision of Chile's
energy sector by the year 2050 as being reliable, inclusive, competitive and sustainable.
This vision is part of a systemic approach in
which the main goal is to achieve and maintain
the reliability of the entire energy system while
meeting sustainability and inclusion criteria
and contributing to the competitiveness of the
nation’s economy. These attributes allowed us
to establish the goal of moving towards sustainable energy in all of its dimensions.
In order to make this vision a reality by 2050, the
Energy Policy is sustained by four pillars: Quality
and Security of Supply, Energy as a Driver
of Development, Environmentally-friendly
Energy, and Energy Efficiency and Energy
Education. The proposed measures and action
plans shall be developed on the basis of these
pillars between now and the year 2050.

RELIABILITY

PILLAR 1
QUALITY AND
SECURITY OF SUPPLY

INCLUSIVENESS

PILLAR 2
ENERGY AS A
DRIVING FORCE FOR
DEVELOPMENT

QUALITY AND SECURITY OF SUPPLY

A

reliable energy system is a key driver of
the country’s development. It is fundamental that energy is available at a reasonable
and predictable price that favors competition.
The principle of reliability that is framed in the
vision of this policy is understood in a way that
goes beyond the classic concept of security in
the energy sector. This definition also incorporates reliable access to energy, supply quality,
and system flexibility criteria, among others.
To that end, it is necessary to move forward in
the area of security and flexibility at the level
of centralized production and to have decentralized production and active management
of demand.
Long-term supply security in the energy
system is closely tied to a robust and resilient
energy system that can provide energy in
accordance with the country’s needs. It is vitally
important that it has the capacity to respond
to and anticipate critical conditions. In view of
this, the risks to which the country is exposed
and the possible consequences of problematic
situations must be analyzed. The country must
have current risk and energy emergency

COMPETIVENESS

PILLAR 3
ENVIRONMENTALLYFRIENDLY ENERGY

SUSTAINABILITY

PILLAR 4
ENERGY EFFICIENCY
AND ENERGY
EDUCATION

management plans that ensure the resilience
and reliability of the energy system.
In this sense, the role of international energy
integrations is fundamental because it allows
greater flexibility and security to be provided
to energy systems. Chile´s long-term vision is
to be connected in terms of energy with other
countries of South America. In fact, our goal as
a country is to be interconnected with other
nations on the South American continent by the
year 2035.
Along with rapid technological development,
decentralized production has become increasingly important along with active management
of demand in energy systems. According to
this new paradigm, final energy consumers are
taking on a more active role in the operation
of the system. As a result, the demand management mechanisms and other smart network
applications are allowing this new reality of the
energy sector to be used adequately, contributing in a decided manner to the achievement
of the Energy Policy objectives in the areas of
security, efficiency, and flexibility. We thus aspire to create a completely bidirectional energy
system in which energy can be produced and
managed in a top-down manner and in a bottom-up manner, reaching distributed genera-

EXECUTI V E S UMMA RY

™

11

tion and demand management levels similar to
those of other OECD member states.
Public access to energy is fundamental to move
in the right direction. The public´s access to
electricity is now almost complete. In fact, the
network offers coverage to 99% of the population, though there are certain disparities at the
urban and rural levels. However, the quality of
the energy supply must improve. For example,
sometimes users face service interruptions. In
view of this, one of the goals for the year 2050
is for power outages in all regions to average
less than one hour per year, excluding cases of
force majeure.

ENERGY AS A DRIVER OF
DEVELOPMENT

O

ne of the pillars of our new energy policy is
based on the vision of energy as a driver of
the country’s development. Without energy, there
is no growth. In order to promote growth, Chile
must have inclusive energy development characterized by equitable access, territorial coordination, and prices that promote competition.

The advance of communications and a growing
awareness of their rights are leading people to
participate actively in the political and economic decisions that affect them. Today more
than ever, our country needs an energy sector in
which the vision and expectations of local communities with regard to the environment and
development are considered alongside technological and technical-economic aspects. This
new reality requires new forms of collaboration
among communities, businesses, and the State
in order to ensure that new projects go hand in
hand with greater development that directly
benefits local communities. In order to achieve
this, the Policy has as a goal the development of
an associativity strategy in the energy sector
that will allow the quality of life in the places
where projects are located to be changed for
the better. In addition, it will be necessary to
ensure the existence of formal, timely, informed, symmetrical and pertinent participatory
processes for citizens in the development of
policies, plans and projects, at the national,
regional and local levels.
In the context of the United Nations' SE4all initiative, access to energy is defined as “the physical
availability of modern energy services to satisfy
basic human needs, at affordable prices, inclu-
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ding electricity and efficient appliances such
as cooking stoves.” Along these lines, access is
understood in a broader context that involves
satisfying the population’s basic needs through
energy. This makes it even more urgent to think
about an energy strategy from the perspective of
equity in order to meet the population’s energy
needs. For this very reason, it is important to define the concept of energy poverty, specify which
variables determine it, and identify the country’s
current situation. According to this Energy Policy,
the next step is to ensure universal and equitable access to modern, reliable and affordable
energy services for the entire population.
Another key factor to consider is the territorial
management of energy throughout the country.
Currently, territorial management is fragmented
into multiple and varied instruments that lack
coherence and connection. There is a need to
integrate all the existing territorial management
instruments into one tool that can coherently
channel the interests of the various stakeholders, sectors, and institutions while keeping in
mind the different territorial scales. One goal of
the Energy Policy is for all regions to have Regional Energy Plans as well as regional territorial
planning and management instruments that
incorporate the guidelines of the Energy Policy.
In addition, urban and rural territorial planning
must include the requirements necessary to
implement efficient and less polluting transport
systems and buildings.

The challenges that must be addressed include
the sector’s competitiveness and social protection for families’ access to energy. Chile currently has some of the highest electricity prices in
Latin America, and they are in the intermediate
range in comparison to other OECD member
states. This not only affects final consumers and
local communities, but also the economy as a
whole. As such, it constitutes an obstacle to the
nation’s development.
To address these challenges with a long-term
vision, Chile must be capable of generating competitive prices for electricity. The Energy Policy
states that one essential condition for achieving
sustainable development is to position Chile
among the three OECD member states with
the lowest average residential and industrial
electricity prices in the long term. In order to
achieve this goal, an effort will be made to change regulatory, market, and social aspects so that
they foster the growth of electricity generation
technologies that are low in cost and offer good
environmental performance, encouraging energy supply competition. One fundamental aspect
of achieving the level of development that we
want as a nation – so that our country is inclusive, equitable, and respectful of the environment
and social coexistence - is the optimization of
our technologies, incorporating innovation into
all areas of energy production, generation, and
distribution.

This involves building the Energy Policy from and
in conjunction with the regions outside of Chile's
capital, Santiago. Energy facilitates decentralization, allowing people to stay in their home
regions and municipalities through the creation
of real opportunities for employment and personal development. Energy is a driver of regional
development.
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ENVIRONMENTALLY-FRIENDLY
ENERGY

ce. In particular, all communities should have
regulations declaring forest biomass as solid
fuel and changes must be made to heaters and
collective heating in saturated or latent areas.

T

Today there is broad scientific consensus regarding the phenomenon of climate change. It
is an unequivocal fact that this is caused mainly
by human activities that generate greenhouse
gas emissions. In Chile, we anticipate significant
impacts on hydrological conditions, which will
affect the generation of hydroelectric energy.
This Policy reflects a commitment to address
the challenge that climate change poses and
decidedly supports a transition towards an
economy —and an energy matrix— that is significantly lower in carbon, reaching at least a
30% reduction in Greenhouse Gas emissions
(GHG) emissions by 2030 in accordance with
the international commitments that have
been made.

he development of the energy sector cannot
be separated from environmental concerns.
We must implement policies that address two
major challenges simultaneously: the promotion of a renewable energy matrix and the
development of guidelines for addressing local
and global environmental impacts.

Historically, Chile has had a vocation for renewable electricity generation. In the 1980s,
80% of energy generation was hydroelectric.
However, over the past five years, the average
share of hydroelectric generation has been just
32% in spite of the significant potential that
exists. One of the goals of the Energy Policy is
to return to this vocation, implementing the
necessary actions so that renewable energy
sources constitute 60% of the electricity generation matrix by the year 2035 and at least
70% by the year 2050. We are a privileged
nation in terms of solar radiation, particularly
in northern Chile. This offers us an opportunity
and the privilege to become a global leader in
the area of solar generation.
The complement to this renewable energy
matrix should be using the existing generation infrastructure to contribute as much as
possible to the efficient performance of the
system. We must focus on new developments
with thermoelectric technologies that are low
in emissions and cost-effective, such as natural
gas and biomass. Chile has the opportunity to
use biomass as an abundant source of energy, as
it is local, renewable, clean and fairly accessible
as long as the correct decisions are made in
order to encourage adequate use of the resour-
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It will not be possible to achieve this electricity
potential without incorporating elements of
sustainability into project development, which
should protect the environment and consider
and incorporate communities’ social dynamics
and cultural values so that the various groups
are adequately integrated into local and national economic development. This Energy Policy
recognizes the importance of reviewing, perfecting, and improving the environmental regulatory framework periodically and keeping
up-to-date on the best international practices so as to reflect the interests of society and
maximize social wellbeing.

ENERGY EFFICIENCY AND ENERGY
EDUCATION

A

s is the case for any country in the midst
of a transition to development, economic
growth, the strengthening of the middle class,
and urban development will all put pressure on
energy demand in Chile. Even if energy efficiency measures are implemented to manage the
decoupling of the indicators, it will be necessary
to make an effort to ensure that greater energy
demand is viable and sustainable.

Chile needs to make changes with regard to
energy efficiency. The measures introduced
thus far have not had the expected results. To
achieve greater progress in the area of energy
efficiency, an adequate legal framework is needed that can promote the efficient use of energy among the different types of consumers. This
is the only way that Chile’s energy efficiency
potential can be realized and it is the only way
to decouple national growth from increased
energy consumption.
Intensive energy consumption sectors such as
industry and mining require systematized data
and a robust institutional structure so that they
can develop an advanced and innovative energy
culture. The goal of the Policy through 2035 is
for the large-scale consumers in the mining,
industrial, and transportation sectors to make
efficient use of energy with active energy management systems and the implementation of
improvements in energy efficiency.
The construction and public and private building
sectors can also contribute to this effort. One
of the goals for 2050 is for all new buildings
to meet OECD standards for efficient cons-

truction and to have smart energy control and
management systems. In addition, the highest
international standards on energy efficiency
must be adopted for all modes of transportation, thus contributing to commitments to
reduce greenhouse gas emissions.
It is clear that energy is an essential component
for the development of our country. However,
the relatively low visibility of its benefits compared to the costs associated with obtaining and
distributing energy can lead to a rejection of
the development of energy infrastructure and
reduced awareness about the importance of
conserving energy on the part of the people. As
we move towards becoming a developed nation,
it is urgent that we generate actions that allow
the people to learn about and value energy
through the promotion of an energy culture at
all levels of society, including generators and
users. It is not enough to correct asymmetries of
information. We must also generate knowledge,
build capacities, and align interests and objectives in a shared vision of Chile’s development
in order to achieve the strategic objectives that
form part of the vision of the energy sector
through 2050. All formal education plans must
incorporate cross-cutting contents on energy
development for preschool, elementary school,
and high school. If this is done in a planned and
systematic manner, we will have a new generation of young Chileans who are aware of the
importance of energy and interested in promoting and protecting it by the year 2035. This
Energy Policy represents a new and challenging
area of action for the country which should be
implemented in clearly identified stages with
the appropriate commitments and adequate
supervision of the achievement of objectives.
We are committed to ensuring that this Energy
Policy will be reviewed every five years with the
mechanisms, resources, and processes neces-
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sary to ensure that it is legitimate in political,
social, and technical terms. The Energy Policy
will thus be ratified by Supreme Decree issued
by the President of Chile and endorsed by all
of the ministries involved in order to provide
adequate inter-ministerial work. It will also be
necessary to develop a short-term agenda that
outlines the challenges to be addressed prior to
2020, when a new review will be conducted to
update the priorities for this sector.
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CARON PRICING LADRHIP COALITION AT COP22

CPLC (/news/?author=556c977ae4b00d9b2abc586e) · November 17, 2016
(/news/2016/11/17/carbon-pricing-leadership-coalition-presence-at-cop22)

Caron Pricing Leadership Coalition at COP22
The Carbon Pricing Leadership Coalition (CPLC), a World Bank Group led initiative, is positioning
as the convener of governments, businesses and civil society around carbon pricing. After
successfully launching at COP21 in Paris in 2015, this year, the coalition hosted again a high-level
event that brought to light stories of leadership and action, along with new ambition to address
climate change.
In a packed room, attendees to the Carbon Pricing: Driving Ambition and Action event that
took place on November 15 at the International Emissions Trading Association’s (IETA) business
pavilion witnessed significant announcements such as the newly minted High-level Economic
Commission and New Zealand’s declaration to join CPLC along with success stories of climate
leadership.
The High-level Economic Commission

The High-level Economic Commission will be chaired
by Joseph E. Stiglitz and Lord Nicholas Stern.
Stiglitz is a Nobel-prize winning economist, professor
at Columbia University, and the chief economist at the
Roosevelt Institute. He was senior vice president and chief economist of the World Bank and lead
author of the 1995 Report of the Intergovernmental Panel on Climate Change, which shared the
2007 Nobel Peace Prize.
Lord Stern is the author of the seminal 2006 Review on the Economics of Climate Change
(http://www.lse.ac.uk/GranthamInstitute/publication/the-economics-of-climate-change-the-sternreview/), one of the most influential papers discussing the real economic implications of
addressing (or not addressing) climate. The former Chief Economist at the World Bank, Lord
Nicholas is now the IG Patel Professor of Economics and Government at the London School of
Economics and Chairman of the Grantham Research Institute on Climate Change and the
Environment.
The co-chairs will work in collaboration with economists, and specialist on climate change and
energy from all over the world. Their work will help countries achieve the targets of the Paris
Agreement and get on a 2°C pathway. The Commission’s work will contribute to a vision of how
the world can collectively decarbonize economies and will release their findings at the CPLC
High-Level Assembly in April during the World Bank Group and International Monetary Fund
Spring Meetings in 2017.

New Zealand joins CPLC

Last year in Paris, New Zealand led a Ministerial
Declaration on Carbon Markets

(http://www.mfe.govt.nz/sites/default/files/media/Ministerial-Declaration-on-Carbon-Markets.pdf)
that was endorsed by 17 other countries. This Declaration highlights the important role that
international market mechanisms will play in enhancing mitigation ambition and facilitating the
delivery of mitigation contributions under the Paris Agreement. On Tuesday, New Zealand
reaffirmed their commitment and by joining the CPLC demonstrated that the country is
effectively leading the carbon pricing agenda.

Developing economies lead on carbon pricing

India’s private sector emerges as a leader in carbon pricing. Ajay Mathur, Director General
from TERI (http://www.teriin.org/), an Indian think tank dedicated to conducting research for
sustainable development, and Mahendra Singhi, CEO of Dalmia Cement brought to notice
corporate-India’s leadership. Just last month, TERI launched, Valuation of Energy Costs in the
Indian Context (http://cbs.teriin.org/energy-costs.php), a report assessing India’s private sector’s
preparedness in undertaking internal carbon pricing and already companies like Mahindra are
publicly announcing their internal carbon pricing initiatives
(http://www.carbonpricingleadership.org/news/2016/10/7/mahindra-mahindra-first-indiancompany-to-announce-carbon-price). Carbon pricing momentum is definitely growing in India as
Mr. Singhi, CEO to India’s largest and the world’s greenest cement company shared their success
with an internal carbon price of US $11 per ton of carbon emitted, which will allow them to
become the first cement company to operate 100% renewable
(https://www.theclimategroup.org/news/re100-will-help-us-take-steady-steps-towards-giant-goalgoing-100-renewable-says-dalmia-cement) - all while achieving world’s highest growth.
From the other side of the world, Chile shared their vision on how they are moving the agenda:
by embedding the carbon price with other pollutant taxes they are strategically combining long
term goals on climate with short term benefits on health and environment and gaining political
support along the way. Chile is also a regional leader looking to increase collaboration on carbon
markets (http://www.carbonpricingleadership.org/news/2016/8/1/cpcl-brings-carbon-pricing-tothe-pacific-alliance) by, among others, taking advantage of the relationships within the Pacific
Alliance Summit (https://alianzapacifico.net/en/).
Carbon pricing is gaining momentum all over South America, as evidenced by the leadership
displayed by the private sector. In Brazil, companies such as Braskem, and CPFL joined a group
of over 100 companies led by CPD, ETHOS Institute, UN Global Compact in urging Brazil to
“establish a carbon pricing methodology that is appropriate to Brazil’s economic characteristics
and greenhouse gas emission (GHG) profile to incentivize investments in processes with low
carbon intensity and ensure Brazilian competitiveness.”
A year of CPLC and what’s to come
Other interventions highlighted the work done by the CPLC thus far: Dr. Stephen Lucas, Senior
Associate Deputy Minister (Climate Change) from Canada’s Environment Ministry highlighted the
role of the FASTER Principles
(http://documents.worldbank.org/curated/en/901041467995665361/pdf/99570-WP-PUBLICDISCLOSE-SUNDAY-SEPT-20-4PM-CarbonPricingPrinciples-1518724-Web.pdf) in Canada’s PanCanadian carbon pricing plan and Dirk Forrister from IETA gave CPLC credit for helping to get
Article 6 into the Paris Agreement

(http://www.ieta.org/resources/Resources/Position_Papers/2016/IETA_Article_6_Implementation_Paper_May2016.p
by giving voice to business and governments supporting carbon pricing and allowing negotiators
to hear those voices.
Finally, Sergey Chestnoy, from Rusal, a Russian company leading in carbon pricing, announced
the first Public-Private Sector Dialogue on Carbon Pricing in Russia
(http://www.carbonpricingleadership.org/calendar/2016/12/8/public-private-dialogue-on-carbonpricing-in-russia) taking place in December. This Dialogue will provide Russian government
officials, business executives and leaders from civil society with the opportunity to explore, assess
and discuss various policy options with their international peers.

ANNEX 7

ANNEX 7

Speech by H. E. Michelle Bachelet, President of the Republic,
at the seventy-first regular session

of the United Nations General Assembly

New York, 21 September 2016

Mr. President,

Our current situation requires a major shift of perspective in the way we look at
development.

Our world is in the midst of a crisis that has now been lasting for years and that,
far from being resolved, has been aggravated, provoking citizens' criticism of political
institutions which do not seem capable of representing the citizenry. At the same time,

economic growth has led to a global slowdown and has not been able to provide the
world's population with the well-being that it desires.
It would appear that the far-reaching dynamics that caused the crisis some years
ago were not superseded but merely superficially retouched.
But citizens today are more aware and empowered. Thanks to new technology,
they have new means of expression.

They are showing us that in their daily lives, at their places of work, at their
children's schools, in the health of their families, in the security of their cities and in
relations between men and women, the negative effects of inequitable development are

still being felt.
This is the main basis for the citizen discontent that we have seen in various parts
of the world.
At the same time, we are facing an unprecedented environmental crisis that
threatens life on earth, that has sanitary, clinical, economic, climatic and environmental
effects and that mostly affects the most vulnerable.

And this is combined with violence and armed conflict in many parts of the
world, which increase precariousness and exponentially expand forced displacement
and major migratory movements.

The citizens' malaise is the expression of disillusionment. They are disillusioned
about the promised development which they desire and for which they have fought
valiantly but which is still beyond their reach.
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We are witnessing a growing schism between the representatives and the
represented. There is a lack of trust in national governments and also in multilateral

forums. They appear not to be tackling the priorities of the common citizen in a timely
or in-depth manner.

Now is not the time for taking the easy but ultimately destructive route of
populism.

Now is the time for action inspired by ethically motivated and civically oriented
pragmatism.

The Sustainable Development Goals which we are committed to achieving by
2030 demonstrate that the international community knows that it must embark on farreaching changes and implement them with concrete measures.

Now we must summon up the political will, in the multilateral forums and in each
of our countries. Because there is inertia to be overcome and there are interests to be

dealt with.
The political and development crisis that we are facing has global dynamics.
.Nobody, no nation or social group can go it alone. We need to engage in multilateral

dialogues at the regional and global levels, assuming realistic but demanding
commitments.
I insist - we must act now.

At home, the citizens are waiting for us, asking us to transmit their demands and
to return with decisions and determination.
I hope that we can do so.
Mr. President

Chile is a medium-sized county and is not yet fully developed.
However, its rapid modernization in recent decades has placed us squarely at the

frontier of the challenges of modernity, with the tensions inherent in democracy and
economic groÿasch.

Today I am speaking here from this position of experience.

And I am also speaking from the position of experience of having embarked on
the changes requested by the citizens of my homeland.
I know how difficult it is to make changes, but I also know the hope of seeing a
new horizon gradually emerge.
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This is the course on which we have embarked as a nation, but also as a part of
the international community.
At the regional and international levels, our country has advocated convergence
in diversity in Latin America, seeking a common agenda that, despite our differences,
gives us strength as a bloc and as a region.
And we have made progress. We are working on integration with Mexieo,

Colombia and Peru in the Pacific Alliance, which already has 49 Observer States and
which is growing stronger decisively and pragmatically. The two integration
mechanisms, the Pacific Alliance and MERCOSUR, today aim to promote a better Latin
America, strengthening cooperation and insisting that national development and
international relations are not two different subjects.
In Latin America, there are differences - significant ones. Despite this, we are

working together to faee new challenges. We are doing this in the Community of Latin
Ameriean and Caribbean States, in whieh 33 countries are trying to deal with the new
political, social and eeonomie seenario. In addition, in the Union of South Ameriean

Nations we are working together to deal with eommon political problems.
Our principles as a nation are steadfast: we aspire to peace, democracy and
respect for human rights, respect for international law and treaties, sovereignty and a
commitment to cooperate. The promotion and defenee of democracy and human rights
at the international level is not in opposition to the principle of non-intervention. In

fact, it is a globally significant achievement of our time.
Colombia has given us some of the best news this year, at the regional and
international levels: the prospect of peace. On Monday, the agreement will be signed

ending hostilities in a civil war that has been raging for over 5o years.
Chile, which had a difficult transition to democracy, wishes to continue helping
its brother Latin American country to manage the post-conflict situation. This help

ineludes military and police observers in the United Nations Mission in Colombia,
cooperating in solidarity as we did in brother countries such as Haiti.
We are committed to Agenda ao3o and the Sustainable Development goals. We
also endorse the Paris Agreement, which is the most ambitious and focused agreement
in the history of the multilateral negotiations concerning climate change.
Together with Monaco and France, we sponsored the "Because the Ocean"
declaration, stressing the need to pay special attention to how environmental
degradation affects ocean waters, which has been signed by over 3o eountries.
Protection of the oceans is vital for our common future, and today it is under threat.
Chile has therefore decided to take action by creating the Nazca-Desventuradas
Marine Reserve, which is the largest in Latin America. We are also engaged in a SouthSouth cooperation project to help Caribbean countries to combat marine pollution.
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Mr. President,

Outside this building and in the most dissimilar corners of the world, the people,
their leaders, civil society and the media are expecting the Member States of the
Organization to provide cooperative, creative and concrete responses to the problems of
the twenty-first century.

And so I again raise my voice in favour of Security Council reform to reflect the
new realities.

I raise my voice in favour of efficient management of the United Nations, more
openness in its proceedings, including the election of our new male or female Secretary-

General. And I ask that he or she should be committed to principles and focused on
serving the people, who were the creators of the Organization.

We know that, in order to successfully meet challenges, we need joint and
consensual efforts. We need more multilateralism, more cooperation and more
dialogue.

This is an irreplaceable forum for debate and adoption of agreements. It is a
platform for coordinated action.

Chile is a country open to the world, which promotes dear rules and political and
economic agreements in order to advance. The United Nations must play its role as a

place of consensus and an option for the most vulnerable, opposed to inequality and
discrimination against religious, ethnic or gender minorities. Let us make the United
Nations what our peoples need and demand.
Thankyou.
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ANNEX 7

INTERVENCIÓN DE S.E. LA PRESIDENTA DE LA REPÚBLICA DE CHILE
MICHELLE BACHELET JERIA
París, 30 de noviembre de 2015.
Señor Presidente,
Quiero iniciar mi intervención entregando en nombre del Gobierno de Chile y del mío
propio, un mensaje de solidaridad al pueblo francés por los trágicos sucesos acontecidos
el 13 de noviembre, y en el que también perdieron la vida tres ciudadanos chilenos.
Asimismo, quiero resaltar el liderazgo del Presidente François Hollande, quien en estas
difíciles circunstancias mantuvo el compromiso de su país por impulsar la adopción de un
nuevo acuerdo climático en beneficio de toda la humanidad.
En este ámbito actuar se ha vuelto ineludible. Vivimos hoy las consecuencias de la
inacción pasada.
Mi país ha sufrido eventos climáticos extremos: durante las inundaciones ocurridas en
abril en el norte de Chile, en un día llovió lo que antes tardaba 14 años. Cuatro días antes,
la península Antártica experimentó la temperatura más alta registrada hasta nuestros
días: 17,5° Celsius.
Por ello, y aun cuando tenemos niveles marginales de emisiones, hemos manifestado
nuestra voluntad de seguir siendo parte de la solución del problema. En este esfuerzo se
inscribe nuestro compromiso voluntario de mitigación al 2020 y la presentación
oportuna de nuestra Contribución Determinada Nacionalmente (INDC).
Buscamos desacoplar nuestro crecimiento económico del aumento de emisiones,
priorizando las condiciones de vida de los más vulnerables. Porque el cambio climático no
es solamente un problema ambiental, es también un problema social, y quizás el gran
tema político que nos va a convocar en los próximos años. De hecho, comparto la visión
de quienes creen que la Cumbre de París será también una oportunidad para mantener la
paz.
Ahora, reconociendo que el cambio climático es un problema global y un desafío común,
Chile estima necesario dejar establecido que los países desarrollados son los llamados a
The following paragraph highlights the carbon tax and the need to
ejercer un claro liderazgo.
internalize the costs associated to climate change:

Seguiremos contribuyendo activamente al proceso de negociación. Depositamos la
Enmienda de Doha al Protocolo de Kioto y hemos hecho aportes voluntarios al Fondo
Verde del Clima. En Chile instauramos un impuesto a las emisiones de carbono que

empezará a aplicarse en 2017 y se me ha elegido para ser parte de la “Coalición de Líderes
por el Precio del Carbono” (CPLC) que está organizando el Banco Mundial. Queremos así
transmitir una clara señal de la necesidad de internalizar los costos asociados al cambio
climático.
Nuestros más de 4.500 kilómetros de costa nos recuerdan todos los días el papel
fundamental que debe ocupar el océano en la lucha contra el cambio climático. Por eso
organizamos la segunda Conferencia “Nuestro Océano” este año en Valparaíso;
suscribimos la Declaración “Because the Ocean”; y ayudamos a triplicar la protección de
ecosistemas únicos en el mundo al crear un parque marino y un área marina protegida.
Aprovecho de invitar a la comunidad internacional a participar en 2017 en el Cuarto
Congreso Internacional de Áreas Marinas Protegidas, uno de los eventos más importantes
en conservación marina.
Señor Presidente,
Veo con optimismo nuestro futuro compartido, porque veo que diariamente se suman
apoyos a esta causa y que prima cada vez más una mirada transversal entre las fuerzas
políticas. Sin ir más lejos, en el caso de Chile, hay parlamentarios y alcaldes que se están
organizando para dar mayor solidez a nuestros compromisos nacionales.
Estoy segura que el Acuerdo al que lleguemos en esta COP21 guiará a nuestros países en
una senda de acción por el clima, de respeto ambiental y de progreso económico.
Muchas gracias.
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NOTAS PARA LA INTERVENCIÓN DE S.E. LA PRESIDENTA DE LA REPÚBLICA, MICHELLE
BACHELET JERIA, COP22 DE CAMBIO CLIMÁTICO
Marrakesh, 15 de noviembre 2016

Su majestad Mohammed IV, Rey de Marruecos,
Señoras y señores,
Dijo Ban Ki Moon, justo antes que se suscribiera el Acuerdo de Paris: “We cannot afford
indecision, half-measures or merely gradual approaches. Our goal must be a
transformation,”
Quiero reafirmar, ante ustedes, el compromiso político de mi país con este objetivo, que
es el objetivo último de la Convención de Naciones Unidas sobre Cambio Climático.
Por eso, en Chile hemos iniciado la tramitación legal del Acuerdo de París y esperamos su
pronta ratificación por parte del Congreso nacional.
Nos parece destacable que este acuerdo haya entrado en vigor mucho antes de lo
planificado durante su negociación. Este hecho histórico indica que transitar hacia una
sociedad baja en carbono no sólo es urgente; es también un propósito que se hace
crecientemente realidad.
Ahora tenemos la responsabilidad de trabajar de manera expedita en las reglas de
implementación del Acuerdo de París. Su éxito será fruto del esfuerzo colectivo y de la
colaboración entre todos los países. La transparencia es, en este sentido, un fundamento
central de toda acción climática. Por eso, durante la presente COP hemos presentado
nuestra Tercera Comunicación Nacional y nuestro segundo Informe Bienal de
Actualización.
A través de todos estos actos, lo que hacemos es relevar una realidad que no podemos
seguir negando: el actual modelo de crecimiento, heredado de la revolución industrial, no
es sustentable.
Y no disponemos de mucho tiempo para tomar las medidas que nos permitan poner freno
al cambio climático.
Por lo tanto, nuestro desafío urgente es construir las bases de una estrategia de desarrollo
baja en carbono, que incorpore la promoción y protección de los derechos humanos
afectados por el cambio climático, incluyendo por cierto una perspectiva de género.

Y hacerlo implica no sólo tomar decisiones cupulares, sino involucrar a toda la sociedad,
creando espacios efectivos para que todos puedan hacer su contribución.
En Chile estamos creando una Agencia de Cambio Climático, con la misión de articular
acuerdos nacionales para acciones de mitigación y de adaptación. El sello de la Agencia
será la colaboración público privada y una toma de decisiones inclusiva.
Igualmente, el pasado 3 de noviembre presentamos la Estrategia Nacional de Cambio
Climático y Recursos Vegetacionales. Su objetivo es disminuir la vulnerabilidad social,
ambiental y económica que generan la desertificación, la degradación de las tierras y la
sequía. La estrategia aspira a fomentar la reducción y captura de emisiones de gases de
efecto invernadero en Chile.
Paralelamente, continuamos avanzando en políticas para disminuir las emisiones de
contaminantes de vida corta, que a menudo se asocian a contaminación altamente nociva
para la salud.
Y nos hemos trazado un objetivo ambicioso y de largo plazo en materia de energía: que al
2050, al menos el 70% de la energía de Chile provenga de fuentes renovables. Es una
estrategia que ya está en marcha gracias a incentivos efectivos para la incorporación de
energías limpias, más baratas y competitivas.
Destaco también que hemos promovido de manera activa el cuidado del océano, que está
expuesto a graves daños asociados al cambio climático. En conjunto con Francia y
Mónaco, lanzamos ayer la segunda Declaración “Because the Ocean”, que promueve la
incorporación del océano en la implementación del Acuerdo de París.
Todas estas acciones reafirman la voluntad de Chile de seguir contribuyendo al logro de
un futuro sostenible, a través del diálogo multilateral y compromisos inquebrantables de
todos los sectores involucrados.
Demostremos que somos capaces de enfrentar este enorme desafío; demostremos que
hemos sabido reaccionar a tiempo.
Muchas gracias.
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Discurso de S.E. la Presidenta de la República,
Michelle Bachelet Jeria, al asistir al Seminario “Diálogo Regional
de Alto Nivel Sobre Precio al Carbono y Crecimiento Verde:
Alcanzando un crecimiento bajo en carbono competitivo en
América Latina”

Santiago, 30 de junio de 2016

Amigas y amigos:
Primero que nada, muy bienvenidos a nuestra patria. Y, claro, como
me decía el ministro Badenier al encontrarnos en la puerta, “con estos
fríos pareciera que no hay calentamiento global”. Pero la verdad es
que estamos convencidos que existe el cambio climático.
Y creo que como pocas veces en la historia, tenemos la oportunidad
de actuar para convertir una enorme amenaza, en una oportunidad de
desarrollo, tanto económica como social.
El cambio climático, innegable a estas alturas, es una de las mayores
pruebas a las que hemos estado sometidos a nivel global. Y nuestro
deber es articular una respuesta contundente desde América Latina. Y
los que hoy estamos reunidos acá sabemos que la mejor manera de
hacerlo es mediante la integración y el trabajo colectivo.
Es el profundo sentido que tuvo la reunión del COP21 en París, es lo
que han entendido las autoridades y yo creo que también es lo que
nos demandan los ciudadanos.
Y ésta es una carrera contra el tiempo, no sólo porque lo que está en
juego es de tal magnitud que no hacer nada es, literalmente, fatal, sino
1
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que además, porque los primeros en dimensionar lo que está pasando
serán los más exitosos para enfrentar los nuevos tiempos.
¿A qué me refiero?
Por un lado, a que los efectos del cambio climático dejaron de ser
episodios esporádicos; estamos frente a una realidad que se agudiza y
se manifiesta en forma permanente en nuestros territorios, golpeando
a nuestra gente y particularmente a los más vulnerables, tanto en sus
condiciones de vida como en sus actividades económicas.
Y en Chile, lo estamos viviendo desde hace años ya con la lenta
desertificación de las zonas del norte y centro del país.
Y, por otro lado, me refiero a que hay un enorme potencial que
aprovechar en el camino de adaptación a este nuevo escenario. Estoy
hablando derechamente de replantearse los modelos de desarrollo y
de apostar por giros productivos que puedan tener un espacio de
crecimiento considerable. Porque mientras antes podamos invertir en
conocimiento, tecnología e ingeniería para competir en los mercados
emergentes, más sólida va a ser la posición de nuestros países a
futuro.
Y yo diría que el caso emblemático -y entiendo que dejé a medias al
ministro de Energía, que estaba hablando- es la industria energética.
Éste es el marco y el tono en el que tenemos la responsabilidad de
dialogar y, sobre todo, acordar formas de actuar coordinadamente.
Nuestros pueblos van a ser ganadores si somos capaces de trazar
una ruta clara para impulsar un crecimiento que base parte importante
de su competitividad, en bajas emisiones de carbono.
No da lo mismo contaminar el aire, destruir ecosistemas o tirar basura.
En un planeta que es finito, necesitamos, entonces, crecimiento
duradero, donde el despilfarro, la ineficiencia y los desechos vayan
quedando en el pasado.
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Entonces, el crecimiento verde no es ni un lujo ni el privilegio de unos
pocos; es uno de los pilares para construir nuestro desarrollo.
Y ése es el camino que estamos tomando en Chile. Aunque nos falte
bastante trecho, hemos logrado lo principal: ponernos en marcha,
darle prioridad a un tema que, erradamente, se solía dejar en un
segundo o tercer plano.
Como el crecimiento verde no surgirá espontáneamente, debemos
crear condiciones que convoquen a todos los actores involucrados.
En Chile, miramos con satisfacción la transformación energética en
curso, que nos ha permitido diversificar y limpiar nuestra matriz
energética, de la mano de las mayores tasas de inversión de nuestra
economía. Y algo importante: este proceso se inició con una Agenda
de Energía, que se construyó de manera participativa, con metas,
plazos y responsabilidades públicas y privadas.
Menciono algunas medidas: se estableció una norma de emisión de
termoeléctricas, que obligó a invertir en tecnologías para bajar las
emisiones de material particulado en un 80%; se estableció un
impuesto verde para los grandes emisores; además, se desacoplaron
las licitaciones eléctricas, permitiendo que la energía renovable se
ofertara a la hora que se genera, ampliando la oferta, disminuyendo
los precios y reduciendo además las emisiones de los contratos
futuros.
Así, logramos que las energías compitieran entre sí en igualdad de
condiciones, incorporando las externalidades negativas. De hecho, Al
Gore suele presentar el caso chileno como un modo viable para
alcanzar una matriz energética que sea compatible con un futuro
climático seguro.
Y cuando les hablaba del potencial de la industria energética, pensaba
en esto y en algunos de los desafíos que ya empiezan a delinearse.
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En nuestro caso, queremos aprovechar los enormes recursos que
tenemos en el norte, donde seguramente el ministro ya les habló de
que el Desierto de Atacama es el desierto no sólo más seco, sino
también que tiene una radiación muy regular; y que además nos
plantea una serie de desafíos del punto de vista también de la
tecnología de los paneles solares.
En nuestro caso, queremos aprovechar toda esa capacidad de energía
solar y, además, el paso siguiente es cómo la almacenamos
adecuadamente, y por qué no, avanzar a combustibles solares que
puedan usarse para el transporte o en la industria. Ya existen
proyectos de bombeo y almacenamiento con interesantes perspectivas
para el resto del continente.
El crecimiento verde también se consolida en la medida que podamos
transformar la sociedad a una de servicios y no de desecho.
Y aquí también hemos podido pasar a la acción. Promulgamos una
Ley de Fomento al Reciclaje que por primera vez obliga a los que
venden productos a hacerse cargo de su reciclaje. Es decir, se obliga
a establecer modelos de negocio que contemplen recoger el producto.
Esos teléfonos celulares que uno tiene guardados en un cajón serán
reciclados, por ejemplo.
En definitiva, queremos cambiar la manera de producir al exigir que el
diseño de los productos facilite su reutilización.
También estamos generando y formalizando una industria de reciclaje
que nos permitirá elevar significativamente nuestras tasas de
valorización, quitándole presión a los rellenos sanitarios. Entre otras
cosas, esto permite que industrias verdes en Chile dejen de importar
material reciclado de otros países, y que se recicle con materia prima
recogida en Chile.
Porque una buena legislación puede ayudar a proteger el medio
ambiente al mismo tiempo que favorece la creación de empleo y la
actividad económica.
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De hecho, en nuestra reforma tributaria que llevamos adelante y
aprobamos el 2014 -una de las más integrales de los últimas décadasintrodujimos un impuesto verde para autos basado en sus emisiones
de contaminantes globales y locales. El resultado ha sido que el
parque vehicular de este año y los que vienen es mucho más limpio y
eficiente. Asimismo, ha obligado a algunos importadores a adelantar
normativas ambientales aun no vigentes en Chile con la finalidad de
que estos vehículos bajen emisiones y paguen menos impuesto verde.
Éstas son sólo algunas de las medidas que hemos impulsado, pero
tenemos claro que éste es sólo el inicio de un proceso que tendrá que
ser mucho más extenso.
Lo más rescatable es confirmar que hay alternativas de políticas
públicas para pasar del temor a las propuestas; que hay espacio para
que los privados puedan liderar en sus sectores una transformación
productiva que nos encamina a un crecimiento verde.
Por eso que saludo y felicito la creación de este Grupo de Crecimiento
Verde para la Alianza del Pacífico. Con el tiempo, hemos visto que los
acuerdos comerciales se han transformado en excelentes
oportunidades para abordar temas ambientales y sociales.
En abril de este año, la Coalición de Liderazgo del Precio al Carbono
que ha impulsado el Banco Mundial, hizo un llamado a ampliar el uso
del precio del carbono como una efectiva forma de bajar emisiones.
Y soy una convencida que en la Alianza del Pacífico tenemos una
oportunidad de trabajar juntos en la creación de mercados de carbono
en común, con una arquitectura base que hemos estado desarrollando
con el apoyo del Partnership for Market Readiness del mismo Banco
Mundial. Y para dar ese paso hacia el futuro, es clave haber creado
este grupo de trabajo.
Amigas y amigos:
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Apuntar al crecimiento verde es decidir y actuar. Es demostrar que no
da lo mismo el tipo de crecimiento que nos va a llevar al desarrollo.
Tenemos las herramientas y debemos utilizarlas.
Espacios de intercambio como este Diálogo y otros Encuentros de la
Alianza del Pacífico nos dan la oportunidad de conocer normativas
ambientales, de regulación, de incentivo, para que contaminar no sea
gratis, para que en nuestras economías el crecimiento verde sea la
forma de darle bienestar a nuestros pueblos, con un entorno y clima
que permita el desarrollo de esta y de las futuras generaciones.
Hoy tenemos una oportunidad y una responsabilidad, que hace mucho
rato dejó de ser individual. Trabajemos juntos, en integración como
hoy volvemos a ratificar, y pasemos del potencial al logro. Con visión y
pragmatismo, estoy segura que vamos a estar a la altura del desafío.
Muchas gracias, mucho éxito, y yo de aquí parto a Puerto Varas.

6

ANNEX 8

This press insert by the Minister of Energy highlights Chile´s commitments under
the Paris Agreement, makes a reference to the Energy Policy for 2050 and its goal
in RE and EE and the aim of having a cleaner matrix by reducing the associated
GHG emissions. It also describes the relevance of the carbon tax and the
pioneering step given by the country in the LAC Region

ANEXO 9

ANNEX 10

