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The Kyoto Protocol
1997 - The Kyoto Protocol has been approved at the United Nations Framework
Convention on Climate Change (UNFCCC) - Conference of the Parties (COP3).

Target: 5% reduction of emissions of Greenhouse Effect Gases (GHGs) in
relation to 1990’s emissions, in a first “commitment period” between 2008 and
2012, by the so-called Annex 1 nations (developed countries).

Main Gases:

CO2: Carbon Dioxide

CH4: Methane

N2O: Nitrous Oxide

HFCs: Hydrofluorocarbons

PFCs: Perfluorocarbons

SF6: Sulphur Hexafluoride
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The Kyoto Protocol
Minimum Requirements Established: It should enter into force 90
days after it has been ratified by at least 55 Parties of the
Convention, including developed countries representing at least
55% of the total 1990 carbon dioxide emissions from this group.

February 16th 2005 - The Protocol enters into force, 90 days after
the ratification of Russia, on November 18th 2004.

Three emission reduction mechanisms:

Emissions Trading (ET)

Joint Implementation (JI)

Clean Development Mechanism (CDM)
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The Mechanisms
Emissions Trading (ET): Trade of carbon credits among
Annex 1 countries;

Joint Implementation (JI): Carbon credits generation
through projects that absorb or reduce GHGs,
developed in Annex 1 countries;

Clean Development Mechanism (CDM): Carbon credits
generation through projects that absorb or reduce
GHGs, developed in Non-Annex 1 countries.

The CDM is the only mechanism that may be applied
in Brazil. The Certified Emission Reductions (CERs)
can only be generated by CDM projects developed in
the country.
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The CDM Project Approval Cycle
Project DesignProject Design

RegistrationRegistration

Host Country 
Approval

Host Country 
Approval

Validation of 
Project Design
Validation of 

Project Design

Monitoring ProgramMonitoring Program

VerificationVerification

CertificationCertification

Issuance of Credits (CERs)Issuance of Credits (CERs)

Check of 
Achievements

Check of 
Achievements*

*

* Done by independent entity

Approved
Methodology

 or New
Methodology

Approved
Methodology

 or New
Methodology
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The CDM Project Structure
CDM ProjectCDM Project

Investors /
Project Developers

Investors /
Project Developers

CERsCERs
Sustainable Development

in the host country
Sustainable Development

in the host country

Sell CERs in the marketSell CERs in the market

Use CERs to achieve 
reduction targets of GHGs

Use CERs to achieve 
reduction targets of GHGs

Defined by DNA
Host Country

Defined by DNA
Host Country
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BSMB’s Business Models - Model  I

CDM Project
Developer

(Seller)

CDM Project
Developer

(Seller)
Credit
Buyer
Credit
Buyer

Local BankLocal Bank

BSMBBSMB
CDM projects
information

CDM projects
information

CDM projects
information

LOI & Term Sheet & ERPA

Expense support to PDD and Validation
(Approximaterly US$ 100 thousand)

Japanese
Government

Japanese
Government+
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BSMB’s Business Models - Model  II

CDM Project
Developer

(Seller)

CDM Project
Developer

(Seller)
Credit
Buyer
Credit
Buyer

BSMBBSMB

PURCHASE AGREEMENT

Credits Delivery (CERs)

Project Finance

SMBC TOKYOSMBC TOKYO

Participants:
- BSMB: Banco Sumitomo

Mitsui, Brazil
- SMBC: Sumitomo Mitsui

Banking Corp. Tokyo
- JBIC: Japan Bank for

International
Cooperation

60%Local BankLocal Bank
JBICJBIC

100%

40%
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BSMB’s Business Models - Model  III

Project
Developer

(Seller)

Project
Developer

(Seller)
Credit
Buyer
Credit
Buyer

Local BankLocal Bank
JBIC or

NEXI
JBIC or

NEXI
SMBC NYSMBC NY

BSMBBSMB

Participants:
- BSMB: Banco Sumitomo

Mitsui, Brazil branch
- SMBC NY: Sumitomo Mitsui

Banking Corp, NY
branch

- JBIC: Japan Bank for
International
Cooperation

- NEXI: Nippon Export and
Investment Insurance

Purchase Agreement

Advanced Payment

CERs Delivery

L/C
Confirmation

L/G

StandBy LC
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BSMB’s Business Models - Model  IV-①
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BSMB’s Business Models - Model  IV-②
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CDM’s Analysis Process in BSMB
Local CDM 

Project Company

Local Environmental 
consulting companies

 and Local Banks

BSMB

Finding and Developing 
projects

Introducing projects

Inspection as CDM project

   Methodology

   Possibility of creating a New Methodology

   Feasibility of Constructing the Base Line

   Feasibility and Bases for the construction a new line

   Expected price of generated CER

   Compatibility with possible Japanese buyers’ criteria

   Hearing and opinion concerning DOE

   Hearing and opinion by  Environ. Consulting Company

   Hearing and opinion by the Brazilian DNA

   Verifying quality and contents of PIN and PDD

   Verifying contents of Validation Report

   Verifying point of view of BAU (Business as Usual)
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CDM’s Analysis Process in BSMB
Company’s Credit Risk Analysis

   Credit Risk Analysis

   Financial Statements Analysis

   Verification of the Company’s Statutes of
Corporation

   Research about the company’s reputation in
the market

  Evaluate its validity in case of capital increase

  Investigation about the future stockholder
structure’s reputation

  Stock ratio

Project site Inspection

Methane Gas Collection at Landfills

 Landfill Ownership (Private / Public)

   Verification of the garbage collection
contract with the public sector

 Verification of the garbage treatment
registred in the

 Verification of all Licenses, including
Environmental

 Verification of homeless picker and
measures to be applied at in the area

 Brazilian Proper issue: Landless  workers’
Movement
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CDM’s Analysis Process in BSMB

Wind Power Generation  & Small Hydroelectric

 Renewable Energy
Verification of the Power Purchase Agreement

Buyer’s reputation

Verificatino of all Environmental Licenses

Interview with the Propety’s owner

Verfication of the possibility of resident relocation

Brazilian Proper issue: Landless  workers’ Movement

Proposal of Gas Methane collection in Pig Farm
Verification of pig farm ownership
Verification of all Licenses including Environmental
Verification of the existence of proper deseases in

beasts and birds in order to check possibility of
contamination.

 Brazilian Proper issue: Landless  workers’ Movement

P
r
o
j
e
c
t

I
n
s
p
e
c
t
i
o
n

Presentation
to

Japanese
Customers
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CDM’s Analysis Process at BSMB
Customer’s request

Presentation

 to 

Customer

1.CDM Process
Analysis

2.Credit and Financial
Analysis

3.Project site visit
report

Submit Screening Report

If the customer
wishes to study
and analyse
further specific
issues, BSMB
will execute upon
customer’s
request.

Clarification Phase

BSMB provides
support to customer
for legal issues, such
as when customer
wants to conclude
ERPA, when client
wished to purchase
CER, using Brazilian
and Japanese
lawyers.

Support to conclude ERPA
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CDM’s Analysis Process in BSMB
Customer´s request

1. Remittance to Brazil from Japan.

2. Brazilian Central Bank’s registration.

3. Settlement information reported to each party.

Settlement

US$

EURO

YEN

After closing ERPA and the first settlement, in case of unexpected
events, BSMB will be working out in order to solve issues occurred by
miscommunication, according to defined clauses agreed in contract.



17

CDM Analysis Process in BSMB

* The BSMB will provide full support to any CER
prospective buyers, especially Japanese nationals who
does not speaks Portuguese, to identify and analize
potential CDM projects.

* By foreseeing potential CERs buyers, BSMB will take
action to intermediate its negotiation step by step, with
the objective to finalize the ERPA contract and
settlement from Japan or any other buyer. Payment
Guarantee can also be issued from Japan.

MAIN POINTS
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Banco Sumitomo - Valor Econômico  3/8/2006

• August 3rd, 2006
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Banco Sumitomo -Valor Econômico 13/12/2006
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Banco Sumitomo - Globo Online 12/12/2006

•(http://www1.folha.uol.com.br/folha/ciencia/ult306u15701.shtml)



21

Banco Sumitomo - Folha online 12/12/2006

•(http://www1.folha.uol.com.br/folha/ciencia/ult306u15701.shtml)
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Banco Sumitomo - UOL 12/12/2006
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Banco Sumitomo - Point Carbon 12/12/2006
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CDM Projects in the World
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CDM Projects in the World



26

CDM Projects in the World
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CDM Projects in the World
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CDM Projects in the World
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Contacts - Global Environment Department
Hajime Uchida - General Manager                hajime_uchida@smbcgroup.com.br

Tel: + 55 11 3178 8129    Mob: + 55 11 9153 4947

Fabiana Rodrigues - Manager                      fabiana_rodrigues@smbcgroup.com.br

Tel: + 55 11 3178 8104    Mob: + 55 11 9185 8653

Cláudia Y. Tanaka – Assistant Manager       claudia_tanaka@smbcgroup.com.br

Tel: + 55 11 3178 8106    Mob: + 55 11 9362 0648

Marina Toyama –Assistant Manager          marina_toyama@smbcgroup.com.br

Tel: + 55 11 3178 8105    Fax: + 55 11 3283 4573

Address: Avenida Paulista, 37 - 11o. andar - São Paulo - Brazil- CEP 01311-902


