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Abstract

Having sufficient resources to address the challenges posed by climate change is complex, especially for
a local government. Therefore, in this document, we intended to give Mexico City’s Environmental Fund
for Climate Change (FACC, acronym in Spanish) tools that would make it dynamic in procurement and in
the allocation of these funds; by thinking in the fund not only as an account which provides resources to
projects but as an entity capable of generating them, to increase its assets and catalyze greater actions and
projects in addition to pursuing its own subsistence. Thus, in its design we propose new sources of income
for the FACC, among which we highlight partnerships with the private sector or other associations, such
as nongovernmental organizations. In this sense, we propose a number of additional activities than those
currently planned for the fund, such as active international fundraising and consulting services for financing
mitigation projects, as well as providing services such as representing third parties in the sales of carbon
credits. Additionally, we propose control and transparency mechanisms that go beyond those foreseen in
the applicable laws, which seek transparency and making information accessible and easily digestible for the
general public regarding resource management. Also, we propose a structure that ensures a programmed
fund management, meeting the main needs and objectives outlined in Mexico City’s climate change policy
instruments - such as Mexico City’s Local Climate Action Strategy and the Program on Climate Action-
with the objective that the needs and challenges that Mexico City faces in terms of climate change are
efficiently met

1 Introduction

The fight against climate change is a challenge for
governments that requires a significant amount of re-
sources. However, the financial capacity of local gov-
ernments to deal with this phenomenon and the ef-
fects it brings is often limited. Therefore, having suf-
ficient resources to be able to devote them to this area
has become a challenge. In light of this, the FACC is
the fund created by Mexico City as a sub-account of
the Public Environmental Fund of the entity (PEF),
in order to have sufficient means to carry out mitiga-
tion and adaptation actions and projects for climate
change. The FACC’s economic and legal design pre-
sented below responds to the challenge of broadening
its procurement base and allocation, as well as to ac-
tivities that may be carried out by the FACC to make
it more dynamic while catalyzing available climate fi-
nance. Additionally, we propose a structure that is
critical for the successful handling and distribution of
resources in programs and/or projects and to manage

the Fund’s own survival. Lastly, we proposed control
and transparency mechanisms to ensure a transpar-
ent management of resources, beyond the applicable
standards provided in this area, and making the infor-
mation regarding this easily accessible to the general
public.

2 Objetive

The objective of this study was to propose the design
of Mexico City’s Environmental Fund for Climate
Change based on the applicable legal provisions.
After an analysis of the main barriers for climate
finance in Mexico City, as well as the most appropri-
ate options to overcome such barriers, we defined a
number of specific objectives that had to be met by
the FACC as basis for the proposed design, which is
mentioned below:
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i. Securing funding for cost-effective climate change
mitigation and adaptation actions and climate
policy instruments developed under the FACC.

ii. Use the available resources to catalyze the partic-
ipation of other stakeholders in climate financing.

iii. Promote public-private partnerships as an inte-
gral part of planning for climate financing pro-
grams and strategies.

iv. Complement and combine resources from multi-
ple sources to apply them in mitigation and/or
adaptation to face climate change in Mexico City.

3 Methodology

In carrying out this study, we conducted an analysis
of the barriers for funding climate actions, as well
as a review of relevant literature; several financial
mechanisms and strategies to overcome them were
identified, among which public-private partnerships
standout. Also some success stories of these alliances
were studied.

Additionally, to nourish the analysis and develop-
ment of proposals from Mexico’s trusts experience,
we studied several national and international trusts
or public and private funds, and interviews were
conducted with officials with knowledge of such funds
to gather data on their success elements as well as
potential problems to overcome.

Furthermore, a diagnosis was made of the PEF’s
current situation from interviews with officials of
Mexico City’s Ministry of Environment, and the
revision of its regulations. Likewise, we conducted a
study of the applicable legal requirements to trusts
of FACC’s same nature under federal and local
legislation, laws on three aspects: procurement,
operation and allocation of resources.

Based on the information above, the Funds objec-
tives were determined and its design proposals were
developed.

4 Results

a) Attainment of resources

Considering that: (i) the FACC’s resource
sources contemplated in the law could be lim-
ited in order to adequately address the challenges

that adaptation and mitigation of Mexico City’s
climate change represent; and (ii) given that in
most cases, the transfer of resources would be
made to the FACC through Mexico City’s Min-
istry of Finance, which could decrease the effi-
ciency in use due to the difficulty in access, ad-
ditional sources of procurement are proposed.

These sources could be direct (resources received
by the FACC) and indirect (resources given to
projects supported by the FACC) and which
derive from partnerships with the private sector
or other organizations such as NGOs. It is
important to note that the private sector is
key in climate finance, considering the limited
public resources. Taking into account the above
information, one of the objectives to be met in
the design of the FACC is the participation and
involvement of the private sector in the FACC’s
investment and allocation of projects/programs.
Here is a list of additional funding sources:

i. Private sector resources that are invested
in projects due to the support they receive
from the FACC (ie public services or infras-
tructure)

ii. Donations from the private sector to
projects

iii. Resources that the FACC receives for
the provision of services it carries out in
projects developed by the same fund (”self-
generated income”)

iv. Resources from the carbon market

In parallel to these new sources of procurement,
we propose their planning and programming,
through a Strategic Plan (to be prepared every
six years) as well as through Annual Programs.
Thus projects/programs would be generated
annually and multi-year, in which the areas that
could be covered by procuring sources whose ob-
tainment require a lengthy procedure, would be
distinguished1 from those that could be covered
with resources obtained through short processes.
The programs pointed out must be consistent

1For example, to obtain local budgetary resources (includ-
ing the resources obtained by fines), the development of an
annual entity program is required, and that it is authorized
by Mexico City’s Legislative Assembly, so that subsequently it
will be delivered by Mexico City’s Ministry of Finance.
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with the purposes set forth in FACC’s applicable
laws and the lines of action of Mexico City’s
Local Climate Strategy and in particular Mexico
City’s Climate Action Program (PACCM). This
type of planning allows obtaining local and
federal programmable resources at appropriate
times for these projects so that they detonate
private investment.

b) Allocation of resources

We propose that resources procured by the
FACC be applied to projects in the public
(government programs) or private sector. For
the second case, financial support could be
obtained through four means:

i. Support for the project’s development
(technical and economic feasibility studies,
environmental impact, project’s financial
structuring, legal reviews, development
of project documentation, concessionaire
agreements, commercial evaluation studies,
demand, affordability, risk assessment,
among others).

ii. Support for the project’s implementation.
In this area, contributions may be carried
out in cash (eg. construction costs, bidding
costs compensation) and/or in kind (eg.
personal property, maintenance).

iii. Indirect support for project financing
(purchase of securities, insurance, bonds,
management to obtain financing and
guarantees, channeling funds to entities
empowered to grant preferential loans).

iv. Support for training and technical assis-
tance (through information campaigns,
communication, labeling, courses, work-
shops, seminars).

Those projects/programs to be supported would
be selected under the following procedure: Out of
the entire resources destined to be implemented
on an annual program, the FACC’s2 Technical
Committee will establish the percentages allo-
cated to:

2Based on the opinion submitted by the FACC Office.

(a) Programs’ tendering/projects on the basis
decided by the FACC;

(b) Call for proposals from the private and so-
cial sector, under criteria established by the
FACC;

(c) Government Programs; and,

(d) Those projects/programs not included in
the Annual Program, but whose importance
requires them to be implemented, provided
they are carried out through co-financing
with the private sector. The percentage
may not exceed 10% of the total budget.

The Technical Committee will select the projects
to be supported. To carry out such allocation,
it will consider the opinion of the FACC Office
who will have made a pre-selection of projects
that fulfill the allocation requirements. In this
screening, the Office could be aided by expert
opinions. For the final project(s)/program(s)
selection that receive financial support from
the FACC and the consequent allocation of
resources, the Technical Committee may request
the FACC Office information it considers neces-
sary as well as the one used to give its opinion.
The Technical Committee will have the final
decision in the selection.

Figure 2 shows the process herein described
for resource allocation. The criteria for the
selection of mitigation programs/projects will be
based on the cost-effectiveness of the measure,
mitigation potential and if they trigger other
climate actions. The adaptation proposals will
be chosen based on the ability to reduce, prevent
or avoid risks in accordance with Mexico City’s
Danger and Risk Atlas, the feasibility of the
action and if it entails indirect mitigation.

In addition to the role of resource ”contributor”
that the FACC has, we propose that the fund
carries out six more measures:

1. Collaboration Agreements (with the pub-
lic sector) to combine resources with other
public programs.

2. Cooperation Agreements (with the private
sector) to develop projects with the pri-
vate and social sectors, and/or joint venture
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projects through non-recoverable contribu-
tion to trusts, companies or entities whose
purpose is the implementation of projects.

3. Active attainment of international funds.

4. Management in favor of the projects it sup-
ports; through obtaining financing, guaran-
tees, insurance and risk coverage purchases,
and economic and fiscal incentives before
the corresponding entities.

5. The FACC’s participation in the emissions
market: representing third parties in the
sale of carbon credits receiving the assets
derived from the reduction of GHG emis-
sions as part of its own.

6. Providing of the following services:

6.1. ”Financial Green Seal” Certification:
certify those projects that mitigate climate
change and seek to obtain financing through
green bonds. Thus the future projects to
be financed are credited as sustainable in
accordance with international standards.

6.2. Representing third parties in the
sale of carbon credits and receiving as its
own assets the rights obtained from GHG
emissions reductions.

6.3. Granting consultancy services for
financing mitigation projects.

6.4. Creation of a platform for the develop-
ment of projects that generate income and
that aim to connect procurement sources,
project developers and service providers
within the same sectors.

6.5. Emission of green bonds to finance
FACC projects.

In the first four cases, and in subsection 6.4,
these activities are considered means to achiev-
ing the purposes of the FACC, and therefore
do not require modification of the law. Its
implementation would be in the short term. For
FACC participation in the carbon market and
the provision of services outlined in subsections
6.1 to 6.3 a change in the law is required, so the
implementation of these services is expected in
the medium term. In regards to the provision
of services detailed in subsection 6.5, a modi-
fication to the current law is required, as well

as a very specialized structure; therefore, its
implementation is expected to be in the long
term.

c) Structure Proposed for the Fund

The law establishes those entities currently
participating in the FACC, which are the sole
Trustor: Mexico City’s Ministry of Finance; the
Fiduciary: Scotiabank under PEF contract; and
the Technical Committee.

However, to carry out the activities described
above, since it is a PEF subaccount, the FACC
should have its own Technical Committee. In
this committee the private, social and academic
sectors will be represented. Furthermore, we
recommend the establishment of an area within
the Ministry of Environment (SEDEMA) re-
sponsible for the operation of the FACC, which
we call the FACC Office. The Fiduciary and
the Technical Committee shall have assistance
from the office in charge of the Program on
Climate Change and SEDEMA’s MDL projects.
This office along with two or more external
consultants will be referred to as ”FACC Office”.

The first year of the FACC Office we propose
that its structure is comprised of a Director (the
Director of Climate Change and SEDEMA’s
MDL projects) and a consultant who will be
responsible for initiating the FACC’s operation.
During that year, the consultant will be paid
with resources from the federal budget. Sub-
sequently, his/her fees should be covered with
resources for the Office itself. This consultant
will be the Director of the Public Sector Unit
and International Organizations and shall obtain
resources for the Office’s operation.

During the first year, the Office will develop
the Strategic Plan and the FACC’s Annual
Program. This plan must be approved by
the Fund’s Technical Committee. With the
operations and structure proposed, we expect
the FACC to be self-sustaining, have efficient
operation and to be an effective link with the
private sector in the fight against climate change.

Figure 1 shows the proposed structure for the FACC’s
operation.
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5 Conclusions

During the analysis we carried out for this study,
several barriers or obstacles were detected that hin-
der efficient attainment and distribution of resources,
which would allow responding to the challenges of
adaptation and mitigation to climate change in Mex-
ico City. With the proposed design, the FACC
should run as a fund that seeks resources from various
sources, such as public-private partnerships to over-
come these barriers. Furthermore, the characteristics
that are attributed to the Fund allow it -beyond being
an account for the transfer of funds- to have versatil-
ity in its activities to fundraise within the law. All
this must occur within a framework of transparency
that allows beyond complying with the laws, to have
absolute credibility among others; providing access to
anyone to the resource management information. For
the FACC to truly take the form that it has been given
in the proposed design, it is essential that human and
material resources are designated for its operation, so
the operation of an exclusive office to jump-start what
has been outlined for the FACC in the present study
becomes fundamental.
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Figure 1: Structure proposed for the FACC’s operation

Source: prepared by the author
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Figure 2: Resource allocation process derived from FACC

Source: prepared by the author
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