[image: ]
TCAF Annual Review: Apr 2025 – Mar 2026






Transformative Carbon Asset Facility (TCAF) Annual Review 2026































[image: ]
© Crown copyright 2023
This publication is licensed under the terms of the Open Government Licence v3.0 except where otherwise stated. To view this licence, visit nationalarchives.gov.uk/doc/open-government-licence/version/3 or write to the Information Policy Team, The National Archives, Kew, London TW9 4DU, or email: psi@nationalarchives.gsi.gov.uk. 
Where we have identified any third-party copyright information you will need to obtain permission from the copyright holders concerned.
Any enquiries regarding this publication should be sent to us at: 
ODA-Transparency@beis.gov.uk 

	[bookmark: _Toc142922619]Section A: Summary and overview 



	Title:  Transformative Carbon Asset Facility (TCAF)

	Programme Value £ (full life): £60m CDEL
	Review date: July 2025 (review period 1 April 25 – 31 March 26)

	Programme Code: GB-GOV-13-ICF-0027-TCAF 
	Programme start date: March 2017
	Programme end date: Extended from 2028 to December 2031.



	Year
	Dec 17
	Jul 18
	Jul 19
	Jul 20
	Jul 21
	Jul 22
	Jul 23
	Jul 24
	July 25
	July 
26

	Overall Output Score
	n/a
	A
	A+
	B
	B
	A
	A
	A
	A
	A

	Risk Rating 
	Mod.
	Mod.
	Mod.
	Maj.
	Maj.
	Mod.
	Mod.
	Mod.
	Mod.
	Mod.




	Business Case:  
	https://devtracker.fcdo.gov.uk/projects/GB-GOV-13-ICF-0027-TCAF/documents  

	Logframe:  
	https://science-and-innovation-network.s3.eu-west-2.amazonaws.com/BEIS+ICF/TCAF/TCAF%2BLogframe%2B2025+UK+for+publication+(1).pdf

	Previous Annual Review 
	https://science-and-innovation-network.s3.eu-west-2.amazonaws.com/BEIS+ICF/TCAF/TCAF%2BAnnual%2BReview%2B2025+Final+clean+for+publication+(1).pdf
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Description of programme 

TCAF is a multilateral trust fund, established through a partnership between the World Bank Group (‘the Trustee’) and seven Contributors, which helps ODA-eligible countries to host emission reduction projects and prepare them to trade resulting carbon credits under the Paris Agreement. It does this primarily by: 
· developing ‘scaled up’ proposals for projects at a sector or economy-wide level;
· developing new crediting methodologies (ways to demonstrate that an activity has generated a carbon credit); 
· building host capacity to monitor and report on reductions; 
· piloting new UN rules under Article 6 (A6) of the Paris Agreement for the generation and trade of carbon; and,
· sharing its lessons widely with the international community.
The UK’s contribution of £60m (34%) means we sit on the decision-making Facility Board, alongside Norway ($80m, 38%), Sweden ($25m, 12%), Switzerland ($25m, 12%). Non-Board donors are Spain ($4.6m, 2%), Canada ($3m CAD, 1%), and Germany ($2m, 1%). 


[bookmark: _Toc142922621][bookmark: _Toc142922622]Summary of progress and supporting narrative for the overall score 

The Transformative Carbon Asset Facility (TCAF) made significant operational strides in this reporting period and FY26, advancing from preparation into active program execution and increased innovation and towards alignment with Article 6 across its portfolio. The programme has been awarded an overall score of “A”, “outputs met expectations” and continues to be assessed as moderate risk rating programme. Pipeline development has progressed and several countries have reached important milestones during the reporting period (1 April 25 – 31 March 26). Highlights during the reporting period include: 

· Increased momentum in pipeline development, with additional pre‑project Information Notes (PIN) and PINs presented during the reporting period, including projects in the Kyrgyz Republic ($35 million) and Ecuador ($20 million). This was supported through streamlining of World Bank internal decision-making process. In relation to:
· The Kyrgyz Republic: Progress has been made to strengthen the Kyrgyz Republic energy policy crediting proposal to ensure credible baselines, realistic fiscal assumptions, robust grid and emissions modelling, and clearer assessment of demand impacts. The program will include use of the UNFCCC Article 6.4 Sustainable Development tool, which was adopted in October 2024. Kyrgyz iFIRST programme negotiations concluded successfully in this reporting period, with World Bank approval, validation, and parliamentary ratification processes underway ahead of expected signing in late June and a planned launch mission in September.
· Ecuador: Progress was made this reporting period with Pre-PIN, PIN preparation and assessment, and a Note on Additionality Demonstration and Baseline Setting. The program design has embedded ambition through incentives for energy-efficient transport programs aligned with the diesel reform (e.g. measures such as vehicle scrapping and electrification). 
· The TCAF programme being actively shaped and responding to emerging best practice and high integrity crediting. This includes through the UK and Norway setting out that TCAF should only support high‑integrity crediting by limiting retroactive crediting to cases with clear incentive effects, requiring robust additionality, and applying conservative, credible baselines aligned with Article 6. Whilst remaining Article 6.2 approaches, the Ecuador and Kyrgyz Republic programs have now taken into account developments under Article 6.4 (Paris Agreement Crediting Mechanism) in their design as a means to help meet Article 6.2 rules - a significant achievement. More broadly this has led to a positive increase in work to operationalise projects and develop methodological approaches aligned with Article 6. This reflects a broader shift across the portfolio towards generating verified emissions reductions and building replicable models for scaled carbon market interventions.
· Adoption of deliberate portfolio diversification strategy. This was adopted in September 2025, and allocated the remaining $107–111 million across new pipeline projects to manage delivery risks stemming from delays in the Vietnam and Nepal programs. 
· Sustained technical and institutional capacity building in partner countries, including through workshops, legal agreements support and development of methodologies and MRV systems. Country engagement deepened considerably, with TCAF providing targeted support on carbon market regulation, institutional capacity, and Article 6 readiness. This underpins countries’ readiness to participate in international carbon markets and aligns with TCAF’s objective of piloting Article 6 mechanisms and sharing lessons globally. Country specific development highlights his period include: 
· Uzbekistan’s government submitted carbon market legislation for internal review in December 2025, expected to be issued in July 2026.
· Pakistan's Pak-FLOW program reached all preparation milestones. Pakistan's Ministry of Climate Change operationalized new Carbon Market Policy Guidelines, with provincial focal points now active in the approval process.
· In the Kyrgyz Republic, TCAF is supporting implementation of a newly adopted carbon market regulation (February 2026) and is developing an AI-powered ITMO authorization and reporting tool.
Progress this reporting period has also supported achievements in 2026 just outside this reporting period, that demonstrate wider success in FY26. This includes:  
· Completion of the third and final Results-Based Finance payment to Uzbekistan's Innovative Carbon Resource Application for Energy Transition (iCRAFT) program ($5 million in June 2026), with the first ITMO transfer now targeted for end of 2026.
· Pakistan's Pak-FLOW program preparation milestones reached and a $40 million ERPA and MOPA signing expected by October/November 2026. 
· The Ecuador program triggering a ministerial decree for ITMO authorization in June 2026.
That said, the programme also faces challenges and delays: 

· Disbursement and the number of programs remains below target: TCAF continues to have below-target disbursement with lower-than-expected volumes of both climate and carbon finance disbursed, and a lower number of programs being a persistent challenge facing the fund[footnoteRef:2].  [2:  The UK TCAF Business case set out a target fund capitalisation of $500 million with expectations of up to 10 programmes supported (at $500 million capitalisation) and up to 5 programmes supported (at $250 million capitalisation). ] 

· High integrity pipeline development and meeting evolving international best practice, host country and buyer integrity requirements remains challenging: There remains a major risk to delivery in terms of TCAF governments unable to meet TCAF provisions, newly agreed Article 6 rules, in addition to increasingly prevalent important but additional domestic requirements around environmental and social integrity from sovereign buyers. Whilst progress has been made, there is an ongoing risk of mismatch of program design with buyer expectations/domestic requirements. Some project proposals have fallen short of donor expectations, and in some cases, changes to project scope and financial assumptions (e.g. cost increases or revised technical approaches) have required reassessment of expected emissions reductions and commercial terms, impacting progress. 
Pricing and commercial negotiations: The nature of price negotiations in these transactions, including lack of price transparency, continues to present challenges and delays. This has been due to communication challenges and divergences between the Contributors’ indicative price mandate range and host country expectations. Higher-than-expected prices and questions around assumptions and project costs have contributed to delays in agreement. These challenges highlight broader market uncertainties and the complexity of structuring transactions that involve concessional finance and at the same time are driven by government public investment which face fiscal budget constraints. As a result, economic viability cannot be translated to project financing viability. These pricing considerations should be captured in future knowledge products and lessons learnt. In one instance, the Trustee proceeded through an approval point towards agreeing a price mandate ahead of full contributor signoff, which was resolved to all parties satisfaction but slowed the process. Subsequent work by the Trustee and contributors to agree expectations and a process for finalising price mandates has helped mitigate the risk of this happening again.

In summary, performance this year demonstrates progress in high integrity pipeline development, knowledge generation and capacity building, with increasing emphasis on implementation. However, disbursement remains lower than expected and delivery continues to face challenges around maturing projects to agreement,  navigating complex market and policy conditions. We assess this justifies a continued moderate assessment of overall performance and delivery confidence. The programme has been awarded an overall score of A: ‘outputs met expectation’ and continues to be assessed as a moderate risk rating programme.

Progress against recommendations from the last review: 

	Recommendation
	Progress

	The Trustee should continue to focus on the development of new projects, supporting replication of the success of the TCAF Uzbekistan Project, with an aim to over-programme the pipeline, to help increase the likelihood of TCAF funding being committed to high quality projects. This should include 1 new pre-PIN, 2 new PINs and agreement of a set of commercial terms before the end of the review period
	Partially achieved. During the review period, three pre-PINs (Ecuador, Kyrgyz Republic, and Bolivia) were presented.  Additionally, two new PINs were presented (Kyrgyz Republic and Ecuador).  As for the commercial terms, whilst commercial terms were presented for both Pakistan and Kyrgyz Republic agreement was not reached this reporting period due to price negotiations. The agreement is beyond the Trustee’s direct control, as such this is considered this met. 

	The Trustee should look to enlist the use of surveys at WB led events to better track, incorporate, and present how feedback from key stakeholders such as host ministries, the private sector, and international organisations (e.g. UNFCCC and ICAO) has been taken on board.
	Achieved. Surveys were used to track feedback and the results were shared with the UK. The TCAF team continually engage with the UNFCCC and ICAO to take on board feedback. 


	The Trustee should continue to engage with a broad spectrum of carbon market stakeholders, including engaging and contributing to the Paris Agreement Crediting Mechanism’s work and voluntary carbon market actors, and with key stakeholders related to the Carbon Offsetting and Reduction Scheme for International Aviation (CORSIA) to help ensure replication of TCAF experience, and where appropriate, alignment of practices, and awareness raising of Article 6 authorisation use case options on an ongoing basis. This engagement work should be presented at the next annual meeting.
	Partially achieved.  The Trustee continues to engage with a wide range of stakeholders including CORSIA and independent standard setters such as Gold Standard, Verra etc. To note TCAF has also supported Article 6 intelligence products including work towards a policy crediting standard under CORSIA. The Trustee should clearly present this work to contributors in future.



	The Trustee should share lessons learnt with other World Bank Programmes (including the Partnership for Market Implementation, Carbon Initiative for Development, Scaling Climate Action by Lowering Emissions program) and seek out joint opportunities for facilitating knowledge exchange (including through conferences such as Innovate4Climate).
	Achieved. A joint global knowledge day was organised between TCAF/Ci-Dev/PMI at last year’s Innovate4Climate conference. The TCAF and SCALE teams share staff, so there is an organic cross-pollination, along with formal meetings etc.  The Trustee meets with the PMI team on a monthly basis to keep each team abreast of the others’ work.   
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Recommendations that were not achieved or remain relevant have been carried over to the recommendations made by this year’s review. Some have been amended following discussions with the Trustee or due to the evolving carbon market landscape.

Major lessons and recommendations for the year ahead 

This year, we propose the following 6 recommendations: 

	Recommendation
	Due Date

	1. The Trustee should prioritise continued delivery of a robust, high integrity pipeline assessing and mitigating blockers to pipeline expansion to ensure continued value for money. This should include agreement of commercial terms for the Kyrgyz Republic, Pakistan and at least one further program before the end of the review period. Rolled over from 2025 recommendations and updated given the portfolio strategy agreed.
	31/03/2027



	2. The Trustee should continue to enlist the use of surveys at WB led events to better track, incorporate, and present how feedback from key stakeholders such as host ministries, the private sector, and international organisations (e.g. UNFCCC and ICAO) has been taken on board. Rolled over from 2025 recommendations as still relevant. 
	31/03/2027

	3. The Trustee should continue to engage with a broad spectrum of carbon market stakeholders including standard-setters and sources of demand (sovereign, corporate, airlines), apply lessons learnt to ensure TCAF countries supported are equipped to meet evolving buyer needs and compliance requirements and continue to contribute to the Paris Agreement Crediting Mechanism’s work and the future of policy crediting transactions and approaches.  This work is to be presented at the next annual meeting. Progress should be evidenced through a summary of key engagements, outputs, and outcomes, and presented at the next TCAF mid-year meeting in early 2027. [Rolled over from 2025 AR and updated].
	31/01/2027


	4. The Trustee should raise awareness of authorisation and market opportunities and reporting requirements with TCAF supported countries, including the Carbon Offsetting and Reduction Scheme for International Aviation (CORSIA) market and other carbon markets. This work should also be presented at the next mid-year review meeting in early 2027.
	

31/01/2027


	5. The Trustee should work with DESNZ to prioritise strengthening TCAF’s reporting and public finance methodology against relevant ICF KPIs over the next year, with particular focus on KPI 6 GHG Emissions and KPI 11 Volume of Public Finance Mobilised to ensure this allows for robust assessment of the programme.
	28/02/2027


	6. DESNZ and the Trustee should work together to discuss and consider potential improved reporting timeline alignment, considering the World Bank’s reporting cycle and the annual meeting cycle. 
	31/09/2026
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	Section B: Theory of change and progress towards outcomes 



[bookmark: _Toc142922625]Summary of the programme’s theory of change, including any changes to outcome and impact indicators from the original business case. 
 
The underlying premise for TCAF is that carbon pricing and international market mechanisms can play an important role reducing GHG emissions, by creating incentives for countries to develop in a low-carbon sustainable way that offers development benefits. Lessons from these projects will demonstrate to the global practitioner and investor community how carbon market mechanisms can help deliver or exceed the targets set out in countries’ emissions reduction targets. The main outcome for TCAF is: ‘An increase in the use of carbon pricing mechanisms leads to verified emissions reductions through: a) participating jurisdictions possess the capacity and are able to manage and use new and innovative GHG emission reduction crediting mechanisms (including baseline methodologies and MRV) and b) non-participating jurisdictions are better able to consider and implement new and innovative crediting mechanisms as a result of knowledge provided by TCAF’.  The outcome and impact indicators for TCAF are set out in the section below. 

[bookmark: _Toc142922626]Progress against the expected outcomes and impact, and actions planned for the year ahead 

At the outcome level, we measure progress according to four indicators: 

	Outcome Indicator  
	Milestone this review period 
	Performance during the review period and commentary  

	Number (cumulative) of participating jurisdictions to implement TCAF mechanisms 
	4
	Not achieved (1): Uzbekistan. 


	Quantity of verified emissions reductions (in MtCO2e) directly resulting from implementation of TCAF mechanisms in supported jurisdictions.
	0.7
	Exceeded (23.6 MtCO2e) (from iCRAFT and verified)


	Public sector finance leveraged by TCAF programmes as a result of TCAF support.
	Not set in the 2025 logframe refresh due to ongoing discussions on methodology. 
	N/A 
2024 – $869 million reduced
Total for the program: 10.27 billion reduced.[footnoteRef:3]   [3:  To note for 2025 this is not reported as 2025 data is still undergoing verification. ] 



	Number of climate change mitigation programs in non-participating jurisdictions that refer to TCAF interventions or use TCAF programme design elements (cumulative)
	4
	Achieved (4) - Bolivia, Nepal, Viet Nam, and Tanzania[footnoteRef:4] [4:  The Pak-FLOW project is being replicated in Tanzania and in other provinces not participating in TCAF.] 
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Has the logframe been updated since the last review?  

No. The logframe was updated in the previous reporting period to improve measurement and reflect changes in circumstances, including program extension. All outputs have now been reported on and scored following the 2025 logframe refresh as part of the last Annual Review process.  To note, there remains a reporting challenge in terms of alignment with UK Annual Review reporting, data requirements and World Bank reporting cycles which operates on a fiscal year that runs from July 1 to June 30. This 12-month period is used by the Trustee to report on its financial statements, budgets, and operational activities and this misalignment has previously led to delayed publication of UK TCAF annual reviews. 

Recommendations for the year ahead

	The Trustee should work with DESNZ to prioritise strengthening TCAF’s reporting and public finance methodology against relevant ICF KPIs over the next year, with particular focus on KPI 6 GHG Emissions and KPI 11 Volume of Public Finance Mobilised to ensure this allows for robust assessment of the programme. 



	DESNZ and the Trustee should work together to discuss and consider potential improved reporting timeline alignment, considering the World Bank’s reporting cycle and the TCAF annual meeting cycle.





	Section C: Output scoring 


[bookmark: _Toc142922629]Output 1: Results-based finance provides necessary incentive to allow implementation of new and innovative GHG emission reduction crediting mechanisms. 

	Output number: 
	1
	Output Score: 
	A

	Impact weighting (%):  
	40
	Weighting revised since last AR? 
	No

	Risk rating
	Moderate
	Risk revised since last AR?
	No



	Indicator(s)
	Milestone(s) for this review
	Progress 

	1.1 Number of programmes (cumulative) at
 a) Pre-PIN (i.e. pre-PIN has been presented by the Trustee) 
b) PIN stage (i.e. PIN has been presented by the Trustee) 
	a) 23
b) 7

	a) 25: Progress exceeded  expectation 
b) 8[footnoteRef:5]: Progress exceeded expectation  [5:  Uzbekistan PIN (June 2022), India: EESL (2019), Colombia Solid Waste Management (June 2022), Vietnam Low Carbon Rice (June 2023), Pakistan Wastewater (June 2024), Nepal Clean Air Policy (December 2024), Kyrgyz Republic (June 2025), Ecuador (December 2025).] 


	1.2  Number of
(a)  ERPA terms (cumulative) that are approved by the Facility Board 
	a) 2
b) 2
	a) 1: Progress slightly missed 
b) 5: Progress exceeded expectation 


	b) Projects approved by host country[footnoteRef:6] [6:  Submission of the PIN by the Host Country is considered approval. ] 

	
	

	1.3  Volume of results-based financing disbursed to TCAF programmes in support of crediting interventions that is
a) climate finance (million $)
b) carbon finance (million $)
	a)16.1
b) 8.6
	a) 15: Progress slightly missed 
The third and final ERPA payment for iCRAFT will take place just outside the review period.
b) 0: Progress not met



Output summary and supporting narrative for the score 
Regarding indicator 1.1 the review period saw progress in advancing TCAF’s upstream pipeline and programme approvals, with the programme exceeding targets for a number of programmes at both Pre-PIN and PIN stage. This reflects momentum in expanding the portfolio across multiple jurisdictions with the addition of new PINs. The addition of new PINs, including Kyrgyz Republic and Ecuador, demonstrates sustained demand and continued engagement with partner countries. The Trustee should demonstrate how it will grow the pipeline beyond its current level, including actions to attract and support new programmes.
Regarding indicator 1.2 progress was mixed. While the target for ERPA terms approved by the Facility Board was met, further analytical work following scrutiny of prices presented requested by Contributors impacted timelines for endorsement of commercial terms, particularly in the case of Pakistan. In contrast, progress on host country approvals exceeded expectations.
Regarding indicator 1.3, performance was below expectations, with climate finance reaching $15m against a target of $16.1m due to timing delays in final payments for the Uzbekistan iCRAFT programme. Carbon finance disbursement was not achieved during the review period.  Whilst the technical work regarding the transaction has progressed, this carbon finance payment cannot be reported on and verified yet due to ongoing legislation development. This is expected to be published the end of summer 2026.
Overall, performance reflects strong upstream pipeline growth and continued progress toward programme delivery, but with emerging challenges in converting pipeline into fully approved and disbursing projects, particularly where additional but necessary due diligence is required to ensure value for money, robustness and environmental integrity of programme design.

Progress on recommendations from the previous AR, lessons learned this year 

Progress under Output 1 has been mixed with good progress on pre-PIN and PIN development, but some delays to commercial term signing and carbon finance reporting delays.  Whilst commercial terms were presented for both Pakistan and Kyrgyz Republic agreement was not reached this reporting period due to price negotiations. The past reporting year has demonstrated a clear progression from strengthening upstream processes towards a more delivery-oriented assessment of performance. The Trustee has prioritised improving the technical robustness and credibility of the pipeline, applying lessons learnt from the program, including enhanced approaches to Article 6 readiness and additionality assessment. However, challenges have emerged in converting this pipeline into fully approved and disbursing programmes. 

While ERPA terms were approved as planned, additional analytical requirements from Contributors impacted the speed of endorsement of commercial terms. Encouragingly, earlier lessons on the importance of early host country engagement, particularly on legal readiness and registries have translated into strong progress on host country approvals, which exceeded expectations. At the same time, risks identified including data gaps and a rapidly evolving carbon market context, have materialised in the form of approval delays and below-target disbursement performance. Overall, this trajectory suggests the key challenge lies in accelerating conversion to contracted and disbursing programmes while maintaining programme integrity and meeting buyer expectations and compliance requirements.


Recommendations for the year ahead

	The Trustee should prioritise continued delivery of a robust, high integrity pipeline assessing and mitigating blockers to pipeline expansion to ensure continued value for money. This should include agreement of commercial terms for the Kyrgyz Republic, Pakistan and at least one further program before the end of the review period.  



Output 2: Relevant knowledge transferred to participants resulting in increased capacity and readiness for the effective and sustainable management of carbon pricing mechanisms (including baseline methodologies and MRV).  

	Output number: 
	2
	Output Score: 
	A

	Impact weighting (%):  
	30
	Weighting revised since last AR? 
	Yes

	Risk rating
	Minor
	Risk revised since last AR?
	Yes



	Indicator(s)*
	Milestone(s) for this review
	Progress 

	2.2. Number of ministries in host countries that have received carbon markets capacity building support via TCAF. 
	8
	10[footnoteRef:7]: Progress exceeded expectations. [7:  In addition to last year, capacity building has been provided to Ministries in Ecuador and the Kyrgyz Republic] 


	2.3 Percentage of ministries reporting that TCAF engagement and knowledge products have significantly improved their capacity to support, participate in or implement broader carbon markets work.
	75%
	89%[footnoteRef:8]: Progress exceeded expectations.   [8:  Surveys at the end of capacity building events showed 89% of the Ministries in attendance found the workshops useful and improved their capacity for carbon market participation.] 



*To note the previous indicator 2.1 was removed and replaced with a more appropriate new indicator 2.3 as part of the 2025 TCAF Logframe refresh. 

[bookmark: _Toc142922631]Output summary and supporting narrative for the score 
Regarding indicator 2.2, progress exceeded expectations with further capacity building including in Ecuador and the Kyrgyz Republic. Country engagement deepened, with TCAF providing targeted support on carbon market regulation, institutional capacity, and Article 6 readiness. In Uzbekistan, the government submitted carbon market legislation for internal review, expected to be issued in July 2026. Pakistan's Ministry of Climate Change operationalized new Carbon Market Policy Guidelines, with provincial focal points now active in the approval process. In the Kyrgyz Republic, TCAF is supporting implementation of a newly adopted carbon market regulation (February 2026) and is developing an AI-powered ITMO authorisation tool. This capacity building has enabled the progress in the two new programs with Ecuador notably triggering a ministerial decree for ITMO authorization in June 2026 (just outside the reporting period). 
Regarding indicator 2.3 a joint global knowledge day was organised between TCAF/Ci-Dev/PMI at last year’s Innovate4Climate conference. Surveys at the end of these capacity building events showed 89% of the Ministries in attendance found the workshops useful and improved their capacity for carbon market participation. 
Progress on recommendations from the previous AR, lessons learned this year

TCAF has made significant strides in FY26, moving from a focus on knowledge generation in FY25 to programme delivery and continued capacity building. While FY25 highlighted strong progress in producing technical knowledge products and shaping thinking on RBCF and Article 6, outputs were not fully measured due to logframe design. In contrast, following the logframe refresh, FY26 demonstrates a more mature phase of delivery, with outputs evidenced through concrete milestones and strengthened country-level engagement on carbon market frameworks. 

Recommendations for the year ahead 

As targets have been exceeded, no specific new recommendations are proposed for Output 2. However, the recommendation regarding use of surveys is rolled over, due to its continued relevance:  

	The Trustee should continue to enlist the use of surveys at WB led events to better track, incorporate, and present how feedback from key stakeholders such as host ministries, the private sector, and international organisations (e.g. UNFCCC and ICAO) has been taken on board. 










Output 3: Relevant knowledge transferred to targeted non-participants, including UNFCCC negotiations, by effectively sharing TCAF blueprints and lessons learnt  

	Output number: 
	3
	Output Score: 
	A+

	Impact weighting (%):  
	30
	Weighting revised since last AR? 
	No

	Risk rating
	Moderate
	Risk revised since last AR?
	Yes



	Indicator(s)
	Milestone(s) for this review
	Progress 

	3.1 a) Number of TCAF knowledge products published  
b) Cumulative number of downloads of TCAF technical reports
	Milestones start next reporting period.
	a) 3 
b) 1082[footnoteRef:9]  [9:  In addition there were 10,459 page views. ] 


	3.2 Number of enquiries from non-participating TCAF jurisdictions/sectors/areas that express interest in TCAF-style methodologies (cumulative). 
	19
	21[footnoteRef:10]: Progress exceeded expectations  [10:  25 pre-PINs have been submitted to the Trustee over time, with the intent to apply a TCAF methodology to the proposed program. 6 out of the 22 proposed programs have passed the PIN stage, taking into account conditional approval/endorsement by Contributors.] 


	3.3 Number of external events delivered by the Trustee to inform and consult on TCAF, build capacity of UNFCCC negotiators, engage the private sector and non-participating jurisdictions, and disseminate programme experience. Not cumulative. 
	11
	11: Progress met.  

	3.4 Percentage of private sector, other relevant stakeholders and non-participating jurisdictions reporting that TCAF engagement has improved their knowledge of TCAF transaction blueprints, opportunities, and lessons learnt.  
	70%
	82%[footnoteRef:11]: Progress exceeded expectations. [11:  This percentage is based on the survey results from the Global Knowledge Forum (May 2025).] 






Output summary and supporting narrative for the score 

Regarding indicator 3.1 TCAF has published three knowledge products and had increased engagement through downloads and page views.   The TCAF technical work program in FY26 was organized in three work streams: RBCF intelligence, Article 6 intelligence, and operational intelligence as per Table 1.


Table 1: FY2026 TCAF technical work program deliverables
	Work Program
	Deliverables

	RBCF intelligence
 
	· Methodological framework for crediting livestock emission reductions

	Article 6 intelligence
	· Policy crediting methodology under Article 6.4 for the transport sector 
· Policy crediting standard under CORSIA
· Update note on Article 6 after COP30

	Operational intelligence
	· Scaled-up crediting: Operationalization within host country carbon market frameworks


 
Further detail on these work programs and associated knowledge products can be found in Annex 1.   

Regarding indicator 3.2 progress exceeded expectations with 21 enquiries. 

Regarding indicator 3.3 progress also met expectations and throughout the year, TCAF facilitated several technical and operational workshops.

	Box 1. TCAF external events highlights

· In December 2025, a two-day workshop in Uzbekistan focused on the practicalities of implementing the country's carbon market legislation.  In February 2026, the team co-organize a webinar on “Accelerating Robust and Scalable Measurement, Reporting and Verification” as part of the Scaling Next Generation Rice Impact Program Webinar Series for Policy Makers across Major Rice Producing Countries in Asia, including Vietnam, China, India, Bangladesh, Sri Lanka. The webinar presented the MRV package developed for large scale project as part of TCAF activities.
· A key meeting highlight of TCAF's knowledge management efforts was its collaboration with the Carbon Initiative for Development (Ci-Dev) and the Partnership for Market Implementation (PMI) for a two-day global workshop. This workshop brought together country representatives and Contributors to discuss Article 6 of the Paris Agreement and international carbon markets. Sessions covered diverse country experiences, innovative solutions, and implementation challenges. Representatives from close to 40 countries explored new insights on international carbon markets and shared new tools, guidance, and support to inform national strategies and policy decisions. Translation services ensured inclusive participation in discussions. Additionally, a global mixer encouraged future collaborations and peer-to-peer learning.
· TCAF also strengthened knowledge exchange with World Bank operational teams by joining the Transport Data, Modelling and Analytics (TDMA) global knowledge webinar to present policy MRV methodology tool for measuring ex-post transport decarbonization impacts. The session provided an opportunity to share early experience from applying the tool in the Ecuador diesel fuel subsidy reform policy crediting program, highlighting how robust data, modelling, and MRV approaches can support credible assessment of policy-driven emission reductions in the transport sector. 



 
Private sector engagement was also high, with progress against indicator 3.3 with 82% of those surveyed reporting that TCAF engagement has improved their knowledge of TCAF transaction blueprints, opportunities, and lessons learnt.  


Progress on recommendations from the previous AR, lessons learned this year

This reporting period showed  progress against the new logframe indicators for this output.  While maintaining the same workstream structure as FY25, in this reporting period outputs were more closely aligned to operational needs, including the development of practical methodologies, frameworks and tools directly supporting programme implementation and engagement with evolving Article 6 and CORSIA processes. Knowledge activities also became more targeted and interactive, with greater emphasis on structured workshops, webinars and collaboration with partners and operational teams. This shift has strengthened the relevance and usability of TCAF’s outputs, with clearer pathways to application.  Given there remain opportunities for continued awareness raising on carbon market opportunities (including the CORSIA market) and evolving buyer needs and requirements from sources of demand, this work should continue.

Recommendations for the year ahead 
	The Trustee should continue to engage with a broad spectrum of carbon market stakeholders including standard-setters and sources of demand (sovereign, corporate, airlines), apply lessons learnt to ensure TCAF countries supported are equipped to meet evolving buyer needs and compliance requirements and continue to contribute to the Paris Agreement Crediting Mechanism’s work.  This work is to be presented at the next annual meeting. Progress should be evidenced through a summary of key engagements, outputs, and outcomes, and presented at the next TCAF mid-year meeting in early 2027. 
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	The Trustee should raise awareness of authorisation and market opportunities and reporting requirements with TCAF supported countries, including the Carbon Offsetting and Reduction Scheme for International Aviation (CORSIA) market and other carbon markets. This work should also be presented at the next mid-year review meeting in early 2027





	Section D: Programme performance not captured by outputs



Not captured by the outputs is significant work undertaken by the Trustee to align new programs with Article 6.4 where possible and in some cases going beyond those requirements.  Specifically, for the Kyrgyz Republic and Ecuador programs, the Trustee aligned these policy crediting programs as closely as possible to the requirements of Article 6.4.  The elements aligned include use of the A6.4 templates for both methodologies and C-PDDs.  As part of this alignment, the Trustee included considerations for additionality, via the A6.4 additionality tool, sustainable development, via the SD tool, leakage, uncertainty, and baseline setting using the A6.4 baseline setting standard.  

Also not captured is the time the Trustee has invested into supporting host countries, Uzbekistan in particular, to prepare the Article 6 agreement (the ‘MOPA’) and transaction. This process requires the coordination of multiple stakeholders within government, along with external support and stakeholders. Support and coordination with the Article 6 credit buyers is also necessary but not captured by the outputs.
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	Section E: Risk 



[bookmark: _Toc142922634]Overall risk rating:  Moderate

	Risk Type and Description 
	Mitigation Strategy, Owners and Timeframe
	Residual RAG  

	Political: TCAF host governments unwilling or unable to comply with TCAF provisions from the Paris Agreement, resulting in a lack of demand for TCAF. 
	This  remains a major risk in terms of TCAF governments unable to meet TCAF provisions, newly agreed Article 6 rules, in addition to increasingly prevalent important but additional domestic requirements around environmental and social integrity from sovereign buyers. That said progress has been made since the last reporting period including improved A6.4 alignment and continued engagement and advancement across key programmes, implementation risks persist in certain contexts (notably Pakistan and Ecuador).
However, despite progress and the fact risks are  reducing as programmes move through key design, approval, and delivery milestones the Trustee and DESNZ jointly agree overall this remains a major risk, particularly given the ongoing risk of mismatch of program design with buyer expectations/domestic requirements and due to the fact there have also been periods of delays linked to price mandate negotiations. 
	Major

	Delivery: Potential host countries reject the transaction structure, so UK ICF cannot be disbursed to achieve results. 
	Since the last Annual Review reporting period, additional countries have not yet concluded agreements under the same transaction structure, and this risk has therefore not been fully mitigated. The Kyrgyz Republic has since progressed an agreement under this structure, albeit outside the reporting period. 
However, progress has been made at earlier stages of the pipeline. Donors have approved projects at various preliminary stages, and a milestone $7.5 million payment was made to the Uzbekistan Innovative Carbon Resource Allocation for Energy Transition (iCRAFT) programme in June 2024. In addition, the Kyrgyz Republic Innovative Finance for Resilient and Sustainable Energy Transition (iFIRST) program has successfully been negotiated, and the Government of the Kyrgyz Republic has submitted the programme to Parliament for ratification.
While these developments demonstrate positive momentum, they do not fully mitigate the underlying risk. The rating therefore remains moderate; however, if one to two additional countries are able to conclude agreements under the transaction structure, the risk could be downgraded to minor.

	Mod 
 

	Delivery: Emerging global geopolitical and economic headwinds (e.g. the rising cost of energy) result in host countries deprioritising TCAF interventions. 
	This delivery risk has become more manageable following the implementation of a clearer strategic approach and the use of Article 6 additionality tools. The Trustee has monitored and reported regularly on changes to the priority assigned to TCAF by host governments this reporting period to make contributors aware of risks (e.g. in Vietnam, Nepal and Pakistan). This rating remains moderate. Impacts will vary by sector (e.g. solid waste management projects may be less exposed than energy sector projects) and risk can therefore be partially mitigated by continuing to pursue a diverse portfolio. (Owner: Trustee. Timeframe: 6 monthly updates) 


	Mod 

	Political: Change in host country government jeopardises TCAF activity 
	This remains a moderate risk. World Bank country offices remain alert to broader political changes and the priorities of host governments and continues to assess these in TCAF proposals. Developments in Vietnam have illustrated how political and administrative changes can delay or disrupt programme progression, reinforcing the relevance of this risk. UK uses embassies and high commissions to understand likely local views and promote benefits of participation to them. However, while bi-partisan support for TCAF can be pursued, it may be impossible to fully mitigate the risk of policy change under a new administration. (Owner: Trustee. Timeframe: 6 monthly updates)
	Mod 

	Financial/Reputational: UK pays for non-additional activity (i.e. that would happen in the absence of TCAF) 
	This review period saw criticism of some of the first Article 6 transactions. Under TCAF, conservative baseline setting helps ensure non-additional effort is not credited. This review period has seen improvements in this area and further mitigations application of ta two-step approval process on additionality and baseline setting. Where host NDC data is non-specific, extra modelling or capacity building will help to develop a suitable approach. UK units are not used to ‘offset’ emissions elsewhere, which lowers our exposure to some criticism, but the case for TCAF support in new projects must be clear and not unduly influenced by a desire to commit remaining funds. Regarding social and environmental safeguards, new programs have also been designed with increased SDG monitoring and reporting.  
 (Owners: Trustee, UK. Timeframe: ongoing) 
	Mod 
 
 
 
 
 

	Delivery/reputational: hosts decide that TCAF emission reductions contractually committed to Contributor countries are required for their NDC achievement. 
	This remains a minor risk. A UK decision for its share of TCAF abatement to remain with the host country has reduced this risk to zero on the UK side. Should another TCAF Contributor insist on a transfer in a case where a host country requires TCAF funded abatement for their own NDC achievement, the risk of association with this is likely to be low for the UK. Furthermore, the Trustee’s engagement with host countries in advance of a deal being agreed is ensuring host countries are aware of this risk and able to consider mitigation strategies. (Owners: other Contributors, Trustee. Timeframe: ongoing)
	Min 

	Financial: Fraud or corruption in the host country  
	This remains a minor risk. World Bank due diligence and risk management processes are in place to manage delivery and potential fraud. (Owner: Trustee. Timeframe: ongoing)
	Min 


 
Overview of risk management 

The overall risk rating remains ‘moderate’. Agreement of overarching Article 6 rules at COP29 in November 2024, increases in host country understanding and improved joint support and events across support providers and the other World Bank carbon funds has have created a more certain environment for TCAF projects. That said this reporting period has seen further market developments in terms of sovereign buyer requirements and preferences which the TCAF programme will need to actively respond to.  Whilst reputation risks remain, this review period has seen improvements in this area and further mitigations. Finally, all grants financed by Trust Funds continue to be subject to the World Bank's operational policies and procedures that apply to their financing, including the Bank's framework on governance and anti-corruption.  TCAF remains a piloting facility for innovative crediting, so a higher risk tolerance is factored into this overall score.  Upcoming actions proactively managing the evolving risks. DESNZ remains content with the Bank’s approaches to reporting risks and mitigations to Contributors on a quarterly basis. 
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	Section F: Programme management: delivery, VfM, commercial and financial performance 



[bookmark: _Toc142922639]Summary of the performance of partners and DESNZ, notably on commercial and financial issues, and including consideration of VfM. 

The Trustee remains committed to the success of the TCAF programme over this review period, with good working relationship with partners and contributors. The UK continues to enjoy a close, collegiate partnership with the Trustee and other Contributors. The programme continues to make progress on the delivery of the Uzbekistan iCRAFT project, while there are other projects in the advance stage in the pipeline including those in Vietnam, Pakistan, Nepal and the Kyrgyz Republic. The annual report provided further details on several areas of the programme delivery and finances, including facility management issues, and knowledge management activities.

Economy
 
The total actual use of funds for FY26 is $8.70 million while the planned amount is $22.54 million, leaving a gap of $13.83 million. The reflects lower actual expenses than forecast across all major items, except meetings, with significantly less RBF payments and fees than planned. Both planned and actual use of funds were below those recorded for last year by 34% and 14%, respectively, which indicates lower costs of delivery and operating the programme in the current year compared to last year.
 
Fewer tasks were carried out and processed in the Trustee’s systems (e.g., CATS and EMS) during the year, while there was lower use of back-office staff time than expected. The higher than planned meeting expenses is due to the in-person TCAF annual meeting held in June 2026. Some programs are advancing through the preparation phase slower than anticipated (e.g., ERPA/MOPA signing) and associated planned knowledge management and communications activities did not materialize as expected. Related costs have been well managed and most of them are now shifted into FY27, as the Trustee expects to sign new ERPAs/MOPAs in the new fiscal year. This demonstrates good value for money in the current year.
 
Efficiency

The deployment of the Facility resources has been as efficient as possible. TCAF continues to deliver greater outputs despite the complexity of larger scale carbon market transactions, need for significant ministerial coordination and political will, and evolving carbon market rules and best practice. Administrative costs and programme expenses were lower than expected. With these lower-than-expected costs, TCAF was able to make good progress, as many output indicators exceeded their milestones. For example, five (5) projects were approved by host country against a target of two (2) (see output 1.2b); 10 ministries in host countries received carbon markets capacity building support against a target of 8; while 89% of ministries reported that TCAF engagement and knowledge products have significantly improved their capacity to support, participate in or implement broader carbon markets work. 
 
Effectiveness

TCAF continues to produce outputs that are significantly influencing positive climate outcomes and impacts in the participating and non-participating jurisdictions. Four (4) participating jurisdictions implemented TCAF mechanisms; 23.6MtCO2e directly resulting from implementation of TCAF mechanisms in supported jurisdictions; and five (5) climate change mitigation programs in non-participating jurisdictions use TCAF programme design elements or refer to TCAF interventions. These do not only meet milestones, but they also represent significant improvement compared to last year, suggesting increasing effectiveness of TCAF programme.
 
Equity
 
As TCAF engages with potential host countries, from an equity perspective it is important that the Trustee helps hosts understand the costs and options for achieving their NDCs and how the TCAF activity does not make this more expensive or adversely affect local populations. The Trustee has demonstrated consideration of equity issues (e.g. the distributional effects of a carbon pricing intervention on one sector’s informal workers) in proposals. Capacity building activities under TCAF follow the World Bank’s Investment Project Financing process, which includes gender mainstreaming. The UK also strongly advocated for gender equality, disability and social inclusion (GEDSI) and to be embedded across TCAF while aligning with the Sustainable Development Goals (SDGs). Finally, TCAF Contributors have agreed not to pursue the cheapest available abatement in host countries, as this could lead to NDC achievement becoming more costly for the host country.  


Paris Alignment Assessment 

	Paris alignment pillar 
	Description of activity 

	How have you taken a proportional approach to climate and environment risk assurance? 
	Risks will be monitored through the standard ICF risk management processes.  

	How have you taken a proportional approach to using shadow carbon pricing? 
	Yes, as the nature of the TCAF programme is to use carbon pricing to support clean energy access in low-income countries. TCAF uses performance payments to support projects in low-income countries that use clean and efficient technologies. These payments are based on reduced emissions.  

	Does the programme adhere to HMG’s fossil fuel policy? 
	Yes, this programme does not include elements relating to fossil fuel support and thus does not undermine the fossil fuel policy. 

	Are you ensuring the programme does not undermine impacted countries climate plans? 
	Yes, we make sure to engage with post in the region to ensure TCAF projects are integrated within country climate plans.  



	Date of last narrative financial report
	June 2025 (Date of FY25 Annual Meeting 9 July 2026)


	Date of last audited annual statement
	June 2025 




Annex 1. Further information on TCAF technical work program deliverable progress
· The Methodological framework for crediting livestock emission reductions is being developed as a guidance for task teams and project developers on the features of an operationally feasible livestock crediting mechanisms, including MRV systems, baseline and additionality, financing structures, institutional arrangements, benefit-sharing, and farmer participation. For each feature, the framework differentiates practical considerations for project design and implementation at scale, across crediting mechanism (RBCF, VCM, etc.). The note is being produced in collaboration with The Alliance of Biodiversity International and the International Center for Tropical Agriculture (CIAT). It is based on insights from real livestock crediting projects. A review of at least 10 livestock crediting projects/programs has been completed (VCM and RBCF, and other innovative mechanisms), and insights from the projects are currently being analyzed to identify key features of operational success. The next step is interviews with key stakeholders to solidify insights from the completed review process. The resulting note will be relatively short and operational, with short deep dives into each feature of the framework. 
· The policy crediting methodology under Article 6.4 for the transport sector was originally planned for the Nepal e-vehicle transport sector policy crediting program. With a shift in the portfolio to the Ecuador diesel subsidy program the scope of the methodology changed accordingly. The methodology is finalized using Art 6.4 methodology template and following the guidance provided in the Art 6.4 baseline, additionality, and leakage standard. It will be applied to the Ecuador program and submitted to the Art 6.4 Supervisory Board (SB). As scaled-up crediting is not yet integrated into Art 6.4 the TCAF team does not expect near-term approval of the methodology but a positive impact on SB decision meeting on scaled-up crediting through providing an example of a policy crediting methodology and related pilot program. The methodology has been developed in-house by the TCAF team.
· The policy crediting standard under CORSIA has been extended in scope to a methodology framework for policy crediting. Instead of establishing a single new standard, the approach has shifted to include policy crediting into multiple existing standards under CORSIA and Art 6.4. The methodological framework has been developed in-house by the TCAF team in close collaboration with the World Bank Prosperity (macro-fiscal) global practice informed by the reality of World Bank policy lending operations. The substance of the framework will be discussed at the forthcoming consultation on policy crediting on June 24, 2026, in London. Considering the consultation the framework will be refined and then shared with TCAF Contributors for their review before finalization.
· The update note on Article 6 after COP30 was finalized in December 2025 and shared with TCAF Contributors. For TCAF program development gaining a deeper insight into the technical expert reviews for cooperative approaches has been the most interesting result of this work. The note was produced jointly by consultancy Climate Focus and the TCAF team.
· The note on Scaled-up crediting: Operationalization within host country carbon market frameworks is under development by the TCAF team. A focus area is managing potential overlaps of policy crediting programs with other crediting activities, a topic on which TCAF host countries have requested further guidance.

· Conclusion of TCAF work on engineered carbon dioxide removals (eCDR). In addition to this work program, the TCAF team concluded the two-year scoping work on eCDR in providing a summarizing Knowledge Note: Engineered Carbon Dioxide Removals and in holding a related webinar. The eCDR work has shown that there is a strong momentum in carbon markets towards durable removals but that eCDR crediting currently mostly bypasses developing countries despite comparative cost advantages. The work has identified knowledge and capacity gaps and ways to overcome them to facilitate access of developing countries to eCDR opportunities.
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