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Background
The Carbon Fund was established under the Carbon Fund Act 2007. The purpose was
for the acquisition of Kyoto Units and any other such instruments or assets on behalf
of the State. This was intended to meet international climate change obligations under
the 1992 United Nations Framework Convention on Climate Change, the 1997 Kyoto
Protocol to that Convention, and future agreements to which the state becomes
bound. Units purchased in the fund are intended to supplement domestic mitigation
action. 

Management of the Fund was delegated to the NTMA. The NTMA was also designated
as the purchasing agent for the acquisition of the necessary credits. Carbon credits
are referred to in the legislation as Kyoto Units.

Statement of Agency’s Responsibilities 
The National Treasury Management Agency (the “Agency”) is required by the Carbon
Fund Act 2007 (as amended) (the "Act") to prepare financial statements in respect of
the operations of the Carbon Fund for each financial year. 

In preparing those statements, the Agency: 

■ selects suitable accounting policies and then applies them consistently; 

■ makes judgements and estimates that are reasonable and prudent; 

■ prepares the financial statements on a going concern basis unless it is inappropriate

to do so; 

■discloses and explains any material departure from applicable accounting standards.

 

The Agency is responsible for keeping in such form as prescribed under Section 5 of
the Act, all proper and usual accounts in relation to the performance by it of the
functions delegated or granted to it under the Act. The Agency shall whenever
requested to do so in accordance with the Act, provide such financial statements and
such information in relation to such financial statements as is required under
legislation. 

The Agency is also responsible for safeguarding assets under its control and hence for
taking reasonable steps for the prevention and detection of fraud and other
irregularities.
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Report of the Carbon Fund 2023
There was no activity in the Carbon Fund in 2023. The reconciliation for the EU Effort
Sharing Decision 2013 - 2020 (ESD) has now ended. Ireland is now fully compliant with
our obligations under the ESD.

Carbon Units
The National Treasury Management Agency (NTMA) purchased carbon units during the
2013-2020 period, on instruction from the Department of the Environment, Climate
and Communications. This was part of the strategy to address the compliance gaps for
the period.  No additional units were purchased by the NTMA in 2023. 

The Carbon Fund also held units received from investments in three multilateral
funds. These investments were made between 2006 and 2007 by the Department of
Environment, Climate and Communications. Not all units received from the funds in
which Ireland invested fulfilled the criteria for use in the ESD  .  As a result, the number
of carbon credits held in the fund as at the end of 2023 was 701,795. The NTMA awaits
instruction from the Department on the future use of these remaining units.

Future Targets
The ESD is succeeded by the Effort Sharing Regulation (ESR) covering emissions for
the years 2021 to 2030. The compliance architecture of the ESR is somewhat different
from that of the ESD. For instance, purchasing carbon credits on behalf of the State in
the market will no longer be a compliance option. However, the use of surplus ESR
annual emission allocations units (AEAs), purchased from other Member States, will
continue to be an option. Such a trade would be carried out by means of bilateral
agreement between individual Member States. 

Section 6 of the Carbon Fund Act 2007 states: “As soon as may be, but not later than
6 months after the end of each financial year of the Agency, the Agency shall make a
report to the Minister of its activities in relation to the performance during the year
concerned of the functions delegated to it under this Act, and the Minister shall cause
copies of the report to be laid before each House of the Oireachtas.”

This report is the seventeenth report to the Minister for the Environment, Climate and
Communications under the Carbon Fund Act, and covers the year ended 31 December
2023.

  Not all Kyoto Protocol units were eligible. International credits representing investments in projects that have
reduced emissions in developing countries (Clean Development Mechanism) or other industrialised countries (Joint
Implementation) could be used towards EU compliance under certain quantitative and qualitative conditions. The
EU Commission regularly updated the lists of project credits eligible for compliance under the Effort Sharing
Decision. The General positive list contains project credits that can be used by all Member States.  
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Statement on Internal Control - Carbon Fund 
The National Treasury Management Agency (the "Agency") is the manager of the Carbon Fund (the "Fund"). The
Agency's Statement on Internal Control is set out below. 

Scope of Responsibility 
On behalf of the National Treasury Management Agency ("the Agency") we acknowledge the Agency's responsibility
for ensuring that an effective system of internal control is maintained and operated. This responsibility takes
account of the requirements of the Code of Practice for the Governance of State Bodies (2016). 

Purpose of the System of Internal Control 
The system of internal control is designed to manage risk to a tolerable level rather than to eliminate it. The system
can therefore only provide reasonable and not absolute assurance that assets are safeguarded, transactions
authorised and properly recorded and that material errors or irregularities are either prevented or detected in a
timely way. 

The system of internal control, which accords with guidance issued bythe Department of Public Expenditure, NDP
Delivery and Reform has been in place in the Agency for the year ended 31 December 2023 and up to the date of
approval of the 2023 financial statements. 

Capacity to Handle Risk 
The Agency has a formal risk management and governance framework in place, designed to support the proactive
management of risk. The Agency's Risk Management Policy and Framework and Risk Appetite Framework, together
set out its risk appetite, its risk management structures and processes and details the roles and responsibilities of
staff in relation to risk. The Agency has ultimate oversight and accountability in relation to risk management and
provides direction by approving the Risk Management Policy and Framework and the Risk Appetite Framework.
Thereafter the Agency assures itself on an ongoing basis that executive management is responding appropriately to
risks and it is assisted in this regard by the Audit and Risk Committee (ARC), which monitors adherence to risk
governance and risk appetite and ensures risks are properly identified, assessed, managed and reported. 

In 2023, the ARC comprised three Agency members, with financial and audit expertise, one of whom is the
Chairperson. The Committee met formally eight times in 2023. 

An executive-level Enterprise Risk Management Committee ("ERMC") oversees the effective management of risk
and compliance by reviewing and / or approving key risk frameworks and policies, monitoring the organisation's
risks and controls and monitoring the overall risk profile and strategic risks. 

The Risk Management Policy and Framework and Risk Appetite Framework which were updated in 2023 were
published and communicated to all staff who are expected to comply with the requirements therein. The
embedding of risk management was supported by a programme of risk training and awareness in the reporting
period. 

Risk and Control Framework 
The Agency's Risk Management Policy and Framework, supported by the Risk Appetite Framework, provides the
methodology and processes, by which key risks are identified, assessed, managed, monitored and reported and are
supported by a suite of risk management policies. 

Individual business units and corporate functions maintain risk registers in which their key risks and controls are
recorded and responsibility for operation of the controls assigned. These registers are reviewed twice yearly by the
respective business units and corporate functions and the controls therein are attested by the control owners. Risk
registers were reviewed and challenged by the appropriate risk committees, including the ARC, during the reporting
period. 

The ARC also conducted a review and challenged the Agency's principal risks in the reporting period, based on a
top-down risk assessment exercise conducted by the ERMC which was supported by a bottom-up exercise by the
business units and corporate functions. 
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The Agency has an established control environment, as part of which:

Authority and financial responsibilities are delegated by the Agency Chief Executive to Agency management and
staff through the use of delegated authorities which define their authority and financial responsibilities to act
on behalf of the Agency.
It has developed policies and procedures in respect of the management of the key aspects of its activities.
These policies and procedures are reviewed by their business owners and updated to align with business
processes.
It has an appropriate financial and budget management system, incorporating accounts payable controls as well
as regular reporting of the Agency's costs and monitoring of costs against budget to the Executive Management
Team.
It has an established financial reporting framework to support its external and statutory reporting obligations in
respect of its businesses.
It has established systems, procedures and controls in place to manage and safeguard its business assets
including property, equipment and vehicle assets.
It takes all reasonable measures considered necessary to protect information and systems including the
confidentiality, integrity and authenticity of the information stored on Agency systems and to minimise so far as
practicable the risk of unauthorised access to information from both internal and external sources. This
protection is achieved through the application of recognised standards, policies and controls.
It has established third party risk policy and procedures to assess and manage risks posed by third parties
including the monitoring and oversight of critical third party service providers.
It has an established Cyber Security Framework to facilitate identification, assessment, and management of the
cyber risks that the Agency may be exposed to. Regular Staff Awareness Training on cyber risks is also in place
for all Agency staff.
It has a business continuity framework with a view to ensuring the Agency is able to manage disruptive
scenarios, provide contingency premises, recover key systems and maintain as far as possible the continuity of
critical operations, and resume normal business operations in a timely manner.

Ongoing Monitoring and Review 
The Agency has established processes for the ongoing monitoring and review of the effectiveness of controls which
are carried out through its three lines of-defence model which includes:

The first line, comprising the Agency's business units and corporate functions, owns the risks associated with
business activities and is primarily responsible for managing those risks on a dayto-day basis. This includes
implementing and monitoring adherence to the Agency's risk management policies and risk appetite,
conducting risk and control self-assessments, managing operational events and implementing appropriate
responses. They provide reports for the Agency's risk governance committees on its risks and controls and
operational events.
The second line comprises the Agency's Risk and Compliance functions and is independent of the first line
management and operations. The Risk function oversees compliance with risk management policies across the
Agency, provides independent review and challenge to the first line, and provides risk reports and information
to the various risk governance committees. The Compliance function and Data Protection Officer promote
compliance and personal data protection awareness through training, codes of conduct and relevant policies.
They provide compliance and personal data protection support, advice and independent challenge to first line
management and submit regular reports to the ERMC and ARC.
Internal Audit is a third line of defence, providing independent risk-based assurance to key stakeholders on the
robustness of the Agency's governance, risk management system and the design and operating effectiveness of
the internal control environment under a planned programme of work approved by the ARC. The internal
auditor provides regular reporting to the ARC on the status of the internal control environment in the context of
reviews undertaken and the status of internal audit issues raised previously.
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Procurement 
The Agency has an established Procurement Policy (published on its website) and a Procurement Procedure. The
Agency's procurement practices are in accordance with the aforementioned documents. A corporate procurement
plan, based on the template published in the Office of Government Procurement Policy framework document, is in
place and is being implemented. The corporate procurement plan is updated annually. 

The Agency's Procurement Policy and Procurement Procedure are reviewed on an ongoing basis and are updated
as required. 

Annual Review of Effectiveness 
We confirm that the National Treasury Management Agency has procedures to monitor the effectiveness of its risk
management and control procedures. The National Treasury Management Agency's monitoring and review of the
effectiveness of the system of internal control is informed by the work of the internal and external auditors, the
Audit and Risk Committee which oversees their work, and the senior management within the National Treasury
Management Agency responsible for the development and maintenance of the internal financial control framework. 

We confirm that the Agency conducted an annual review of the effectiveness of the internal controls for 2023. 

No weaknesses in internal control in respect of the Fund were identified in relation to 2023 that require disclosure
in the financial statements. 

Rachael Ingle 
Chairperson 
National Treasury Management Agency

 
30 April 2024 

Gerardine Jones
Chairperson , Audit & Risk Committee 
National Treasury Management Agency
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Comptroller and Auditor General 
Report for presentation to the House of the Oireachtas
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Comptroller and Auditor General (continued)
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Statement of Financial Position
as at 31 December 2023

9



Report of the Carbon Fund 2023

10

Fund Account
For the year ended 31 December 2023



Report of the Carbon Fund 2023

11

Notes to the Financial Statements
1. Background
The Carbon Fund was established under the Carbon Fund Act 2007 for the acquisition of Kyoto Units  and any other
such instruments or assets on behalf of the State to meet international climate change obligations under the 1992
United Nations Framework Convention on Climate Change (the "Convention"), the 1997 Kyoto Protocol to that
Convention (the "Kyoto Protocol") and future agreements to which the State becomes bound. The National
Treasury Management Agency (the “Agency”) has been designated as the purchasing agent on behalf of the State
and administers and manages purchases of Kyoto Units.

The Agency may use the following mechanisms to purchase Kyoto Units:
- direct purchase of Kyoto Units from other Kyoto Protocol parties
- direct investment in Joint Implementation and Clean Development Mechanism projects
- investment in managed funds
- direct market purchases of Kyoto Units
- or a combination of some or all of these.

Any surplus Kyoto Units held by the State at the end of the 2008-2012 commitment period can be used in a
subsequent commitment period of the Kyoto Protocol or any successor treaty. The final accounting transactions
for the first commitment period of the Kyoto Protocol (2008-2012) were carried out in 2015. The unused credits
were carried over with the intention to use them to meet Ireland's 2020 commitments under the EU Effort Sharing
Decision (“ESD”) which was part of the European Union’s 2020 Climate and Energy Package. The State’s obligations
under the ESD finished in 2020, at which point it was followed up by the Effort Sharing Regulation. This Regulation,
which was adopted in May 2018 and amended in 2023, sets out binding annual greenhouse gas emission targets for
Member States for the period 2021–2030 inclusive.

2. Basis of Preparation
The financial statements have been prepared in accordance with section 5(1)(a) of the Carbon Fund Act 2007 in a
format that was approved by the Minister for the Environment, Climate and Communications, with the consent of
the Minister for Public Expenditure, National Development Plan (NDP) Delivery and Reform. Transactions are
recognised using the cash basis of accounting as adjusted for accruals for amounts due to and from Government
entities. The reporting currency is the euro which is denoted by the symbol €. Where used, €m denotes million.

3. Accounting Policies
3.1 Carbon Fund Assets
Carbon Fund assets represent investments in the following:

Direct Holdings
Kyoto Units purchased are recorded on delivery at cost of acquisition. The cost of acquisition includes Value Added
Tax paid and payable in respect of the purchase of the Kyoto Units.

Indirect Kyoto Units
Investments in indirect units are made in managed funds. Investments in these funds are recorded at investment
cost. Such investments relate to carbon-reducing projects that may or may not produce Kyoto Units. The total
number of units, if any, will not be known until a future date when the projects are complete.

The Minister for the Environment, Climate and Communications invested €20 million in 2006 in a Multilateral
Carbon Credit Fund established by the European Bank for Reconstruction and Development. That investment does
not form part of the Fund but the units produced by projects undertaken are included herein as explained in Note 4.

3.2 Fund Account
The Fund Account records the accumulated income received or receivable from the relevant Department.
Investments are funded initially through repayable advances from the Central Fund under section 3 of the Carbon
Fund Act 2007 pending receipt of this income.

  A Kyoto Unit is defined in the Carbon Fund Act 2007 as “a unit, equivalent to one metric tonne of carbon dioxide, issued pursuant to the Kyoto
Protocol and the decisions adopted pursuant to the Convention and the Kyoto Protocol”. Kyoto Units are generally referred to as carbon credits.
The legislation allows for the disposal of Kyoto Units only with the consent of the Minister for the Environment, Climate and Communications and
the Minister for Public Expenditure, NDP Delivery and Reform and on such terms as they may specify.
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During 2022 all direct holdings were surrendered. The remaining indirect holdings have no monetary value.

The Agency administered payments on behalf of the Minister for the Environment, Climate and Communications in
respect of the World Bank Bio Carbon Fund which closed in 2021. No further units are expected to issue to Ireland
from this fund.

3.3 Foreign Currencies
All transactions in foreign currencies are translated into euro at the rates of exchange prevailing at the date of such
transactions. Unfunded commitments to non-euro investments are translated into euro using the foreign exchange
rates prevailing at the year end date.

3.4 Taxation
The income and profits of the Carbon Fund are exempt from Irish corporation tax. The purchases of Kyoto Units by
the Carbon Fund are liable to Value Added Tax as such transactions are regarded as a supply of a service, as defined
by Section 25(1) of the Value-Added Tax Consolidation Act 2010. VAT incurred is included in the cost of acquisition
of the Carbon Fund assets.

3.5 Asset Surrender/Carry Over to Next Commitment Period
Direct holdings of Kyoto units are surrendered using the first-in first-out method (FIFO) in which assets purchased
or acquired first are disposed of first at the date of surrender.

The indirect holdings fund was closed in 2021. As the assets holdings received from the Fund will be surrendered at
zero value, we have recognised this and valued the indirect holding accordingly.

4. Carbon Fund Assets

At 31 December 2023, 20,707 units (2022: 20,707) of the 701,795 units (2022: 701,795) relate to credits acquired
through investments made by the Department of the Environment, Climate and Communications prior to the
establishment of the Carbon Fund (Note 3.1). These credits have no monetary value.
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5. Disposal and derecognition of fund assets

There was no disposal or derecognition of assets during 2023. During 2022 the Carbon Fund surrendered
2,909,825 direct units and 10,088 indirect units to meet Ireland’s obligations under the EU Effort Sharing
Decision (ESD) cycle for the year 2020. No monetary proceeds were received for this credit surrender.
 

6. Operating Expenses
Operating expenses of the Carbon Fund, where incurred, are charged to the Agency’s Administration Account
and are paid out of the Central Fund. This charge in 2023 is €nil (2022: €nil).
 

7. Contingent Liabilities
The Carbon Fund had no contingent liabilities at 31 December 2023.
 

8. Events after the reporting period
No events requiring adjustment or disclosure occurred after the end of the reporting period.
 

9. Related Parties
 
(a) Minister for Public Expenditure, NDP Delivery and Reform
Under Section 3 of the Carbon Fund Act 2007, the Minister for Public Expenditure, NDP Delivery and Reform may
advance monies to the Carbon Fund from the Central Fund which are reimbursed by the Carbon Fund out of
monies made available by the Minister for the Environment, Climate and Communications.
 
(b) Minister for Environment, Climate and Communications
Under Section 2(3) of the Carbon Fund Act 2007, the Minister for the Environment, Climate and Communications
manages and controls the Carbon Fund.
 
(c) National Treasury Management Agency
Under Section 2(4) of the Carbon Fund Act 2007, the management of the Carbon Fund is delegated to the
Agency.
 
Under Section 8 of the Carbon Fund Act 2007, the Minister for Environment, Climate and Communications,
following consultation with the Minister for Public Expenditure, NDP Delivery and Reform, may give directions or
guidelines to the Agency in relation to the performance by it of the functions delegated or granted to it under the
Act.
 

10. Approval of Financial Statements
The financial statements were approved by the Agency on 30 April 2024.
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