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Overview

e Objective of the review
e Imperative for change
e Underlying drivers of current challenges

e Potential improvement actions

W@* oveee

2 ¥ ~y



Objective of the review
Imperative for change
Underlying drivers of current challenges

Potential improvement actions

W@* oveece

Ab/‘/



—

"... to recommend to the
secretariat a strategy and
measures for ensuring
that its support of CDM
and JI implementation, in
particular the CDM EB
and JISC, effectively
meets identified needs
and is commensurate
with expectations for
their future growth"

Approach taken

e Diagnostic and
recommendations

e Scope was the support
for CDM and JI

e External customer
perspective to improve

- service

- quality

- efficiency
- satisfaction

e Focus on ensuring
scalability for growth
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An independent review

e Review undertaken by an external consultancy
e McKinsey awarded contract after competitive bid

e On-site assessment, with UNFCCC and public info
sources, with EB/JISC and stakeholder interviews

e Recommendations made to secretariat last week

e Much material, which his still being digested, but
secretariat’s initial reaction is positive
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Focus on support by the secretariat

Project value stream B Main areas of review

Proiect desian Implement Issuance
) 9 Validation Approval Registration project and credits
document . e
monitor validation
PP DOE/AIE DNA SDM/EB/JISC  PP/DOE/AIE SDM

Supporting tools/guidelines

Methodologies

. Approval Revision Clarification
suggestion

PP/DOE/AIE SDM SDM SDM SDM

Process assurance

Accreditation Reaccreditation

Governance structure

CDM EBNJISC - support/process management



Two customers, differing objectives

Project participants \ / Executive Board
“Commercial focus” “Environmental focus”
* Financial viability Secretariat = Environmental
= Return on integrity

investment = Market & mechanism
* | ocal implementation credibility
= Speedy realization = Regional distribution
= Transparency = Transparency

= Stability
@
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High growth

Registration
Number of projects submitted

+20% p.a.

567 714 766

444
[ ]

2006 07 08 2009

Issuance
Number of requests for issuance

+67% p.a.

—

2006 07 08 2009

Methodology

Number of new methodologies,
revisions, clarifications

+18% p.a.

292 281

172 185
||

2006 07 08 2009

Accreditation/re-accreditation
Number of assessments’

+23% p.a.

26 29 49 3
[ 1 ——

2006 07 08 2009

1 Including witnessing, performance assessment, regular surveillance, onsite V \\)/ UNFOCE ‘

assessments (excluding desk reviews for initial and re-accreditation)

9 2 Projected based on linear regression model
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. growing challenges

Poor quality project documentation submitted

Response from the EB and the secretariat has
been more checking to “inspect-in” the quality,
to the neglect of other aspects of performance

Project documentation increasingly subject to
review, though rejection rates remain very low

Lead times are substantially higher
Frustration among market stakeholders

Considerable work and strain on secretariat staff
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Challenges have historical drivers

12

Variable interpretation and application of
standards and guidelines

Insufficient transparency of the system and
its performance

Few consequences for DOEs of poor quality in
submissions

No effective feedback loop with DOEs

No prioritisation of effort for risk or impact
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A drift from the original intent

e DOEs were to be the extended arm of the EB,
giving expertise in assessing against standards

e EB was to set rules and ensure comformity with
them, with support of the secretariat

e Board’s ability to trigger reviews was a backstop,
with most projects being registered automatically

e No single root cause

e All actors in the mechanisms have contributed to

this change in the dynamic
) UNROOL l
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Drift shifts responsibility for content
and quality from DOEs to the secretariat

14

Process
PERET S

Content Quality

responsibility / control ment

_Orlglnal DOE
intent
"Independent
verification
body, extended
l arm of thel EB"
Current i
situation DOE

Increased
workload for
secretariat due
to larger role
Tighter quality
controls
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Need to transition back to the intent

Process

Quality
responsibility / control

manage-
ment

* Secretariat can
put many of the
measures in
place to ensure
the shift, with

1. Current situation
(incremental

changes) the support
B from the EB
2. Proactive * DOE and PP
engagement collaboration
(Actions within and
secretariats control) participation
: B essential to
3. Streamline overall capture full
process potential

(Overall review with

official mandate)
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Secretariat actions need to support this

e Work more proactively with the EB and JISC to
prompt improvements in processes

e Further shifts in management and behaviour in
line with secretariat’s operational functions

e Further process improvements possible

e Secretariat practices are often dependent on
processes set by the EB/JISC
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Examples of improvements, across all
mechanisms functions

Implement performance-based accreditation, | | *
rewards and consequence management.
Enhance accreditation standards to include,

e.g., scope-specific requirements

Improve
applicability of
guidelines and
tools, e.g.,
methodology
consolidation,
segmen-tation,
simplified addi-
tionality tool,
improved VVM,
reference cases

Accreditation
process

1

|

Improve communication
internally and with the
DOEs/PPs, e.g., training,
collaborative problem solving, DOE
rs, DOE/PP hot line

Match effort to effect, moving to
risk and impact-based assess-
ment, e.g., sampling, reduce 2nd

issue check.

/

Project cycle

/

Registration

Issuance process

process

|

Methodologies

Create
transparency at
all levels (internal,
external) on cost,
quality, service,
people.
Continuous
measurement of
performance
against targets,
review dialogues
and defining
corrective actions

Clarify the role of the secretariat within the
mechanism, e.g. accreditation and meth units
create and improve standards; R&l enforce
standards and improve efficiency of process

Align organisation by splitting
process from support functions,
leveraging synergies, creating focus
and reducing variability. Create
support for improvements

Reduce duplication of
tasks, e.g. reduce checks
with a defined escalation
process (e.g. RIT, EB)




Recommended progression towards
improved system performance

1. Gradual evolution

= Scale up secretariat
organisation

* |ncrease sanctions and
incentives for DOE

* Implement tighter quality
controls

* |Improve additionality tool

Not sufficient to close current
performance gap

19

2. Proactive engagement
by secretariat

@ Secretariat to proactively
make improvements

@ Improved communication
and collaboration with
DOEs and PPs

(3) Transparency at all levels,
measuring performance
against target

@ Performance manage-
ment of DOE and experts

6 Work to improve guidelines

@ Internal effort prioritized
based on risk and impact

Preferred option, within
control of secretariat

3. Improve overall
process

= EB focusing continuously
on policy and relying on
support from the
secretariat

* Risk based assessment
for all areas, with reduced
checks

* Enhanced accreditation
standards and rules

* Rewards or consequence
management for DOE

Requires overall review and
approval and out of scope of
current assessment
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Initiatives already underway

Processes Initiatives

* Performance management of DOE/AIE to create transparency
Accreditation

_ _ = Simplified EB briefing notes to reduce workload and facilitate assessment
Registration by board members

= Enhanced completeness check to filter incomplete documentation early on

= Detailed information notes for rejected cases

IEIENTEE = Executive presentation at EB and only C cases presented
_ = Reduce lead times for new methodologies
D] - Consolidation and simplification of methodologies
= Enhanced effort on tools and guidelines improvements
* Enhanced pre-assessment to filter quality early on
* Training concepts for internal experts on accreditation standards
JI

Vw9f ovicce
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Further simplification can reduce both
reviews and load on the secretariat

Assessment of methodology design' vs. baseline review rate

Applicability of
conservative options?

High
* ~100% of projects apply
conservative options

Low
* Fewer than half of projects
apply conservative options

None

* Methodology specific base-
line calculation without
conservative options

AMS-1.D.
(lo ® ACM2
AMS-III.F.
.
ACM1 .
Y ) ®
AMS-III.D. AMS-I.C.
____________________________________________ ‘
®
ACM12
0% 50% 100%

1 Based on top four small scale and three large scale methodologies

representing 76% of projects submitted; investigation period 07.08 — 06.09
2 Conservative options: predefined baseline options and/or default values

Reviewed projects
for baseline issues
Percent of submissions

Fewer reviews
with more use
of conservative
options in
methodologies
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Transfer responsibility for quality in
project documentation back upstream

22

Stronger performance management and
feedback, to identify improvements

Concerted effort to break the current cycle
through stronger collaboration with DOEs

Proactive work with EB/JISC to improve guidance
where more clarity and specificity is needed
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Stronger performance management,
from measurement to corrective action

Set direction and context

r

* Actions and their owners
are Iogged in action sheet

L

p
* Performance is reviewed
on a regular basis

Typical questions

"What is
ppening”

—

5. Define
and track
clear
impro-
vement
actions

4. Hold
robust
performance
dialogues

_ Measure
1. Establish stakeholder
clear metrics, value
targets, and
accountability
! = Al KPls have targets
defined
Execute and ‘ e s 1
manage 2. Create ﬂljl '
performance realistic Jan__feb__Mar A
budgets = KPlIs are cascaded
and plans from business plan
3. Track
performance \
effectively p

o———" KPI are visually displayed on |
performance boards




... allows better quantified feedback and
identification of improvements

Project value stream

|| New process

Example KPIs for

Performance
Registration Issuance monitoring
p
PP DOE SDM 2) ) PP DOE SDM
— N —
Perfc_)rm_ance | o Feed back — Perfc_)rm_ance -
monitoring monitoring
N L N -
Ongoing
Accreditation performance Re-accreditation
assessments .

Accreditation value stream
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DOEs

Auto registration
rate

[% reviewed]
Completeness
check

[% incomplete]
Lead time
adherence

[% deviation from
target]

Valid appeals
[% of projects]
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Short term impacts, with more
possible over time

2. Proactive engage- 3. Improve overall
1. Gradual evolution ment by secretariat process

2 - 3 years

Estimates based
on experience

Quality (First time right) +100% +200%

Cost (Staff capacity) +30% +50%

Lead time (Registration) -50% -15%

Personnel (Staff survey) Increased Consistent high level
satisfaction of satisfaction

»
»

Time
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