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Recommendations to revise pCDM

The UNFCCC has called for comments and views on the further development of the Programmatic CDM approach (pCDM).
Energy Efficiency (EE) projects development as CDM till now have been lagging. This is due to the small, dispersed nature of end-use EE measures.

The key issues stated below if positively addressed by the UNFCCC, would enable pCDM for EE projects. 
The key issues are as follows:

	S. No
	Topic
	Views

	1
	Methodology
	· Limited numbers of methods are available for Energy Efficiency pCDM viz. AM 0046, AMS IIC, AMS IID, AMS IIE, AMS IIJ. Even if new methods are proposed for UNFCCC approval, the time taken for approval is ~ 1-2 years atleast. Proposal: UNFCCC must develop special fast-track procedures for EE meth approval.
· CPAs under pCDM can make use of existing small scale methodologies. However, using discount factors like the baseline penetration factor in AMS IIC, applicable only for pCDM and NOT for regular CDM projects is discriminatory. Proposal: Baseline penetration factor
 discounting (BPF) is not applied to CDM projects and should not be applied to pCDM projects. This is also corroborated by the existing registered CDM projects like hydro-projects say in China, which do not have to use a BPF.
· Further and in connection with energy efficiency through lighting, since we replace less energy efficient lighting appliances with energy efficient lighting appliances, the penetration of energy efficient lighting appliances is irrelevant. Propose to remove the baseline penetration factor 
· EE measures, are widely dispersed and hence a large number of installations must be implemented to generate substantial GHG reductions. The projects thus carry a high transaction cost of monitoring. Proposal: to cover the high monitoring costs under pCDM, the limits of 60 GWh for small scale in the case of EE projects should be enhanced to 120 GWh. 
· Monitoring of EE measures requires sampling
. However UNFCCC sampling confidence level requirements contradict at varying places. As per UNFCCC guidelines only 1 sigma confidence is desired.  1 sigma is equivalent to ~ 67 %.

“Wherever a statistical sample is proposed for monitoring, the sample should be representative of the population and should have a minimum level of confidence of one times the standard deviation (one sigma), unless detailed specifications are provided as part of the indicated methodology.” EB 35, Annex 35, 12( e) 
AMS IIJ requires 90% confidence level whereas AMS IIC is silent on this aspect thereby implying just 67% confidence level. Proposal: Contradictions in UNFCCC norms for monitoring and sampling be corrected and made uniform.

	2
	Validation
	· pCDM is heralded to lower validation transaction cost for developers. In practice, DOEs are not taking up pCDM validation due to ambiguous liability clauses in UNFCCC pCDM procedures. Proposal: UNFCCC pCDM procedures to be amended to address DOE apprehensions on taking up pCDM.
· In light of new knowledge updates, existing registered projects are not reviewed by UNFCCC. However, CPAs registered under pCDM projects can be reviewed anytime by the UNFCCC. Proposal: UNFCCC procedure on for review of registered CPAs to be removed. 
· UNFCCC pCDM procedures state that each time the applied meth changes, re-validation of registered PoA has to take place. This places an additional costs on the PoA managing entity for validating the changes and also may lead to monitoring changes on the ground. Proposal: If a meth changes then new CPAs under the PoA should be allowed to use the registered PoA meth till PoA lifetime OR From the date of meth revision, atleast 2 years be allowed for PoA re-validation. Till then new CPAs be allowed to be registered under the existing PoA.

	3
	Creation of DOE monopoly

	· pCDM is supposed to reduce costs, but the UNFCCC pCDM procedures requires exclusive use of only one DOE to perform PoA and CPA validation or verification. Proposal: to prevent monopolistic tendency amongst DOEs, the current single DOE requirement should be amended.

	4
	De-bundling Criteria for PoA
	· Existing de-bundling norms for pCDM state distance in-between two CPAs boundary should be atleast 1 km. However, on the ground monitoring EE activities may not be possible to such an extent. Proposal: to enable EE activities, de-bundling requirement of atleast 1 km should be dropped for EE PoAs. 

	5
	Additionality

	· Many countries are toying with bringing in mandatory norms for promoting EE in times of high energy prices. However, mandatory implies projects are no longer eligible for CDM benefit. Proposal: Just like baseline norms for mandatory measures (refer EB 16, 22), UNFCCC should specify clear norms for establishing additionality of mandatory measures .


� Baseline penetration is applied to mimic  additionality. Since in POA baseline penetration is achieved with the help of CER income and hence the baseline penetration discount should not be used since the primarry barrier still exists i.e. additionality. The primary purpose of POA is to accelerate penetration of EE equipment.


� The stringency in sampling requirements from 1 sigma to 3 sigma for dispersed EE equipments increases the transaction costs for EE penetration as opposed to the primary aim of POA which is to decrease the transaction costs. As may be seen, the difficulties in keeping track of a large say average 5 million records for the duration of crediting period and subsequent intrusion into private homes of EE adopters by conducting surveys of the sample group. These should be reduced to the minimum and consistent with other measures.


� The validators are now subjected to high risks in POA and hence either they cover their risks by insurance and pass on the costs to the validation services of POA or they do not want to enter into POA area. Either way it is a loss-loss proposal, directly leading to higher transaction costs, thereby defeating the very purpose of POA.


� Several countries are weary of enacting legislation on mandatory energy consumption standards. The tool for baseline and additionality and the combined tools are not very clear. The clarification on the combined tool will pave way for industrializing countries to go ahead with such MEPS.





