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Public Inputs on Programme of Activities (PoA):
Comments on issues associated with the development of the Programme of Activities as a CDM Project Activity and difficulties in the validation and submission for registration of a PoA

The Carbon Markets and Investors Association (CMIA) is a trade association representing service providers to the global carbon market. Formed to represent businesses in the services sector working to reduce carbon emissions through the market mechanisms of the UNFCCC, the CMIA represents an estimated three quarters of the transaction value in the global carbon market, which is expected to grow to $1 trillion by 2020.
SUMMARY OF ISSUES
1. Differentiation of responsibilities for Co-ordinating Entity in a PoA compared to Focal Point in non-PoA CDM, and the role of Project Participants at a CPA-level or Programme level

2. Combination of methodologies for a PoA instead of restriction to a single methodology and technology 

3. Management of potential duplication of efforts within the same project boundary, due to effective first mover advantage in securing a wide variety of potential project sites. 

4. DOE liability of the validating DOE for the erroneous inclusion of a CPA in the PoA. 

DETAILS AND SUGGESTIONS

Issues observed, and suggestions include:

1. More guidance required on differentiation of responsibilities for Co-ordinating Entity in a PoA compared to Focal Point in non-PoA CDM, and the role of Project Participants at a CPA-level or Programme level

a. “A PoA shall be proposed by the coordinating or managing entity which shall be a project participant authorized by all participating host country DNAs involved and identified in the modalities of communication as the entity which communicates with the Board, including on matters relating to the distribution of CERs” (EB 32, Annex 38, paragraph 4)

It is clear that as the Co-ordinating Entity requires the host country approval(s), it is likely to be the project developer or project owner, rather than the CER buyer in the common case that these are two separate entities. However, it is unclear if the text “including on matters relating to the distribution of CERs” means that only communications on this matter with the sole signature of the Co-ordinating Entity are permitted, precluding any possibility that such communications shall only be valid only if it is signed by the Co-ordinating Entity (likely to be the project developer or project owner), and the CER Buyer(s). It is common practice for CER Buyers to require co-signature status, or sole signature status for matters relating to the distribution of CERs; this is highly valued as a risk mitigation tool to support adherence to legal contracts signed between the legal owner of the CERs and the CER Buyer. Removal of this flexibility, which is typically granted under the Modalities of Communication, would require CER buyers to seek other forms of risk mitigation, possibly a reduction of interest in PoAs, or a lower value attributed to the CERs, or commensurately stronger commercial contracts. This is particularly the case for CER buyers with rigorous risk management requirements, which at present choose not to be involved in CDM projects where they are not able to be the Joint/Sole Focal Point.

Suggestion: Retain the flexibility of assignment of responsibility on “matters relating to the distribution of CERs” to the parties involved, as is currently practiced for non-PoA CDM.
b. “Project participants of the PoA shall make arrangements with the coordinator or managing entity, relating to communications, distribution of CERs and change of project participants2” The subscript “2” refers to “Project participants are being registered in relation to the PoA. Project participants may or may not be involved in one of the CPAs related to the PoA. The procedures for changing project participants apply” (EB 32, Annex 38, paragraph 5)
It is clear that Project participants may only be added at a Programme level and not a CPA level. However, it is unclear if the text “Project participants of the PoA shall make arrangements with the coordinator or managing entity, relating to…change of project participant” means that any Project participant who is not the Co-ordinating Entity does not have the right to veto changes in project participants, similar to the right which may be granted to project participants under the Modalities of Communication for non-PoA CDM.
Suggestion: Clarify this point in direct relation to the role of a Co-ordinating Entity with regards to communication with the Board, to the exclusion of all other project participants. Alternatively, this may be addressed in the format of the Modalities of Communication for PoA.  

2. Combination of methodologies maximises the carbon revenue generated and in many cases required to sustain community-level carbon abatement activities. However, the common interpretation of PoA rules is that there is a restriction to a single methodology and technology, which reduces the potential impact of carbon revenue, and hence the financial viability of such programmes, or the scale of such programmes 
“All CPAs of a PoA shall apply the same approved baseline and monitoring methodology, involving one type of technology or set of interrelated measures in the same type of facility/installation/land” (EB 32, Annex 38, paragraph 7)
It is unclear if this refers to:

a. Only one approved baseline and monitoring methodology may be used in a PoA 

b. More than one approved baseline and monitoring methodologies may be used in a PoA, as long as all this is kept consistent across all CPAs

The common interpretation is case (a). 
If (a) applies, then this issue is particularly relevant for small-scale methodologies. An example of this is Project 0079: “Kuyasa low-cost urban housing energy upgrade project, Khayelitsha (Cape Town; South Africa)”. This project was registered on 27th August 2005, with an estimated 6,580 metric tonnes CO2 equivalent expected per annum. This project has been regarded as an example with suitability for applicability to Programmatic concept
, as it is community-based, distributive, with high local sustainability benefits. This mergence of carbon with co-benefits, which is the mandate for PoA, is a return to the spirit and stated intentions of the CDM, as defined in Article 12 of the Kyoto Protocol “The purpose of the clean development mechanism shall be to assist Parties not included in Annex I in achieving sustainable development and in contributing to the ultimate objective of the Convention, and to assist Parties included in Annex I in achieving compliance with their quantified emission limitation and reduction commitments under Article 3”. However, this example project utilises three small-scale methodologies, AMS-I.C. ver. 5 “Thermal energy for the user”, AMS-II.C. ver. 5 “Demand-side energy efficiency programmes for specific technologies”, and AMS-II.E. ver. 5 “Energy efficiency and fuel switching measures for buildings”. While this is a single example, and a project registered early on, other observations in e.g. the sector of household biogas support programmes indicate that the limitation of one methodology for a PoA may serve to discourage the adoption of PoA, due to the potentially significant reductions in CER yield to support the implementation of such programmes.
Suggestion: Extension of PoA to include combinations of existing approved methodologies, similar to non-PoA CDM. It is possible to attempt to circumvent this issue by submitting a new methodology for combinations of existing, approved methodogies, to keep within the one-methodology limit, or to concurrently develop multiple PoAs within the same overlapping project boundary, but with different methodologies. However, the transaction costs and delays would discourage the pursuit of such alternatives. 
3. Management of potential duplication of efforts within the same project boundary, due to effective first mover advantage in securing a wide variety of potential project sites. 

“The coordinating entity of the PoA shall identify measures to ensure that all CPAs under its PoA are neither registered as an individual CDM project activity nor included in another registered PoA and that the CPA is subscribed to the PoA. These measures are to be validated and verified by DOE” (EB 32, Annex 38, paragraph 6)

It is clear that there cannot be double-counting of CPAs across registered PoAs, or other non-PoA CDM projects. However, a practical issue which has been observed is how a (potential) Co-ordinating Entity retains management of potential CPAs within the project boundary, against competing (potential) Co-ordinating Entities with overlapping project boundaries, or against project developers implementing voluntary emissions reductions projects of the same technology and methodology, but at typically lower cost and potentially greater speed, within the same project boundary. This may be a positive aspect, in that a Co-ordinating Entity is incentivized to rapidly scale-up and develop CPAs to saturation within the project boundary, and any failure on the part of one Co-ordinating Entity to implement CPAs may be taken up by another separate PoA. However, there is a risk to the Co-ordinating Entity, and to the CER owner and buyers, that the full potential of CPAs identified within the project boundary may be eroded from overlapping activities by competing interests. This is feasible given the inherent possible scale of such projects, reaching national or trans-national levels, and the in-built design of CPAs not being fully defined at the start of the PoA, as they are designed to be added in over the lifetime of the PoA. This is also encouraged by the fact that all documentary templates for registered projects are publicly available, without the mitigatory protection for the Co-ordinating Entity which are typically due to a project owner (by way of ownership of project assets, site-specific engineering licences and approvals, etc). 
On the methodological level (e.g. AMS-I.E.), leakage should be avoided by demonstrating that there is no overlap in baselines (that two projects do not claim avoided use of the same NRB). If more projects are being implemented in the same geographic region this becomes very difficult to demonstrate.
Suggestion: This point has both positive and negative aspects.. A clarification is requested, as to the preferential position, if any, within the defined project boundary for the Co-ordinating Entity of a registered PoA - will future potential project developers of PoAs and non-PoA CDM projects need to notify this Co-ordinating Entity, and is there any guidance on how such interactions, including with the local DNA(s) and other stakeholders, may be managed in a transparent manner?
4. DOE liability of the validating DOE for the erroneous inclusion of a CPA in the PoA. 

This is a key concern as it presents a significant barrier to the adoption of PoAs, due to the comparatively higher risk that DOEs are required to assume, compared to traditional CDM. The current wording for the PoA procedures for registration and issuance also requires that all existing CPAs in a PoA will be reviewed, if any one CPA is erroneously included – this introduces considerable risk into CERs from these CPAs which may already have been issued and sold, particularly as such CERs typically command a strong premium due to the low perceived risk. This therefore has the effect of eroding the commercial value of CERs from PoAs, compared to traditional CDM. 
The procedures for PoA registration and issuance also state that a CPA which is excluded shall not be re-included in any PoA, or qualify as a separate standalone CDM activity. This finality is in contrast to traditional CDM.
Suggestion: Suggestions from CMIA members include:

· Exclusion of any such liability, relying instead on the rigour of PoA procedures to successfully include CPAs and the allocation of liability to the rightful party e.g. if any erroneous inclusion is due to wilful misconduct from a project owner, then liability should be borne by the project owner. 
· The opportunity to address the issues in an erroneously included CPA, through re-validation to assess if the error may be addressed effectively

· Upon discovery of an erroneously included CPA, statistical sampling of existing CPAs in the PoA should be carried out to assess overall CPA integrity, instead of the full review of all existing CPAs.
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