General comment on the initiative

The current additionality criterion includes a “common practice barrier analysis” which tests whether the prospective CDM project constitutes the common practice in the corresponding host country. With this in mind, the inclusion of an additional barrier to highly profitable projects would be unnecessary to screen out non-additional projects and would rather restrict the potential benefits of the CDM rather than enhance its environmental integrity because:
· Highly profitable projects that would occur anyway and therefore would not be additional would inevitably become the common practice in the host country and therefore would be screened out by the “common practice” barrier present in the existing additionality tools.

· Highly profitable projects that despite their high profitability prospects face significant barriers and therefore do not constitute the common practice in the corresponding host countries are truly additional projects, since they reduce GHG emission below to those that would have taken place in the absence of the registered project activity. These projects should quality as CDM projects.
Imposing additional barriers to projects that appear to be very attractive from a financial perspective tend to exclude these projects from the CDM, even if they do not correspond to the common practice in the corresponding host countries. According to the Marrakesh Accords, this is clearly not in line with the CDM principles, which ultimately purse the clean (sustainable) development of non-Annex 1 countries. If a highly profitable project is not common practice in a host country, it is a clear indication that this project faces barriers that are not entirely overcome by its high profitability. These barriers are not always easy to describe and / or demonstrate in developing countries. In addition, it must be also noted that a high profitability ex-ante always implies a certain degree of uncertainty, particularly in developing countries. The CDM brings additional incentives to these projects (financial, environmental, reputational, etc) that will be eliminated if additional barriers are levied to screen out these kinds of projects. This will restrict the benefit potential of the CDM as a clean development tool for developing countries rather than enhance its environmental integrity.
Comment on the types of project categories to which the new barriers should be applied
In the event that a tighter barrier analysis was imposed to highly profitable projects, this additional barrier should not be applied to project categories that clearly contribute to the sustainable development of the corresponding host country. This applies for example to project categories such as energy efficiency and all sorts of renewable (carbon neutral) energy generation. Considering the current world energy demand growth rate figures observed in the last years, it is not reasonable to reduce or restrict the incentives to these types of project categories. Bio-power generation in OECD (developed) countries account on average to a mere 2% of the total power mix. This figure already considers -in many cases- incentives provided by the local governments to these kind of power generating technologies. Since these incentives are not always present in non-Annex 1 countries, it does not seem reasonable to restrict the potential benefit of the CDM to these kinds of projects in developing countries. As mentioned before, this does not seem to go in the lines of the CDM principles.
Suggestion on the screening criteria to apply the enhanced barrier analysis
In the event that a tighter barrier analysis was imposed to highly profitable projects, it should be considered the circumstances under which the prospective highly profitable CDM project is taking place. Usually highly profitable projects in developing countries are not carried out simply because they do not belong to the core business of the company that has the option to implement the project. In the unfortunate event that an enhanced barrier test is established for these types of projects, it should not be applied for projects that do not correspond to the core business of the owning company.
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