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Sir,

GHG Mitigation – the main concern of Kyoto Protocol:
The Purpose of Kyoto Protocol (KP) as defined in the Article 12 is 

· 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.

· Parties not included in Annex I will benefit from project activities resulting in

certified emission reductions; and

· Parties included in Annex I may use the certified emission reductions accruing

from such project activities to contribute to compliance with part of their quantified emission limitation and reduction commitments under Article 3, as determined by the Conference of the Parties serving as the meeting of the Parties to this Protocol.  

Mitigation of GHGs, the main concern of KP and not the profitability of any project:
It is clear from the above that the KP is more concerned with mitigating GHGs. and assisting Annx 1 countries to meet their commitments and in the process help Non-annx 1 countries with incentives like carbon credits through CERs. There are no indications in any of the discussions anywhere preceding  or during the signing of the KP that the signatories of KP in general and Annx 1 countries in particular ever discussed or concerned on the profitability ( whether high or low) of projects implementing GHG mitigation with or without CER benefits.  Their main concern was to meet their commitments to agreed levels between 2008 and 2012.
Has EB conducted any study on the high profitability without CER revenues?
When such an intention of the KP is very clear , it is surprising that EB has initiated discussion for issuing guidelines on the subject of high profitability. It is possible that there may be a few industries which are highly profitable even without CER benefits.  As per published information available there are no data available on the high profitability of CDM Projects without CDM revenue. 
If  the EB team has done a study and analysis on the subject of high profitability even without CDM revenues, then it would have been better that  the same have also been published while soliciting public comments. This would help to remove subjective element (high profitability ) in such a serious discussion like this. 
There are estimates given out in a number of CDM seminars / publication , that  indicate that it will be a very costly proposition   to implement similar projects for GHG mitigation in Annx 1 countries ( as high as six to seven times the cost in non-Annx1 country). Is there any data available with EB to compare the profitably of a project without CER revenues vis-à-vis cost of implementation in Annx 1 countries.  

I am of the opinion that so long as the project activities  meet the requirements of CDM and generate GHG reduction and help the KP objectives , their  being a highly profitable organization should not be a subject of  any discussion in the CDM process. 

What is meant by “high profitability” which can be uniform for all PPs irrespective of the Host country?
As the cost of  project implementations  in developing countries are much cheaper,  it may appear that  there is high profitability. This is the general reason for a lot of out sourcing of  non-CDM business / industry to developing countries from developed countries.
Further among non-Annx 1 countries also what is profitable in one country need not be a profitable in another. Hence there can not be meaningful  comparison on profitability. 
Considering the uncertainties and the time taken for CDM registration of a  project,  I do not think  that  any PP at the time  of conceiving a project activity would ever take into account the CDM revenues . CDM revenues are only additional incentive for the contribution of the PP in GHG mitigation. Further a number of  PPs who venture into  GHG mitigating projects, they do so on their own volition. In India they implement such projects even though the National laws do not require them to do so. 
In such a situation, additional screening for categorizing  projects based on their profitability, may,   more than helping Non-annx 1 countries in going green, can lead to a negative effect . That is PPs may not be willing to establish GHG mitigation projects. This will only work against the objectives of KP. Already there is an opinion that CDM Registration is a very difficult process. The statistics on Indian CDM Projects  appears to support  this opinion.
An Analysis of Indian CDM projects as  of mid Jul 2008 is  as follows:
· No. of Registered projects – 350
· No. of Projects rejected – 35

· Total No. of projects under validation – 1208 

· No. of projects under validation and more than 1 year  
       ) 850

Since web hosting (i.e., with web hosting ending on 30/09/2007 )   
Pitfalls in deciding profitability :
It is essential that during the present discussion we must take some insight from the comments on the Draft CDM Validation and Verification Manual sent by Ms. Nandini Rao, particularly on the  requirement of  financial expertise while analying the PDDs. Similar situations can also occur in defining  the profitability of projects. 
It may appear that the points I have raised should have been thought prior to planning   guidelines on the subject. I believe that the above comments are valid ones and needs to be considered by the EB before any decision is taken on the subject.
Thanks

P.Ananthanarayanan

