Dear members of the CDM Executive Board,

In response to the invitation for public comments on the Proposal for an enhanced barrier test (EBT) for project activities that have a potentially high profitability without CER revenues, I am obliged to submit the following comments for the Board’s consideration.
General Observation:

Adoption of this test/tool is indicating or providing an impression to the external world that projects without investment barrier would not be registered as CDM projects.

I am of the opinion similar to that of the EB 22 Annex 3 decision on NATIONAL AND/OR SECTORAL POLICIES this proposal also can be a clarification document to remove the unnecessary fear in the minds of the project participants.
Task 1: How to identify the category of project activities to which this concern might be potentially applicable?
CDM – EB can entrust the PP/DOE to undertake an investment analysis for all the projects which are requesting for registration barring projects submitted from the below Under Developed Countries /Least Developed Countries , projects employing Energy efficiency methodologies and also projects falls under the Renewable energy category (in particular wind, hydro, geothermal etc) .

Prepare a comparative chart on the number of projects which are having a return on investment (IRR) more than double the prevalent benchmark returns (IRR) in the host country for an investment in the sector.

List down all identified projects based on the analysis done as above; publish the results of the same in the public domain.
In general any project that cannot apply a simple cost analysis method in the additionality tool should under take these tests.

Green field waste to energy projects and cement blending, biomass power (depends mainly on the local policies on tariff),fuel switch projects can be classified under this category.
Task 2: Screening of project activities from the list

Demonstrate that the project activity is a first-of-its-kind in the relevant region or country Concerned; exclude project activities registered with CDM until technology penetration is less than 20%
, once the implementation exceeds the 20% value it should be classified that the project is no longer a first of its kind in the region ,until 20% penetration the CDM- EB may consider an option similar to the national policies consideration, i.e. all the installation happened after 2001 or Feb. 2005 are only happening because of the CDM.  
Demonstrate that at least one barrier cannot be directly alleviated or otherwise affected by the potentially higher financial revenues of the project activity but will be alleviated by the CDM; - The methodology panel can create a set of barrier matrix to help the PP by providing them with list of various barriers that PP can encounter other than the investment barrier like the technology, management , operational, institutional, market etc , provide a guidance on what sort of documents is required by the RIT/EB to support barriers claimed as listed by the panel. So then for each type of barriers provide list of three different set of document requirements and rank them starting from low to high in terms of the influence of the document.  
Explain and support with credible independent evidence that bank loans, other debt or equity financing could only be obtained after the benefits of the CDM were taken into account. Credible verifiable balance sheets and bank statements and sectoral financial information may help to support claims on limited access to capital in the sector. This is again leaning towards the investment issues and more over getting a statement from bank like a credit appraisal notes etc are confidential and will not be provided to the PP, under such circumstances does a letter from bank stating that the disbursement /allotment of loan for the project is issued based on the CDM consideration would suffice the requirement.
Task 3: How to implement this guidance?
In the Additionality tool (AT) remove the option’s of selecting one among the step 2 or step 3 to prove additionality, instead propose adoption of both the steps and the projects which fail to qualify as additional under step 2 and have a IRR twice than the benchmark should be pushed to adopt the enhanced barrier test (EBT) for project activities that have a potentially high profitability without CER revenues.

Add this guidance as an addendum to the existing additionality tool and clearly instruct under what condition this EBT needs to be followed by PP.

Once the outcomes of the public comments on selection of sectors are available then add those sectors as annex in the EBT document.
Even if the results are greater than the benchmark by two times the projects coming from the following are to be excluded from undertaking the EBT test, the projects that are to be exempted are as follows renewable energy projects, energy efficiency projects and project submitted LDC, UDC and African region.
Thanking you for your consideration

Sincerely yours,

A.K.Perumal
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perumal.arumugam@gmail.com 
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