P.Ananthanarayanan

CDM Facilitator

Sub :Efficiency in the operation of the CDM and opportunities for improvement

May 1st 2009

To
The Chair, EB, CDM 

Sub : Efficiency in the operation of the CDM and opportunities for improvement – CDM – Public call
The following  are my comments. I thank the EB for giving  the public an opportunity to contribute to the improvement of CDM.

Thanking you

Yours truly,

P.Ananthanarayanan

	S.No.
	Areas of improvements 
	Parties involved 
	Probable Cause
	Comments and additional information

	1
	Time taken for Registration :

at the shortest time by meeting the various requirements of the CDM Board.
	Project Proponent (PP) 
	Lack of understanding  on CDM Projects 

Lack of proper consultant guidance

Non-availability of DOE validators (due to pre-occupancy with other projects)  while trying to seek clarification on the NCs / CR and on documents sought

Delay in providing documents ( Some DOE validators may  be seeking a number  of documents  on the assumption such documents may be required to support their validation reports )


	EB,CDM  is keen to see that more CDM Projects are implemented in countries where less than 10 projects is submitted so far. 
Even in a country like India where the availability of skill is better and a number of Industry organizations are involved in spreading the awareness of CDM, the rate of registration is not satisfactory


	2
	Registration at the shortest time by meeting the various requirements of the CDM Board.
	Designated Operating 

Entity (DOE)
	· Time frame not defined for validation process .

· Taking more jobs than their staff strength

· Skill not sufficient to carry out validation 


	EB has already initiated moves in this direction.
Kindly refer to my letter dated 4/1/2009 addressed to The Chair, EB which is self explanatory
Sub :  Staffing – GHG Verifiers at DOEs and Expertise of GHG verifiers 

Ref : EB 44 Report – Annex 2 ( List of non-conformities – DNV)

( attached at the end of this note)
 

	2.1
	
	DOE
	· DOE s not following up PP, on submission of actions on NCs / Clarifications  sought by the DOEs.

· DOE Validators waiting for the PP to provide all documents sought during site visit before they start drafting their report

The above may be due to pre-occupation with more work on hand
	

	3
	Avoiding conflict of interest
	(Executive Board – CDM)EB
	It appears there is a conflict of interest when the DOE handles along with CDM validation jobs, also handles jobs related to VES / CCX, etc.,.


	Kindly refer to my letter dated 4/1/2009 addressed to The Chair, EB 

Sub : 1. CDM and Verified Emission Reduction (VER) scheme  – Conflict of Interest

Ref : EB 41 Report – Annx 46

2. PPs Dissent on DOE decisions 



	4
	Cost of validation is one of the major deterrents in many projects not being considered  for CDM. 

The fee includes :

Project cost

CDM Consultation cost

CDM validation fee. 
	
	
	


	4.1
	Project cost
	PP
	There is no guarantee that a project initiated as a CDM Project would ever be registered. .
	In places where national regulation does not prevent the continuation of a GHG emitting project, the PPs take a great risk while they initiate a CDM Project. For example in India a switch over from a fossil fuel boiler to biomass mass boiler would cost a PP about INR 10 million on equipments alone. 
If a project is not registered, then the PPs end up paying the costs involved for project execution without CDM support which they would have liked to avoid

	4.2
	CDM Validation fee
	DOE
	There appears to be no logic in fixing validation fee vis-à-vis the skill of DOE verifiers  and the time spent for validation related jobs. Recently in India the fee have gone up by 25 to 30% 
	It appears as a result of EB 41 Report – Annx 46, as of Dec 2008 at least India 1000+ projects (web hosted since 2005 ) would been either rejected or not moved further in the validation process. By the time the darft validation report is prepared the DOEs would have received 90% of the contracted fee. Through the above 1000+ projects , at the rate INR 0.55 million per project ( 90% of  INR 0.6 million ), the DOEs would have received about INR 550 million as fees.

( at 1 USD =  50 INR, this works out to USD 11 million.).

The above cost is  for a small scale project . For discussion purposes, even for large projects the same fee is considered which is reasonable. 


	4.3
	CDM Consultation cost


	PP
	
	The cost is almost same validation . The terms of the contracts are clear that all efforts would be taken for guidance for registration, but registration can not be guaranteed.

	5
	CDM Projects for most under developed countries
	EB
	A number of such countries where there is a good potential, CDM projects do not come for the reasons stated above. 
	It was reported a year back in one of the information available in www.unfccc.int  website that  internet exposure is not available in large parts of the globe ( more than 50% of countries with CDM project potential).

In the present global economic situation, it is difficult to expect investments in CDM Projects in these countries. 

EB should think in terms of pro-actively seeking help from international funding agencies specifically for such countries for providing support in training on CDM / getting funds 
In such projects the fee levied by consultants/ DOEs should also be guided by the EB.

	6
	PPs Dissent on DOE decisions 


	DOE
	No mechanism to resolve differences between PP and DOE on the conclusion of DOEs. 
	There are a very large number of  projects web hosted. Of these a  large % of projects have not moved to the next phase. ( No doubt some might have moved into the different phases in validation)

If EB carries out a survey among the PPs, it may find one of the main reasons for this state is that there are  differences between PP and DOE on the conclusion of DOEs 
Kindly refer to my letter dated 4/1/2009 addressed to The Chair, EB 

Sub : 1. CDM and Verified Emission Reduction (VER) scheme  – Conflict of InterestRef : EB 41 Report – Annx 46

2. PPs Dissent on DOE decisions 




	7
	EB time for various CDM related functions
	EB
	EB appears to be overloaded and may need a  re-structuring its work and functions
We note in the EB meeting reports  certain subjects which are on the agenda but could not be taken up for discussion due to lack of  time. 


	CDM Project Registration have come a long way since the Registration of the 1st Project in 2005. With the experience of Registration of over   1000+  Projects , a Registration Manual in the line of VVM may be prepared . A study may be conducted on the type of clarifications that have been sought while Registering the 1000+ projects to provide inputs for the Registration Manual. 

In the Registration process a new stage may be added   between Registration Request and Registration, which may be called 
Under  Pre-Registration Review. In this activity  a validated project may be reviewed by a DOE other than the DOE which did the validation.  The Registration manual could be one of the main guideline references for such reviews.
Such recommended projects may be reviewed on a sample basis at the EB, Secretariat before Registration or accepted for Registration.
This will spare more time for the EB for taking Policy Decisions and take action to spread CDM in most under developed countries.



	8
	To Review if any EB decisions has affected genuine CDM Projects for no fault of the PP 
	EB
	EB 41 meeting Annx   46 has indeed affected a very large number of projects. 
	Such review would not only help the affected PPs but also help Annx 1 countries in meeting their compliance to Kyoto Protocol.



	9
	Confidentiality of information provided  by parties other than PP
	EB
	Some times some individual may have some information the revelation of which may result in reversing a decision of registering a project. Now in the absence of specific guidelines from the EB, such individual do not know how to bring this to the notice of EB so that they are not exposed to the DOEs or PPs for obvious reasons. 
	I had sent a mail some time in Dec 2008 which was acknowledged by the CDM Secretariat, but I did not get any further reply.  
 

	10
	Feed back from individual stake holders and response from CDM Secretariat
	EB
	While CDM Team acknowledges the mails received by them , even after  months we never come to know whether any action was taken either through  EB meeting reports or as replies to the mails received by EB.
	It is possible EB may not agree with our views, but there must a way to inform dissent also.

In one your replies while thanking me for the feedback received, I was asked to contact through appropriate channel. 
On one hand there is no methodology defined for such feedback / communication in the CDM.

And from the data available in the CDM website, it is noted that the number of persons / organizations taking interest  and sending voluntary feed back or even where there is a call for public input  is very very small . 

If individuals are asked to come through appropriate channels, such expectation is too much to comply with in voluntary feed back environment.


	11
	Over all review of CDM  working
	EB
	Any activity planned for a long term purpose  to verify its effective implementation needs  to follow the PDCA approach ( Deming approach). This will help in identifying areas requiring improvement. By soliciting Public input  EB has commenced implementing the PDCA approach.

This must be followed by  detailed review on all aspects of CDM.
	This is similar to the way in which implementation  of standards like ISO 9000, ISO14000,etc., are periodically reviewed say once in five years and are revised. 

The experience / data available since 2005 when the 1st CDM project is sufficient for the review. May be EB has to constitute a separate and independent review committee not involved in the CDM activities.


P.Ananthanarayanan

04-01-2009

The Chair, EB, CDM, Unfccc

Dear Sir,

Sub :  Staffing – GHG Verifiers at DOEs and Expertise of GHG verifiers 

Ref : EB 44 Report – Annex 2 ( List of non-conformities – DNV)

The EB has taken action against DNV for various non-comformances observed in an audit at DNV.
The results of action on DNV raises the question of Staffing and Expertise of GHG verifiers in general with all DOEs.

Staffing – Numbers of verifiers  at DOEs

During validation, from the response to our calls  to DOEs, we find that to contact GHG Verifiers is very difficult as invariably they are on site visits. As this happens frequently, it leads to suspect that this is  because the DOEs take more jobs than they can manage with the available verifiers.

1. In view of the above, EB should seek information from the DOEs particularly for man power / expertise requirements for all registered projects publish its observation on other DOEs, as to how they fared on S.No. 1 a&b, 4a and 5c of paragraph 5, of EB44 Report/ Annx 2.( on the same points as done on DNV should be conducted. This does not call for a site audit and can be completed on desk once DOEs send their details.)  

2. Does the EB CDM has procedures to verify  the staffing of the DOEs. If yes is it that only in DNV  non-conformances ( specifically related to staffing) are noted.

3. If the DOEs are already found under staffed, then how EB would handle such a situation. Would they be permitted to continue or action will be taken as in the case of DNV

4. Has EB worked out any specific guidelines / estimation on staffing requirements of GHG verifiers vis-à-vis projects taken up for validation as per sample given below:

As per my estimation No. of mandays required is as follows : 

( Number given in the brackets is the number of days estimated based on a recent validation of my client till 1st site visit for SSC CDM project. The rest estimated) 

· Desk review of PDD ( 1 )

· Preparation of check list of CARs / CLs   ( 2) 

· Site visit – 2 visits x 2 verifiers  (4x2) + travel time ( 4) 

· Draft validation report ( 2)

· Other visits if required ( 2) + travel 

· Final validation report (2) 

· Miscellaneous – total through out  ( 2 ) 

This becomes all the more important as EB, CDM is planning for timely completion of various CDM processes.

DOE- GHG verifiers – Expertise:

I analysed the Regstration trend in the year 2008 A review of the CDM registration in 2008 reveals that:

· either Indian GHG verifiers are very strict as compared to their Chinese Counter parts, or 

· Chinese DOEs are very liberal in recommending CDM projects for Regsitrations .or 

· The DOEs in China  have sufficient GHG verifiers to meet the ever increasing number of validation requirements as against lesser number among Indian DOEs,or 

· The expertise of Chinese CDM Facilitators are so good that validation process goes through without much hastle ( it is conveyed in CDM conferences in India  that the time lag between web hosting and Registration is in the range 8 to 18 months. Whether this is applicable to  Chinese is to be verified)

All this with English as CDM working language .
Otherwise how is it that only 71 CDM projects were registered in 2008 a against 167 Chinese ( as of 1st week of Dec2008).

	Table No. 1 Comparison of CDM Project Activities in India & China as of 1st week of Dec 2008

	Carbon Credits for Regd Projects

	Year
	 
	2004
	2005
	2006
	2007
	2008
	Total


	

	Regd Projects

 
	India 
	 
	15
	124
	161
	71
	371
	India 17% more than China. But in over all China’s graph has been steadily moving up. 

 

	
	China
	 
	3
	33
	114
	167
	317


	

	CERs - Regd Projects

 
	India 
	
	7255854


	9208492
	15697733
	3431669
	35593748


	China 349% more than India 

	
	China
	-
	338016
	46051917
	45782346
	32280664
	124452943


	


India’s total registrations is more than Chinese. The comparison ends there. 

It is the trend over the years that give an indication of things that are to shape and not the total registrations There is a very clear improving trend-a whopping 235%  in Chinese registration as compared to India Registration in 2008. The Chinese growth is steady since 2005. If the trend were to continue in 2009, I shudder to think India’s position vis-s-vis Chinese in 2009. 

· If the trend is because of appropriate staffing in China, then EB should ensure that the Indian DOEs are adequately staffed before they take additional business. 

· If the trend is on account of reason of expertise, then:

To be fair to the Chinese, I do not under estimate the expertise of Chinese GHG verifiers. All GHG verifiers follow the same guidelines of EB, CDM. In such a situation such a big deviation on the registration  raises the doubts on the quality / expertise level  of Indian GHG verifiers. Hence to be fair / to look to  be fair to Indian PPs ,  EB, CDM  carry out audit of Indian / Chinese Projects to find out the root cause such higher Chinese CDM Registration.

Such a study would bring out good things among Chinese which can be of use to others,  so that it helps all CDM projects and also EB.

I believe the above study should be high on the priority list as it has effect on the overall registration of projects activities and hence the CDM benefits to the PPs. 
Thanking you,

Yours truly,

P.Ananthanarayanan

PANTECH ASSOCIATES

5/164, Guru Krupa, Garodia Nagar, Ghatkopar East, Mumbai 400 077, India
E mail : cdmguide@gmail.com
Mobile : 098205 30969


