Submission by Brazilian DNA: Call for inputs on efficiency in the operation of the CDM and opportunities for improvement
The Board, at its forty-sixth meeting, approved the terms of reference for work on the strategic CDM improvements referred to in decision 2/CMP.4, as contained in annex 64 to this report, in order to enable the Board to submit its recommendation to CMP5.

In this regard, the Board agreed to launch a public call for inputs on efficiency in the operation of the CDM and opportunities for improvement, and requested the secretariat to ensure that this be brought to the attention of a wide range of CDM stakeholders, including through the DNA Forum.
Considering this context, the Brazilian DNA welcomes the opportunity to provide its views on efficiency in the operation of the CDM and opportunities for improvement.

In the Brazilian point of view, CDM is a success and it has created an innovative tool for the implementation of Kyoto Protocol. It is evolving with experience and it has a huge potential to continue contributing to sustainable development as well as to the ultimate objective of UNFCCC. Although currently there is an unbalanced regional distribution of CDM projects, there is uncontested consensus and support for the CDM among all developing countries.

Given that CDM is a relatively new mechanism, efficiency in the operation of the CDM and opportunities for improvement must be faced heedfully. Instead of including or promoting deep changes in CDM it is more important to consolidate the existing rules. Based on this, Brazil believes that it is possible to make CDM more efficient as well as to enhance the Mechanism taking in to account the current way to do this: discussing further guidance relating to the CDM during the Conferences of the Parties serving as the meeting of the Parties to the Kyoto Protocol (CMPs), ensuring, at the same time, the efficient, cost-effective and transparent implementation of the elements contained in the Guidance.

The status quo should be maintained, removing some existing barriers and enhancing other elements.
Pillars of the mechanism such as reliable project boundary, monitoring, permanence, measurement, scale and additionality shall be maintained and it should guide all the discussion on efficiency in the operation of the CDM and opportunities for improvement.
According to Article 12.5 (b) of Kyoto Protocol, emission reductions shall be certified on the basis of real, measurable, and long-term benefits related to the mitigation of climate change. None of presumed elements to be proposed to improve or enhance CDM could bring elements that could jeopardize the environmental integrity of Kyoto Protocol that is guaranteed by these three elements.
Based on that principle, the Brazilian DNA would like to suggest the following elements on efficiency in the operation of the CDM and opportunities for improvement:

Assess additionality through the development of positive lists of project activity types

Brazil is in favor of a positive list that would contain project activity types for which virtually all potential project activities would be additional. To ensure environmental integrity of Kyoto Protocol, this list would need to be reviewed periodically to ensure that virtually all registered project activities are really additional.

Brazil is open to discuss criteria based on the primary technology employed in the project activity as well as the scale of the project activity.

Some types of technologies would be natural candidates like solar and wind power systems and small hydro power plants (for instance with capacity lower than 5 MW). These types of technologies are clearly additional all over the world and shall be encouraged.

Enhance, stimulate and consolidate A/R project activities
Brazil believes that the eligibility of LULUCF activities under the Clean Development Mechanism (CDM) for the first commitment period shall be maintained thereafter.

There is uncontested consensus and support for the A/R project activities under CDM among all developing countries. These activities play an important role to climate change mitigation. The current modalities and procedures were agreed after long and hard negotiations and it is the time to develop projects under these existing rules to test its efficiency in terms of achieving emission reductions based on real, measurable and long term benefits related to the mitigation of climate change. In Brazilian point of view, it is not time to spend efforts in order to negotiate the development of modalities and procedures for new activities. Instead of include new LULUCF activities in CDM it is more important to consolidate the A/R activities under the existing rules that were developed in order to guarantee the environmental integrity of Kyoto Protocol. Unless transaction costs are reduced, it is unlikely that the A/R activities will contribute to the mitigation of climate change. This is the more relevant barrier to be removed in order to develop A/R project activities under CDM.

With only 3 A/R CDM project activities registered at the CDM Executive Board, efforts are needed to develop institutional and technical capacity of national governments and private sector to formulate and carry out these activities.
In the Brazilian point of view, including planted forests in exhaustion as A/R CDM project activities is one of the means to enhance and stimulate this type of project activity. It is need to develop a structured discussion on technical, methodological and legal issues regarding this action. The Brazilian DNA regrets that there is no outcome on paragraph 42 of Decision 2/CMP.4 (Further guidance relating to the CDM).
In conclusion, the eligibility of land use, land-use change and forestry project activities under the Clean Development Mechanism should continue limited to afforestation and reforestation and means to enhance and streamline their implementation should be addressed.
Enhance, stimulate and consolidate Programme of Activities (PoAs)
Currently, there are some proposals to include sectoral crediting of emission reductions in CDM.
In the Brazilian point of view, instead of include sectoral crediting of emission reductions in CDM it is more important to consolidate the programme of activities (PoA) under the existing rules.

With only 8 CDM-PoAs under validation at the CDM pipeline, efforts are needed to develop institutional and technical capacity of national governments and private sector to formulate and carry out Programme of Activities (PoAs). Means to enhance and streamline their implementation should be addressed.
Improve access to clean development mechanism project activities by specified host Parties
Brazil believes that it’s possible to improve access to CDM by specified host Parties through CMP Decisions. Actually, this is already taking place: Decision 29/CMP.1 (Capacity-building relating to the implementation of the Kyoto Protocol in developing countries); Decision 1/CMP.2 (Further guidance relating to the CDM), paragraphs 31-42 (Regional distribution and capacity-building); Decision 2/CMP.3 (Further guidance relating to the CDM), paragraphs 26-42 (Regional distribution and capacity-building,) and, recently, Decision 2/CMP.4 (Further guidance relating to the CDM), paragraphs 48-63 (Regional and subregional distribution and capacity-building).
In this regard, the Conference of the Parties serving as the meeting of the Parties to the Kyoto Protocol, through paragraph 53 of Decision -/CMP.4 (Further guidance relating to the CDM), requests the Executive Board to develop, in consultation with designated national entities, ways to streamline the process relating to clean development mechanism project activities in countries hosting fewer than 10 registered clean development mechanism project activities, especially in the least developed countries, small island developing States and Africa, without compromising environmental integrity.
Considering that some developing countries already developed a significant governmental structure to analyze statements on projects that result in emission reduction and that are considered eligible to the Clean Development Mechanism (CDM), as well as to define eligibility criteria pursuant to national sustainable development strategies, there is an enormous scope for intense South-South cooperation in this area.
In order to avoid duplication of efforts, the improvement access to clean development mechanism project activities by specified host Parties should be considered under the Nairobi Framework.

