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TERI’s response to the UNFCCC call for inputs on “Efficiency in the operation of the CDM and opportunities for improvement”

I. On introduction of Fast Track CDM for project registration

As per CDM pipeline analysis published (May 2009) by UNEP Risoe, 62% of the projects in the pipeline are at validation stage. The continuous growth in the number of Clean Development Mechanism (CDM) projects in the pipeline is one of the factors affecting the registration rate. Other reasons for the delay are time-consuming approval procedures by the EB and its Meth Panel, delays at validation stage, difficulties in getting host country approval and upfront finance requirement for paying out the registration fees. As a result, small projects with much desired high sustainable development co-benefits also get delayed. So, it is proposed to consider prioritizing of such projects.

“A fast track CDM” should be introduced to facilitate quicker registration of such projects and hence encourage more number of projects with sustainable development co-benefits. This approach will certainly help in promoting co-benefits in CDM Projects. To make this process efficient it is further suggested to have a dedicated entity within the Executive Board (EB) to facilitate the fast track CDM.

1. Possible criterion for eligibility of Projects under fast track CDM of project registration

A further suggestion for laying down criteria of differentiation can be:  

· The creation of “a positive list”:  The positive list shall include projects which have inherent co-benefits for example decentralized renewable energy projects, energy efficiency in buildings etc.

· Ensuring sustainable development co-benefits: The projects may be differentiated based on criterion such as community benefits, poverty alleviation, employment generation and social benefits etc. However, such criterion may be made specific by including suitable indicators to promote transparency. 

· Involving Technology Transfer: projects involving sharing of first of its kind technologies and transfer of state of the art technologies

2. Ascertaining the eligibility of Projects

To ascertain the eligibility of a project for fast track CDM it is further suggested that DNAs should take a lead role in recommending as to which project(s) should go for Fast Track registration process. The DNAs shall be responsible for recommending only those projects that meet the criteria to avoid discrepancy at a later stage. This will ensure that DNAs recommend projects that clearly meet the criteria, which may be debated and agreed upon by the parties to the protocol.

3. Differential Treatment for such Projects

The Project Proponent may express interest to respective DNAs for the project to be considered under fast track CDM. The DNA may recommend the project for fast track CDM if it meets the criterion. The project in the fast track mode will then undergo a simpler and faster process, for example projects under positive list or with high sustainable development co-benefits may not require additionality, may be exempt from registration fee and/or may have expedited timelines. Such provisions may be debated and agreed upon by the parties to the protocol.

II. On development of standardized, multi-project baselines

It is perceived that creation of multi-project baselines may not result in uniform incentive for all the entities involved. At times, there might be huge variance in terms of both size and type of an industrial plant. In such a case single baseline will not be able to capture the inherent variation. In case of Small and Medium Enterprises (SMEs) with low efficiency levels, a standardized baseline will be much higher a benchmark to achieve, as they will be receiving carbon revenue (if any) only for the emissions reductions beyond the baseline. Hence, irrespective of efforts and high marginal cost incurred to improve their performance indicators, the project entities will not be rewarded. In this way even the presence of an efficient market will prove unattractive to such entities. 

The methodological setup of such baselines also seems debatable as how the scope of such “multi-project” groups will be defined. 

