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1. Introduction

The December 2005 COP/MOP “further guidance relating to the clean development mechanism”, allowing for “project activities under a programme of activities” to be registered as a CDM project activity, has led to a spell of calls for even further guidance relating to this decision. The main issues identified for clarification is; baseline methodologies, additionality, and what qualifies as a programme.
Programmatic CDM can be seen as an attempt to lower transaction costs, particularly for renewable energy and energy efficiency projects, which are marginalized in a CDM market dominated by high-yield, low-cost projects. It can also offer the opportunity to contribute toward public sector development goals, in terms of the implementation of policies and measures specifically aimed at achieving sustainable development, such as the greater efficiency in the use of energy, as well as the promotion of the use and access to renewable energy, by means of particular programmes. 
Whether or not the introduction of Programmatic CDM is aimed at facilitating the participation of public sector bodies, it has been identified that these bodies experience difficulty engaging in the CDM in its project-based form. Due to the inherent market based nature of the CDM, the public sector is heavily constrained in terms of its engagement with the CDM market. These constraints relate the following issues:

· Despite numerous capacity building initiatives, there is still a decided lack of capacity and understanding of the CDM, within public sector institutions.

· The financial regulation governing public sector bodies, which are in place to safeguard against corruption and mismanagement of public funds, prevents public monies for use in the CDM due to the perceived risk associated with the failure of projects.

· Public sector decision-making processes are also difficult to align with the speculative nature of the CDM market. 

· Public sector institutions are furthermore dedicated to core service delivery areas, which do not accommodate dedicated resources toward CDM project development and trading.

In order to provide an enabling environment for the public sector to take up the sustainable development opportunities offered by the programmatic CDM, it is important that the removal of these barriers be considered at both a national and international level. 

Notwithstanding these constraints, certain public bodies have moved forward in their engagement with the CDM. In order to ensure that early movement is not penalized, clarity and certainty will play a big role. As such, one of the main policy-related considerations is:  

Whether a national government is able to declare, by statement of intent, that all future regulation (mandatory or voluntary), in any sector, that brings about real and measurable emissions reductions, is enacted with view to registering the activities pursued under the proposed regulation as a CDM project activity? 
or,
Can activities pursued under regulation promulgated after 11 November 2001(mandatory or voluntary), that brings about real and measurable emissions reductions, be registered as a CDM project activity?
In this input, we aim to identify various challenges and barriers which exist to undertaking Programmatic CDM Projects. While it does not describe what form a programmatic CDM will take, it employs an example of a possible Programmatic CDM project and uses the PDD as its point of departure. The focus here is mainly on the public sector; however, the barriers and challenges identified could apply to both the public and private sector. It is assumed that the setting of a voluntary standard for low income housing is not enough to constitute a CDM project activity, but that the implementation of meeting said standard is eligible to be registered as a CDM project activity.
2. The Project Activity
In South Africa, building on the success of the Kuyasa Project, a programmatic CDM project relating to energy efficiency and renewable energy intervention in all low/middle income housing is being considered. On inspection of the PDD template, the following issues emerged. 

3. Project Participants and Location
In implementing activities under a programme, the PDD asks for names of entities participating. How does the entity filling in the PDD deal with project activities which fall under the programme, but has yet to be identified? If the PDD allows for names to be added on to the PDD post-registration, how much detail will be required (only the names of the housing developers - these can be private companies, municipalities, or NGOs, the owner of each house)? This may be a particularly salient point in terms of avoiding double counting.
If some of the activities under the programme have yet to be identified, such as future housing developments, how can the location be indicated? Finally, will the EB allow for post-registration adding on of project activities and participants? 
4. Estimated amount of emission reductions over the chosen crediting period

The PDD asks for an indication of the expected amount of emissions reductions over the chosen crediting period. How does the entity filling in the PDD indicate the estimated amount of emissions reductions if it is not known how many housing developments will ultimately intervened in, or what the impact of the programme will be? Will the EB allow for ex-post indication of the emissions reductions?
5. Baselines
The setting of sectoral baselines can be lengthy and expensive. Within the public sector, CDM is seen as speculative as the risk does exist that a proposed project could be found to be ineligible, or fail to be registered. Given this situation could a public sector body would find it difficult justify risking public monies on such an output?  

The selection of baselines also poses the question of what the regulatory environment would be in the absence of the project activity, if the project participant is the government, and it both selects the baseline as well as controlling the regulatory environment, is this seen as potential for significant conflict of interest.

The E+ and E- policies continue to create an incentive for governments to enact only voluntary emissions regulation. How will the implementation of mandatory vs. voluntary regulations/standard be treated by the EB? Is the implementation of mandatory regulation seen as forced participation in the CDM? Further, how will the answer to this question affect CER ownership?
6. Monitoring
The monitoring of a programme, such as the housing programme cited, could also be rather resource intensive and expensive, possibly losing the gains made in lowered transaction costs. Will simplified monitoring be made provision for? 
7. Leakage

Leakage could be considerable for the collective activities under a programme, and its assessment could also be a costly affair. Will simplified treatment of leakage, such as in the small-scale rules, be applicable?
8. Crediting Period

Programmes, being long-term, are likely to use a 21 year (7 years, twice renewable) crediting period. However, by their very nature, programmes are likely to shift the baseline significantly, resulting in increasingly smaller amounts of CERs in the second and third renewal as a result of the baseline being adjusted. Given the impact of the programme on the baseline, could the baseline remain unchanged for the entire 21-year period? 

9. Starting dates 

The PDD asks for indication of the starting date of the project activity. Different housing developments will have different starting dates, and thus there are different starting dates for various components of the programme. Will provision be made for a staggering of starting dates, and post registration adding on of subsequent starting dates for components of the programme?
10. Simplified Rules

There has been a call for clarification on whether small-scale simplified rules (such as bundling) could be applied to large scale project, and hence programmatic CDMs. Simplified rules for programmatic CDM are desirable, as this will also reduce the transaction and project development costs for project activities. These simplified rules if adopted and applicable, however, should balance their general resource intensiveness, their often-decentralized nature and their impact, against stringency and safeguarding the effectiveness of the system and the objective of the convention.

11. DNA Approval

It has been cited before that DNAs could maintain slack SD rules to attract CDM investment in what has been termed “the race to the bottom”. Further conflicts of interest arise when the DNA, which is a government department, has to approve a government project in terms of its contribution to sustainable development.
12. Environmental Impacts

The approval of EIAs should also be considered in terms of potential conflict of interest arising as above.
13. Stakeholder Consultation

Some housing developments are completed before it is known who will inhabit them. How will the entity filling in the PDD deal with public participation in the absence of a beneficiary community, and will allowance be made for post-registration stakeholder consultation? 
14. Conclusion
The issues raised above are not exhaustive, but clarification of them will go a long way toward giving certainty to the public sector bodies in undertaking the cited example, as well as various other project activities suited to being undertaken under a Programmatic CDM. Thereby, ensuring the ability of the CDM to contribute toward the sustainable development of host countries.
