Submission on Programs of Activities

Costa Rica, Nicaragua and Dominican Republic

1. Mandate

In the COP/MOP 1 decision containing Further Guidance Relating to the CDM, paragraph 20 states:

“A local/regional/national policy or standard cannot be considered as a clean development mechanism project activity, but project activities under a program of activities can be registered as a single clean development mechanism project activity provided that approved baseline and monitoring methodologies are used that, inter alia, define the appropriate boundary, avoid double-counting and account for leakage, ensuring that the emission reductions are real, measurable and verifiable, and additional to any that would occur in the absence of the project activity.”

The Executive Board has made a public call for inputs on definition of policy and program of activities for consideration at its twenty-fifth meeting.  Costa Rica, Nicaragua and Dominican Republic welcome this opportunity to provide views and submit the following consolidated inputs.  
2. Program of activities

A CDM program of activities could be defined as one in which “emission reductions are achieved by multiple verifiable activities executed over time as a direct response to a government measure or private sector initiative”. Programs typically result in a multitude of GHG reducing activities in multiple sites over the life of the program. The sites could be located within one region or one country, depending on the design of the program. A program is implemented by a public sector entity, an NGO, a private company, etc.  

The two most important distinguishing characteristics of a program are:

1. The entity running the program does not usually achieve the GHG reductions on its own, but rather the entity provides the incentive or necessary structure for others (end-users) to achieve the reductions. 

2. In setting up the program, the entity running the program does not know with certainty what level of reductions will be achieved. The maximum number of reductions can and should be estimated for purposes of the PDD and registration, but issuance of the CERs cannot take place until the actual reductions have been monitored and verified, and the reductions can be attributed to the program.  

3. Examples of CDM programs 
There are many possibilities to effectively reduce GHG reductions through a program of activities:

· A municipal program to replace inefficient  public or residential lighting systems with more efficient lighting;

· A labeling program to increase the efficiency performance of household appliances;

· A soft loan program set up by a public utility and accessible to those who purchase and install solar water heaters, displacing electric water heaters; 

· An NGO or government agency that sets up a national incentive scheme for reforestation of Kyoto lands, with payments granted to landowners who reforest under stipulated and monitored conditions;

· A program to promote the replacement of inefficient wood stoves with
more efficient wood or renewable fuel stoves, in order to diminish
deforestation rates and improve public health;

· A program to disseminate biofuels for vehicles lowering the dependence on vehicular fossil fuel.

In all cases, the entity running the program puts the program in place, and the GHG reducing actions are achieved by the end users (households/landowners/vehicles, etc) that purchase the more efficient light bulbs/appliances/solar water heaters, that reforest, change their stoves or change the fuel in their vehicles over a period of time as a result of the program. The level of GHG reductions will only be known once the equipment is installed and functioning, or the trees planted and growing, and CERs are not issued until verification has taken place.  

4. Reach of programs
It is well known that the large economies in the developing world have attracted most of the CDM investment and that the current CDM portfolio follows the same trends of foreign direct investment. This submission does not intend to analyze all the barriers faced by small countries in accessing the CDM. Rather, we would like to highlight the very evident fact that the GHG reducing activities that are most relevant to less developed economies have not been reached by the CDM.   Activities such as those listed above would decidedly contribute to the decarbonization of growth in small economies. And yet, while key to the quality of health and the sustainability of development of the less developed countries, this type of projects has not accessed the CDM because the projects would necessarily be dispersed and occur over a period of time, not all at once. They have high transaction costs and low credit flows, and need an organizing program in order to occur.  
We therefore welcome the inclusion of programs in the CDM, as it broadens the access to the CDM.  The structure of programs can allow the CDM to reach out to households, small enterprises and the transportation sector, all of which are currently underrepresented in the CDM due to their dispersed nature and high transaction costs.  Furthermore, programs of activities allow small nation states (that do not have large single site sources of emissions) to participate in an important way in the CDM. In brief, programs of activities can help to “democratize” the CDM. 
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