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CDM recommendation form for proposed standardized baselines

(Version 01.0)

	(To be used to make a recommendation to the Board regarding a proposed standardized baseline.)

	Section 1: General Information

	Title of the proposed standardized baseline:
	Cape Verde Standardized baseline for the Power Sector

	Submitting DNA:
	Ministry of Environment, Housing and Land Management, Cape Verde

	Developer of the standardized baseline:
(Parties, project participants, international industry organizations or admitted observer organizations)
	Secretariat of the Ecowas Centre for Renewable Energy and Energy Efficiency (i.e. ECREEE)

	Party or Parties to which the standardized baseline applies:
	Republic of Cape Verde

	Sector to which the proposed standardized baseline applies:
(the sector according to the definition of sector in the “Guidelines for the establishment of sector specific standardized baselines”)
	Power

	Section 2: Recommendation on the proposed standardized baseline

	The following recommendation is made by the secretariat and/or the Meth Panel/Small scale working group: (please check)
 FORMCHECKBOX 

Approve the proposed standardized baseline; or 

 FORMCHECKBOX 

Requires further input (e.g. additional information or modification to the submitted documentation) from the DNA; or 

 FORMCHECKBOX 

Not to approve the proposed standardized baseline.

The recommendation was made, in accordance with the procedures, as follows: (please check)
 FORMCHECKBOX 

The secretariat prepared a draft recommendation and the two appointed members of a panel or working group independently assessed and agreed to the draft recommendation; or
 FORMCHECKBOX 

The secretariat prepared a draft recommendation and at least one of the two appointed members of a panel or working group disagreed with the draft recommendation or requested it to be considered by a panel or working group. The panel considered the draft recommendation and finalized it.

	A. Approve the proposed standardized baseline

	Please provide a description of any change made to the original submitted standardized baseline, if applicable.



	B. Requires further input from the DNA

	In accordance with section V and paragraph 26
 of the procedure “Development, revision, clarification and update of standardized baselines”
 , a further input on the issues listed below is required  to facilitate the consideration of your submission:
A. Issue 1: Proposed positive list of technologies 

The proposed SB recommends the following technologies as deemed automatically additional:
Table 1. Positive list of technologies

Item
Proposed Technologies
Basis of additionality

1

Solar technologies (PV or solar thermal electricity generation) up to 15 MW

Automatically additional based on the positive list defined under the “Guidelines on the demonstration of additionality of small-scale project activities” (EB68 Annex 27, paragraph 2 (a))

2

The project activity is to employ any renewable energy technology up to 5 MW of installed capacity 

Automatically additional for LDC/SIDS based on the “Guidelines on demonstrating additionality of micro-scale project activities” (EB73 Annex 13 paragraph8 (a) )

3

Wind power up to 15 MW

Based on “Barrier Analysis”  referring to “Guidelines on the demonstration of additionality of small-scale project activities” (EB68 Annex 27, paragraph 1)

4

Any renewable project technology where the project emission factor of the project activity is lower than the respective baseline emission factor and if levelised cost of project technology is higher than the respective benchmark 

Based on standardized baseline emission factor and additionality benchmarks  as derived in the submission ( and reproduced under Table 2 below) 

Table 2. Baseline emission factor and Additionality benchmarks

##

Island

Benchmark   

[CVE/kWh]

Baseline emission factor   

[tCO2e/MWh]

Santo Antão 

26.91

0.7295

São Vicente

15.26

0.5808

São Nicolau

28.25

0.74426

Sal

22.93

0.5808

Boavista

29.07

0.61509

Maio

27.20

0.72419

Santiago

17.99

0.5808

Fogo

27.02

0.75134

Brava

25.06

0.66952

The DNA is requested to clarify the  following  :
1.  Please note in the case of SB which is developed following the SB guideline, baseline and additionality component shall be applied together. In this context, it is not clear with respect to Table 4 of the proposed submission (also reproduced below)  the application of the proposed SB to large scale methodology ACM0002 or AM0103.   

Methodology\Application of this standardized baseline

Replacement of additionality demonstration

Replacement of grid emission factor

AMS.I.D.

Yes

Yes

AMS.I.F.

Yes

Yes

ACM0002

No

Yes

AM0103

No

Yes

In addition, it is also understood that each island has their own grid system and they are not interconnected while installed capacity of existing renewable energy plants/units in Cape Verde is quite below small scale limit (i.e., < 15 MW). Also the analysis in terms of additionality demonstration in the submission is related to small to medium sized renewable energy technologies (up to 15 MW installed capacity) and in the context of wind power technologies.  It is also understood from the submission that the small to medium sized renewable energy technologies are the most suitable sizes in the context of Cape Verde. Hence, in order to better understand the application of indicated large scale methodologies (ACM0002 and AM0103) versus small scale methodologies (AMS-I.D and AMS-I.F) in Cape Verde, a rational for choosing one methodology versus another should be provided. For example describe the situations in which ACM0002 /AMS-I.D will be used versus AM0103/AMS-I.F. 
Response: considering unlikely the implementation of large scale renewable projects in Cape Verde, reference to ACM0002 and AM0103 have been excluded from the proposed SB and the SB form revised accordingly.
Sal and Sao Vicente islands have been excluded from the list of islands applying SB Guidelines. In case of these two islands the SB is developed using Version 4 of the “Tool to calculate the emission factor for an electricity system”.
2. Regarding the proposed technology “Wind power up to 15 MW”   (item 3 of Table 1 above), the barrier analysis is performed to conclude that “Wind power up to 15 MW” in Cape Verde is deemed automatically additional.  However, the arguments put forward in the submission are in many cases subjective, often with no appropriate sources and/or citation and with open statements. For example it states:

 “….Financial institutions (in the region and outside) generally perceive renewable energy technologies as unreliable and lacking long-time viability.  For smaller projects (e.g. up to 15 MW) suitable to the size of Cape Verde as a country (then the small islands), it is extremely difficult to mobilise risk capital for its development such as conducting the feasibility studies, undertaking measurements on-site…”
“….the sector has still been relying on external donor funding (e.g. soft loan credit line, grants for project development from different donors) for up-front investment costs and even with the introduction of the decree law, there remains the particular difficulty of mobilising risk capital for funding the development costs of smaller scale projects (e.g. feasibility studies, measurements of resources) for a country like Cape Verde.”
“….. Although the lower fuel and operating costs for renewable power projects may make renewable energy cost-competitive on a life-cycle basis, the much higher initial capital costs can mean that renewable energy provides less installed capacity per dollar invested than conventional heavy fuel oil or diesel engine generators that are dominating Cape Verde’s power system……. Further, due to the non-existence of renewable energy technology manufacturers, all equipment need to be imported hence increasing the costs of investment. “
“...The cost of borrowing capital in Cape Verde is expensive and the longer pay-back periods required for renewable energy projects are difficult to finance.  The bank’s interest rates on loans in Cape Verde are usually higher than 7.5%.  Whereas foreign currency loans are available at lower costs, the revenues for renewable energy projects within the country will be in local currency only, so the financial institutions are unwilling to lend in foreign currency– due to the foreign exchange risk.” 
The DNA is thus requested to clarify the following:  
(a) Further explanation is needed to show that the implementation of Wind power technologies up to 15 MW in Cape Verde would not have occurred without CDM incentives due to the described barriers. It needs to be demonstrated in an objective way how the CDM alleviates each of the identified barriers to a level that the wind power technology is not prevented any more from occurring by any of the barriers. Transparent and documented evidence should be provided with conservative interpretations of this documented evidence. Anecdotal evidence can be included, but alone may not be the sufficient proof.
(b) It is not clear  how  the low value of a CDM CER is a barrier, as stated in the submission: 

“Thus, carbon market was initially envisaged as an enabling factor towards the implementation of more renewables in Cape Verde, however, the present difficult situation has made it become a barrier and unless the situation changes, it is considered that projects will find it harder to develop the CDM, especially without the approval of a simplified standardized baseline.” 

(c) In some instances, the conclusions are not based on rational analysis, as in sentences such as: “The country has little natural resources, making it very difficult to attract foreign investment in the renewable energy sector. As a result, financial barrier has been one of the most critical factors limiting the dissemination of renewable energy technologies in Cape Verde.” It is not explained why having little natural resources would lead to negative impact on investments in renewable energy resources, particularly in the case of wind power. One can argue: There is an abundant solar energy as natural resources everywhere in Cape Verde and making foreign investments attractive and hence no financial barrier exist to this category?

(d) Most investment projects face some type of barriers and it is important to evaluate whether a barrier actually prevents the investment. The evidence of presence of the barrier for conventional projects that do not prevent them to implement under similar circumstances, using reputed sources, makes them much more objective and therefore makes a strong argument that the Wind power technology in Cape Verde is additional. 
(e) The DNA may refer to the “Guidelines for objective demonstration and assessment of barriers” (EB 50, Annex 13)
 , though it is project specific, the DNA may use the principles set out in the Guideline for the purpose of objective demonstration and assessment of barriers 
(f) Please note however that as per paragraph 27 and 28 of the SB guideline (under section B- Measure 2 (Technology switch), the additionality is established based on the commercial attractiveness using cost per unit as an indicator. The paragraphs are reproduced below:
“27. Technologies that have lower greenhouse gas intensity than any of the technologies used to produce aggregately more than Ya % of the output(s) Oi of the sector and are less commercially attractive than any of these technologies, are deemed additional.

“28 Technologies are deemed less commercially attractive if their cost per unit of output is higher than that of all technologies used to produce aggregately more than Ya % of the output(s) Oi of the sector”

(g) The DNA is thus requested to further elaborate on the use of “Barrier analysis” instead of using the steps provided in the SB guideline ( i.e., paragraph 27) .   
Response: the proposed SB has been re-elaborated following the steps provided in para 26 to 28 of the SB guideline, with the exception that additionality of wind power plant up to 15 MW is demonstrated using barrier analysis. Data on cost per unit of output of wind power plant are kept confidential by the wind operators and not disclosed to the public. Therefore, we opted for barriers analysis, using capital investment cost (euro/MW) as indicator: it is shown in the revised SB form that capital investment cost of wind power plant are on average more than double than that of baseline diesel power plant (point 2.a, 2.f and 2.g above). Furthermore, unclear statements have been clarified (point 2.b above) and subjective statements that cannot be substantiated by factual evidence have been excluded from the proposed SB (point 2.c) and the SB form revised accordingly. 
3. The submission also proposed that CDM project activities applying technologies that are not included in the positive list (covered under item 1, 2 and 3 of Table 1 above)  may demonstrate additionality by exceeding the benchmarks which are established  applying paragraph  15 (b) of the guidelines i.e.,  step 2 “Establish additionality criteria for the identified measures”. This proposal on determining additionality ex post based on pre-defined benchmark is not within the scope of the SB guideline. One of the underlying principles of the guideline states “Additionality is not to be demonstrated for each individual project activity ex-post (after its formulation) but rather ex-ante for types of measure/s selected (See paragraph 5 and 14 of the SB guideline)”. 
Response: the proposed SB has been re-elaborated and additionality determined ex-ante in line with the guidelines’ requirements. The SB form has been revised accordingly.
4. It is of the opinion that once positive list of technologies covering Solar and Wind technologies are established ex ante this benchmark approach for ex post determination of additionality would not be further needed.   
Response: the proposed SB has been re-elaborated and additionality determined ex-ante in line with the guidelines’ requirements. The SB form has been revised accordingly.
5. However, if the DNA wishes to propose other positive list of renewable energy technologies ex ante on the basis of using “cost per unit output”, the following observations shall be taken into account, where applicable, for the determination of positive list.  
a. The proposal needs to consider how step-wise procedure used in the submission to determine additionality benchmark complies with the paragraphs 26-28 of the SB guideline which are reproduced below:

“ 26. The cumulative percent of output Oi, produced based on technologies is arranged in descending order of carbon intensity of the technologies.

27. Technologies that have lower greenhouse gas intensity than any of the technologies used to produce aggregately more than Ya % of the output(s) Oi of the sector and are less commercially attractive than any of these technologies, are deemed additional.

28. Technologies are deemed less commercially attractive if their cost per unit of output is higher than that of all technologies used to produce aggregately more than Ya % of the output(s) Oi of the sector, and

(a) There is no national or sub-national enforced regulation mandating the use of these technologies;

(b) The Board clarifications on the consideration of national and or sectoral policies and circumstances in baseline scenarios is taken into account. 
.. “ 

b. For example, in the case of Santo Antao, the additionality benchmark in terms of cost of generation has been determined as 26.91 CVE/kWh corresponds to the Plant “Ribeira Grande”. See tab sheet “Additionality” in the excel sheet of Santo Antao, the part of it is reproduced below.
Power plants ranked by  the cost of generation

plant 

Output over the last three years (MWh)

cost of generation (CVE/kWh)

cumulative  output (MWh)

normalized cumulitive  output, %  

Ribeira Grande

24,478.31

26.91

24,478.31

62.12%

Porto Novo

14,929.70

27.07

39,408.01

100.00%

c. However, in accordance with the paragraph 27 and 28 of the SB guideline, the technologies corresponding to the plants Porto Novo and Ribeira Grande contribute to produce in aggregate more than 80%(threshold)  of the total cumulative output (see illustration below). Hence, any project renewable technologies whose cost per unit of energy production (COE)  is higher than that of the technologies (i.e., Diesel engine) corresponding to Porto Novo and Ribeira Grande plants are considered less commercially attractive in Santo Antao and are deemed additional. 

[image: image1]
d. In addition, the proposal needs to consider how cost per unit of electricity generation is derived. It is stated as highly confidential and only the values are provided which are certified by Agency of economic regulation. Please note paragraph 19 (b) of the procedure “Development, revision, clarification and update of standardized baselines”
 that states “ Make the submitted documentation publicly available on the UNFCCC CDM website with the exception of information declared confidential and/or proprietary by the DNA. Information used to derive the standardized baseline shall not be considered proprietary or confidential“.
e. It is assumed that the calculation of unit cost for baseline technologies is determined using a specific methodology. It needs to be explained how the levelised cost of project technology would be considered comparable with the proposed benchmark where details (parameters involved, assumptions (if any)) on how the unit cost for baseline technologies were derived are not known.
f. As highlighted in the submission, renewable technologies can be cost competitive based on LCOE (discounted life cycle cost analysis) but the higher upfront cost (including transaction cost) is used as key indicator to demonstrate that it as the major barrier for implementation of renewable energy technologies as compared to conventional technologies. In this context, it needs to be confirmed whether LCOE approach would be a suitable indicator to establish positive list. 
Response: as explained above, data on cost per unit of electricity generation of wind power plants are kept confidential by the wind operators and not disclosed to the public. The ex-ante additionality demonstration on the basis of “cost per unit output” cannot be conducted, not having wind-related data to compare with the cost per unit of electricity generation provided on diesel power plants. Therefore, references to cost per unit of electricity generation of diesel power plants have been excluded from the SB and the SB form revised accordingly. 

B. Issue 2: Determination of baseline emission factor: 
1. Paragraph 29 of the “Guidelines for the establishment of sector specific standardized baseline “(SB guideline)
  states “Identify the technologies with the highest emission factors and contributing to produce in aggregate Yb% of the output Oi produced in the sector. The technology with the lowest carbon emission factor among them is the baseline technology.” The determination of baseline emission factors as shown in the calculation sheets (Tab sheet “BEF”) provided by the DNA however does not seem to comply with the paragraph. For example, in the case of Santo Antao ( see calculation table below) ,the  baseline emission factor has been determined i.e., 0.7295t CO2/MWh that corresponds  to the Plant “Porto Novo”. 
Power plants ranked by   emission factor

plant 

Output over the last three years (MWh)

Emission factor (tCO2/MWh)

cumulative  output (MWh)

normalized cumulative  output, %  

Porto Novo

14,929.70

0.7295

14,929.70

35.84%

Ribeira Grande

24,478.31

0.6504

39,408.01

94.59%

Parque Eólico ElectricWind 

2,251.71

0.0000

41,659.73

100.00%

2. However, in accordance with the paragraph 29, both the plants Porto Novo and Ribeira Grande contribute to produce in aggregate 80%(threshold)  of the total cumulative output (see illustration below). The technology with the lowest carbon emission factor among them corresponds to the plant Ribeira Grande i.e., 0.6504tCO2/MWh. Hence the baseline emission factor shall correspond to the plant Ribeira Grande and not “Porto Novo”.

[image: image2]
Response: the determination of the baseline emission factors has been corrected in line with the requirement of para 29 of the guidelines; the SB form and the calculation spreadsheets have been revised accordingly.
C. Issue 3: Calculation of cumulative plant output: 
According to the submission (with reference to excel sheets), the cumulative output is determined as the sum of the most recent three years data (2010, 2011 and 2012). In some specific cases for example in Santo Antao, Sal and Santiago, the production data of some plants are not reported for all the three years. In these cases, baseline emission factor derived based on the cumulative output (sum of the last three years) may not be representative and the average of the three years data may have to be taken. 
Response: Due to the difficulty faced to gather the missing data of Santo Antao and Santiago islands, both have been excluded from the list of islands applying SB Guidelines. In case of these two islands the SB is developed using Version 4 of the “Tool to calculate the emission factor for an electricity system”. This approach is consistent with the one used to calculate the SB of Sal and Sao Vicente.
D. Other minor issues:
The revised fuel density is not updated. See for example the case of Boavista.
Response: the fuel density is now correctly applied in the case of Boavista; the SB form and the calculation spreadsheets have been revised accordingly.


	C. Not to approve the proposed standardized baseline

	Please provide a justification for not approving the standardized baseline.



	Date of transmission to the EB:
	


- - - - -

History of the document

	Version
	Date
	Nature of revision(s)

	01.0
	23 March 2012
	Initial publication.

	Decision Class: Regulatory
Document Type: Form
Business Function: Methodology


� “If both of the selected members of the relevant panel or working group agree that the draft recommendation requires further input from the DNA, the secretariat shall notify the DNA and the proponent of the proposed standardized baseline accordingly. The DNA should submit the requested input within 28 days of the notification. If the DNA submits inputs including new data, the DNA should resubmit the assessment report referred to in paragraph 12(c) in accordance with the “Guidelines for quality assurance and quality control of data used in the establishment of standardized baselines”. If the DNA fails to provide the requested input within the deadline, the secretariat shall suspend processing the submission any further until it receives the requested input.”





� � HYPERLINK "http://cdm.unfccc.int/Reference/Procedures/index.html#meth" �http://cdm.unfccc.int/Reference/Procedures/index.html#meth�





� � HYPERLINK "http://cdm.unfccc.int/Reference/Guidclarif/meth/meth_guid38.pdf" �http://cdm.unfccc.int/Reference/Guidclarif/meth/meth_guid38.pdf�


� Available at: � HYPERLINK "http://cdm.unfccc.int/Reference/Procedures/index.html#meth" �http://cdm.unfccc.int/Reference/Procedures/index.html#meth�





� � HYPERLINK "https://cdm.unfccc.int/Reference/Guidclarif/index.html" �https://cdm.unfccc.int/Reference/Guidclarif/index.html� 
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