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1. Additionality

Project has togenerate emission reductions that are
additiond to any that would have occurred in the absence
of the project activity”

/
Timing: is the project operational yet?

Greenhouse gas (GHG) additionality: does the project result in net GHG reductions compared
to the baseline?

Financial additionality: is the project financially viable without the CERs?

Market barriers. In absence of CDM, do technological, regulatory, market barriers rule out the
project?

Common practice: is the project common practice in the industry/country?




Additionality Test e



2. Crediting Period ICF

It defines the period over which emission reductions from project
Implementation can be claimed

During the crediting period the defined emission baseline must not be
adjusted or revised (baseline=fixed)

The crediting period could be different from the project lifetime

. Two options:
. 7 years, which may be renewed up to two times; or
. 10 years with no option for renewal.

Optiona  more years but need to reconsider baseline and
methodology; it is uncertain ‘if’ and ‘how many’ emission reductions
can be claimed after baseline adjustment
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3. Project Boundary — Definition

* Delineate a line around the project activity, within which the
project’s impact (in terms of GHG emission reductions) will be
assessed

» Reflects:
— Physical/geographical location  of the project activities, and

— Sources and gases associated with all activities included in the project
calculations
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3. Project Boundary — Application and Materiality

 Activities and GHG emissions in the project boundary
should be:
— In emission baseline and baseline calculations; and
— Monitored once the project is operational

* Which emission sources should we gquantify?

— ‘Under control of’ the project developer: that can be controlled or
influenced by the project participants

— are ‘Significant’ (e.g. greater than 1% of total emissions)

— ‘Reasonably attributable’ to the project activity: from a geographic
and activity point of view.

The definitions of “significant” and “reasonably attributable” have
yet to be finalized by the CDM EB. In the interim, proponents
should explain their interpretation of the terms.
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3. Project boundary — lllustration 1
Example I: wind power project

Energy source
(wind)

Construction of
access roads,
foundations, Electricity to
substation, ' the grid
transmission
lines

Transmission and
distribution of
power.

Transport of
project equipment
materials

Construction of
project equipment.




3. Project boundary — lllustration 2
Example II: landfill

Waste production
(households,
industry etc)

Waste collection,

[ | sorting, transportation
and waste management

—Il—> Landfill .

v
Landfill gas —
production  [N\a| Fugitive
e = 3 s o o el / emissions
Landfill gas _
/ collection Flaring
Electricity On site use ¢ .
generation > electricity
¢ produced on-site I
Electricity .
to grid I

End use
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3. Project Boundary — Emission Categories

GHG emissions are classified as direct/indirect and onsite/off-site :

- Direct on-site emissions : emissions at the project site that are directly
related to the main output of the project activity
— e.g., emissions associated with fuel consumption by a boiler on-site

- Direct off-site emissions : emissions do not occur at the project site,
but are directly influenced by the project activity
— e.g., emissions associated consumption of grid electricity

* Indirect On-site  — emissions related to activities that occur at the project
site but are only indirectly influenced by the project activity
— e.g., flooding a site for hydroelectric generation

 Indirect off-site emissions : emissions related to activities that do not
occur at the project site and are only indirectly influenced by the project
activity
— e.g., construction of the project materials
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4. Baseline — Definition and Purpose

« What is a baseline?

— The scenario that reasonably represents the anthropogenic emissions (i.e.
emissions caused by human activities) by sources of greenhouse gases
(GHG) that would occur in the absence of the propos  ed project activity

— Counterfactual and hypothetical — an assumption of the scenario in absence
of the project during the crediting period

* What is the purpose of developing a baseline?

— Demonstrate that project emissions are below baseline emissions (i.e.
emissions would have been higher in absence of the project)

— Fundamental for determining additionality of a project
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4. Baseline — Approved vs. New Methodology ™™

« Check the approved methodologies first!

— Use an approved methodology if there is one applicable to your
projects
« Approved methodologies can be found at:
http://cdm.unfccc.int/methodologies/PAmethodologies/approved.html

— Approved methodologies identify scope issues and leakage issues

that must be examined and minimize amount of work to be done
developing PDD

— Propose a new methodology if no approved methodologies are
applicable

» Check with the host country whether there is a preference for applying

a specific baseline methodology or whether a predefined baseline
exists for that particular country.



Sample OIil & Gas Sector Methodologies

« ACMOO0Q09 - Consolidated Baseline Methodology for Fuel
Switching From Coal or Petroleum Fuel to Natural Ga s

 AMO0014 - Natural Gas-based Package Cogeneration

* AMO0O023 version 01 - Leak Reduction From Natural Gas Pipeline
Compressor or Gate Stations

« AMOO037 - Flare Reduction and Gas Utilization at Oil and Gas
Processing Facilities

« AMO0043 - Leak Reduction From a Natural Gas Distribution Grid
by Replacing Old Cast Iron Pipes with Polyethylene Pipes

NNNNNNNNNNNNN



4. Baseline - Approach

=

Three approaches for developing the baseline:

Use existing, actual or historical GHG emissions  , as applicable

Use GHG emissions from a technology that represents an
economically attractive course of action , taking into account the
barriers investment

Use the average emissions of similar activities undertaken in the
previous 5 years, in similar social, economic, environmental and
technological circumstances, and whose performance is of the top
20 percent of their category.

Baseline should be:
Presented in a transparent and conservative manner
Justified (i.e. explain why the approach was selected)
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4. Baseline - Example

Example: Apply approach 1 — based on historical data

For replacing grid electricity with an on-site gas-fired generator:

Step 1: Determine the period in which the historical data is used in the
baseline; e.g., the past 3 years

Step 2: Determine the emission intensity in the baseline; e.g. use the
emission intensity of the grid electricity generation

Step 3: Assess emission factors for each of the past three years; e.g.,
0.91, 0.93, 0.95 tonnes CO,e/Mwh

Step 4: Calculate the average emission factor; e.g., 0.93 tonnes
CO,e/MWh

Step 5: Apply the average emission factor to the generation of the
proposed gas-fired generator (e.g. 800,000 MWh) and calculate the
baseline emissions; e.g. 744,000 tonnes CO,e
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5. Leakage ICF

What is leakage?

— Net change of emissions of greenhouse gases (GHG) which occurs outside the
project boundary , and which is measurable and attributable to the CDM project
activity

— Difficult to identify/control

* Does it need to be included in the project scenario?

— Yes, ifitis significant , it should be assessed, calculated, taken into account in
monitoring plan

«  Examples:

— Activity shifting - Biomass electricity plant displaces electricity from diesel generators.
However, the diesel generators are sold to other communities who then start producing
emissions by using the displaced generators

— Market effect - Wind farm: energy prices are reduced due to the addition of the wind
power project, which results in higher consumption of electricity by end-users
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6. Evaluate Emission Reductions

Net emission reductions =
Baseline — Project Emissions — Leakage

e Baseline emissions: emissions of business as usual scenario
* Project emissions: emissions of project activity

 Calculations should be made for each year in the crediting period
and expressed in tonnes of CO,equivalent



6. Emission Reduction - Examples ™

Example A: CDM project without project emissions

In general, all renewable energy projects couldd®xl as an example for
a project without project emissions. Electricitytirese cases is produced
from a source like wind, water, biomass, or the sumch have no
emissions.

Example B: CDM project with project emissions

Some projects, however, emit GHGs through use @luarliary generator
as a back-up that uses fossil fuel. For examgbegmass project where
bagasse is combusted to produce electricity. Bagassseasonal waste
product from the processing of sugar cane, ane@fthex there may be
some months of the year when the sugar processugyf needs to use
electricity from the grid or fuel oil to fire boils. The emissions arising
from this additional electricity or fuel oil use wid be calculated as
project emissions.
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6. Emission Reduction - Formula to calculate
emission reductions

The GHG emission reductions from the wind project will be calculated as follows:
Baseline

1. Determine the net electric output from the project by accumulating the monthly results from
the measurements (GWh)

2. Multiply this by the average carbon emissions factor (tonnes CO, e / GWh) as defined in the
Baseline Study

3. Net annual CO,e emissions displaced (tonnes CO,e equivalent)
Project : GHG emissions =0

Leakage: GHG emissions =0

GHG reductions :
—  GHG reductions = Baseline emissions — Project emissions + Leakage emissions

Answer = Total CERs generated by the project forth e period
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/. Monitoring

Collection and archiving of all relevant data
(should be archived for 2 years after the crediting period)

!

Determining the baseline
+

Measuring GHG emissions within the project boundary
+

Leakage

- To meet the PDD requirements, the following data is needed.:

— Data variable name, source of data, data unit, method of quantification (i.e.
measure/calculated/estimated), recording frequency, proportional of data to be
monitored, method of archive

*A project participant may use a monitoring plan based on an approved monitoring
methodology or propose a new methodology



8. Environmental and Social Impacts ™™™

« Describe and guantify, as appropriate, the environmental and
social impacts (both positive and negative)

« Host country may require an environmental impact assessment
(EIA) for a project

— Or if there is a local environmental or social concerns as shown by
stakeholder comments
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9. Stakeholder Comments

- To meet the requirement for stakeholder input procedure, the
DOE should:
1. Make the PDD publicly available for comments for 30 days
2. Describe how the comments were invited and compiled
3. Prepare a summary of the comments
4.  Prepare a report on how concerns were addressed

° “CDM Watch” (http://www.cdmwatch.org/) is operated by an NGO,
which monitors the CDM projects. It tracks public comments for:
—  Projects seeking validation
—  Methodologies
—  Project seeking registration




