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One of the primary focuses of the Greenhww Gas Pdlutim Re\mrion R o ~ ~ e  
Suppkmeot (GEPCCS) is to catalyze the ckan energy project developmot proasr h Mia GEP- 
03 a i m  to achieve this objective h w g h  rcci*i;ilies &at build the capcity d cbc tc). ruLdmhbr 
industry, f m i a l  institutions. government agencies and the local comnmitics. to develop. fimd. 
approve and support such projects. For indusrrial enterprises with their profit oriearh. the p a d  
for increased energy efficiency provides a clear economic incentive to embut  up- cbc pro$ 
developmot process. Encrgy efficient projects will also compleorot lndia's o \ d l  ccmmic 
developmnt, which in turn. will provide many ccl.benefits including ecmatk. social. and 
e n k m e n t a l  benefits. The state, local and central governments as .rucll rr Mia 's  \itraa NGO 
sector shwld therefore have a vested interest in suppMing thev t y p a  dpojccrs. 

Under the various emrging international ctimale change mat* mclunisuts. it is rnticipacd ttvc 
clean energy projects can reap the benefits from their inherent GHG aht- p a m i d .  Thea 
projects are broadly termed climate change mitigation projects (CChlP). and uill lred to be 
uructured to include certain additional facets and analyses. as conpucd to cmvcociolul co rmac id  
projects, to ensure that they will be able to qualify for and benefit f m  the c u b m  o f l a s  gemmed. 
As such. rhs project development process has lo p e e d  in a syscnutic tmnncr son to include the 
necessary parameters of a CChlP. Since the o r g m i d  dialogue on gl&l clirrote change bcg.n lodn 
the U?4 Framework Convention on Climate Change (UNFCCC). the interrurimd in\- 
community has demonstrated its intent to fund energy efficient and mneaabk mup ' e b k '  
development projms worldwide. To date. however. there has hcen more demand IIUO grvlifrd 
projects presented for investor tcnden. The main reasons cited f a  the low rcrpancc nre d p o F t s  
is the insufficient data. substandard ffomulation and medimre structure of the majmt) of the Frojms 
presented. 

Ln order to address these deficiencies. GEP-CCS decided to worlr with a sekcl p u p  d pojm 
developers and international funding agencies to develop and provide guidelines to potential projm 
developers from Indian industry lo assist them in the process of developing and smcming d 
CChlPs. Towards this objective. GEP-CCS h conducted numerous awareness building and OIMX~ 

activities that have included mining programs for Indian financial institucionr suenghumg the 
capacity of the Climate Change Center at Development Alternatives. spc*lsoring wabhops  fm 
project developers. policy roundtables and the developmnt of and provision of rompoucicarl and 
assessment tools. among M ~ C T  activities. 10 OrdQ to provide "mp-by.sq" guidance to CCM pmja  
developers and decision rnakm at local .od sa t e  kvels. GEPCCS decided lo de\rlop a Roadmmp 
which clearly documnts the CCMP developrrnt pocess. This doc- prpPrrd in cdiatand 
with. d as pan of the capacity buildiog assislance lo, the C l i i t e  Chnge Cmca al Lkdqumnl 
Alternatives, provides a ^u-hat-tocxpect" guide with ptaclical "*bow-how" and todo chcrUisls a d  
matrices for project developen who are in thc process of fomulrhng and structlrriog ckan eoap). 
projects like renewabk encrgy or energy e f f ~ i a r y  projrcts. 



Backmound on CLlN 3 Subtask 3.B 

The Society of Development Alternatives (DA) is a non-governmental organization with the mission 
of promoting sustainable development in India. DA has created a Climate Change Outreach and 
Awareness Center under its Environment Systems Division (ESD). GEP-CCS has been closely 
working with the Center to build its in-house capacity to sustain itself as a fully functional, efficient 
facilitation Climate Change Center (CCC). The GEP-CCS technical assistance to DA focused on 
helping DA to assist potential project developers. Under direction from the CTO USAID, and after 
lengthy discussion about the most effective means to replicate a demonstration project for project 
developers, a decision was taken that the demonstration project under this GEP-CCS activity would 
be the production of a Roadmap that would document the process of CCMP development and 
illustrate the process with a real-life case study. It was felt that working with a single project 
developer to develop one discrete pilot would limit the learning potential due to the many different 
potential project developmenUdeveloper scenarios for CCMPs, and severely limit the transparency of 
the effort. 

As the Center will continue to work with Indian project developers, it was decided that the Roadmap 
document be prepared by the CCC team of DA under the overall technical support of LBGIGEP- 
CCS. 

- 
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h a C C M P , t b c & o t s u c ~ ~ m ~ w o s a c m b a l , r r t h c b c ~ m d l o d f u d s ~  
pgeadmob(~~bebcrll)stlpphed,tbcscvlecd~60mcbcpqa(uarldbctoasWc 
k v d a g w y ( e g t b c p o w c r & t ) ) , d i h c a p p o v l l s f a c b c p q c c l v o u l d - h t L c a +  
~O~~IUUEI~ It war. thefare. dcfdcd to idcot& a spmk slrc md to bOoa h e  CCMP 
development pofess through .II h e  ooccssuy steps, mdodog h e  poJm mum d q p o r r l  
pnrssshgchupocess.lhe~aouldmeccwlthlmporuntswc~bLribcpmrc 
sedor c o ~ ~  .dale govanmeat auth-, and pO(CD1PI fmacmg msmhmr Tbc d n b g  a d  
rnhmchms from tbcs mcdtngs would mtnbute to the gcacnl am- bddmg rmDd CCMP 
d polrrcs rmgbt n d  to be addrcssd odlor bamas r a w d ,  to cr- a -8 
enwanocnt for such polects The GEP-CCS T m  (LBG d DA) deablki Pdcram Enkru h 
SdCEhDgtbcSLIte 
Smmg with thc five st.& of Aodhn Rdah, K . m u t 4  Mabnbm R q d m ,  d T d  N a t h  
ahKb are ammg the btggcst saks m M m  ~hKb bwe mclp~.mdy lrge emmma a d  
pogrcsravemencrgysatorpozturcs.ihcexcrcrnrpllrcdtbcsaks~~,cbc~ll(rmm&box 
bcbwmdsclcdedtbcSLIteof~Rdcsb (Nme hthecarsfw?ymphcamtnur.lkpJeci 
name, dcvcIoper and state haw been dqntsrd Andlrra ProdEsh hpr b m u  KammatnJ 



B d d  on CLIN 3 S u b t d  3 . 8  

---- Subsequent to the selection, the GEP-CCS 
team and DA visited Hyderabad and held 
meetings with several Government of Andhra 
Pradesh (GOAP) departments involved in 
approvals of renewdble energy and industrial 
projects, power purchasers etc. These included 
the Non Conventional Enemv Develooment 
Corporation of AP ~ t c .  GDCAP), AP 

--- Power Transmission Corporation (AP 

8 -. TRANSCO), AP Ministry of Energy and 
several project developers. In addition, DA 

I P C  
held detailed meetings with some of the 

. . ----..-- project developers and key GOAP officials 
involved m the project approval process. These meetings helped in understanding and 
defining the steps which clean energy projects must undertake before getting clearance. The 
timefame in the approval process is crucial for the C C W  development process a s  the 
associated wsts with delays are then reflected in the transaction costs. 

These interactions also helped in mapping the overall appmval process and therefore in 
deciding the steps that the project developer needs to concentrate on or 'flag'. It also helped 
in making the roadmap more useful to the state government officials f o m  AP and other 
states and potentially will facilitate faster approvals, which in turn results in lowertransaction 
costs and leads to carbon finance for the projects. 

? 

Since inception of the activity in April 2001, there have been a number of changes in the 
international climate change dialogue and negotiations. The 6" (phase Il) and 7' meetings of 
Conference of Parties have taken place in the interim. In these meetings, significant progress 
was made on the formulation of the criteria for CCMPs. Several international organizations 
have developed their own guidance documents to develop CCMPs and leverage market- 
based mechanisms. These documents, however, by and large, are purely CDM oriented and 
do not adequately cover the background in which Indian projects are developed. The GEP- 
CCS roadmap, therefore, would fill an informational gap and would serve as a clear and 
transparent resource document for Indian project developers. As larger project developers 
generally have better access to information, particularly on international practices and 
procedures, and have more resources to hue "tum-key" project consultants, this road map 
was envisioned as being of particular assistance to small size renewable energy projects. 



A roadmap document is expected to serve v a r i w  purposes. It should assist a lay enterprise 
in understanding the needs of capturing the GHG abatement aspccts of a ckan energy 
project: it must provide stegby-step guidance in struchrring the CCMP. At the same time the 
roadmap should also clearly explain the meanings of the underlying concepts of CCMP and 
call attention to their importance so that policy makers, financial inuitutiars and 
communities have a better understanding of the benefits and cebenefits of such p rows .  

The roadmap would provide a hands-on stepby-step guide to impkmcnting and fulfilling the 
requirements for slructuring a clean energy project or a conventional commeccial pmjecl as a 
CCMF'. It was decided in consultation among DA. GEP-CCS and USAIWlndia chac the 
document should be structured so that the primary section of the document will protide the 
stepby-step guide and the Annexure will probide the necessary backgound, M n n g  
principles and analysis. 

Finally. the RRoadmap illuslrates and documents the processes followed during the 
development of an actual CCMF' to which DA and GEP-CCS provided technical assistam. 
This document also provides a template to capture information contained in a project 
Detailed Roject Report to interest a carbon investor. Similar to an lnfamation 
Memorandum, this template, which was developed under the GEP-CCS p m p ,  makes it 
possible for the CCC to present the summary of CCMPs for the consideration of investors. 

The involvement of DA in this activity has pmvided them with more than a pcnpccu\r in 
developing CCMPs for financial closure. The CCC has a more complcte u n h x h d n g  of all 
the steps involved: the approval processes. the checks and balances: the financial analpzs; 
the importance of documentation and the need for a very systematic approach. This 
Roadmap. along with the other "tools" pmvided by GEP-CCS for their tool-kit. w~ll  cnabk 
the CCC to provide more value added senices to a project developer in formulation of h r  
CCMP. This resource guide, used with skill, can serve to enhance the sustainability of the 
Climate Change Center at DA. 

The DA Climate Change Center and GEP-CCS will continue to wort with additional projecl 
developers acrws India. The intention is for the roadmap document. once finalitad to be 
utilized by the CCC staff not only for their wmk with proPC( developex& but also as a 
general r e m e  document for DA's community work and poiicy advocacy. DA will also 
share to a larger audience chei experiences in worlting with project &velopm and state 
governments while preparing the Roadmap document. This can either be done lhrwgh a 
formal workshop or thrwgh interactions with stakeholders in oher states, beginning m-8th the 
five states identified at the selection stage. 'lhc Roadmap document would also k s h a d  
with the ministries of GO1 who are part of the core group on climate change &sion- 
making. 
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'fhis documnt is mu intended to substirule for IIIC cngsgurrot of qmti6cd pokniaul!s) atm ar 
espericnced in h c  development and smrntring of a clirmtc change mitigation pqaa. EzPM- d r 
c d i i  k l i n c  and mooiloiing and vcrificsbw am extrcmly mitml lor all CChlPs. Thoc 
elements of development arc c ~ i c a t c d  for all CCMR. Thc quality of &ssions RbNam as pcciwd 
by che madcctplace, and k f a e  che marLd value of h e  redudom. may be s r d g  d o r q d c d  m the 
absme of che invohrmmt of a skilled c u b a ,  baclinc pdasionrl who has a p v c n  rccwd d 
poviding UKSS specialized services. Similarly cnabtishme~~t of a sound finaxial d p s  drscribup r 
projm is a very unponanl puc of the prop-1 developmenl pnxm and sharld k dm b) comprccn 
professionals. 

This document war ckveiopcd to help ~JCCI dcvelopm a p o p a ' s  GHG anmom rrbctlom 
and is na linked lo any puticular emission lnding pmnd. This madmap documcn is bad m rrplanrl. 
national laws and regulations in India and inlernat~onal replalory SUUCNICS This daumm s h d d  ulc k 
cons& as mpresenting che d f ~ i a l  position of LISAID. h e  Louis Bagu Group adu Dc\rfoprrn 
Altematibes. 



s. 
m 3: Rojm Dswlapml and Rnvlring . Subtak 3.8: TA for Dwonrtmioru fa GHC Rcduaico in h e  State 

I .  EXECUTIVE SUMMARY ‘.a 

Society for Development Alternatives (DA) is a non-governmental organization which is primarily engaged in 
research and advocacy for sustainable development. Under its Environmental Systems Division, and through 
its involvement with the Greenhouse Gas Pollution hvent ion - Climate Change Supplement (GEP-CCS) I. 

project of the United States Agency for lnternational Development/lndia (USAID) being implemented by the 
Lwis Berger Group, Inc., DA operates a Climate Change Center. The activities of the Climate Change Cenue 
are in three main areas: outreach and awareness building on climate change related issues, provision of - 
technical assistance to develop climate change mitigation projects and research related to modalities and 
procedures for climate change projects and other issues related to climate change and its impacts. The objective 
of the Climate Change Center is to provide information to the SME business sector and policy makers to 
facilitate the development of both policies and on the ground projects that will reduce greenhouse gas .I 

emissions. As a part of its facilitation function, the Climate Change Centre has provided assistance to the 
Indian business sector in developing a portfolio of climate change mitigation projects (CCMP), particularly 
from the renewable energy (RE) sector such as biomass cogeneration, biomass gasification, small and mini 
hydro electric, wind energy, solar photovoltaic lighting and waste to energy projects. The Centre's project i 

portfolio consists of projects from different areas of India. Working with the related policy environment and 
scenarjos for a climate change mitigation project development process that exist in different pans of the 
country, the Centre has been able to identify gain valuable insights into the project development process I 
from an on-the ground practitioner perspective. 

During its work on these projects, the Climate Change Centre and the GEP-CCS team realized that there is a 
general lack of information about climate change mitigation mechanisms and processes among the different I 
stakeholders (e.g. the business sector, policy makers, the financial institutions and the public). With the 
assistance of GEP-CCS, the Climate Change Centre, therefore, has prepared this guide, or "Roadmap" to 
both assist the business sector to better understand the prncess involved in bringing a climate change project 
from concept to market, and also to help financiers, policy makers and local communities gain a more 1 
complete understanding of how these market based mechanism? work to contribute to India's sustainable 
economic growth and social development. 

This document, referred to the Road Map hereinafter, presents the salient features of climate change mitigation IL 
projects and the potential benefits and co-benefits of a climate change mitigation project to the varjous 
stakeholden. The document has been structured to layout the practical aspects of climate change mitigation -. 

~~ 

p r o h t  development in a stmight forwani manner. In addition, this Road Map can serve as a useful tool for 
project developers to develop their traditional commercial projects as climate change mitigation projects and 

L 

thus realize a financial, or business benefit from the value of their greenhouse gas emission reductions. It may . ~ -.- also provide guidance to appropriate government authorities at the local, state and central government levels - 
who are responsible for approvals of such projects. ii 
The Road Map presents a stepby-step approach to customize a commercial project as a climate change 
mitigation project. The Road Map also brings w t  the technological, environmental and social benefits and 
cobenefits of a climate change mitigation project. In addition to describing the benefits from a climate L 
change mitigation project, the Road Map walks the reader through the project development process. By 
providing greater transparency, this Road Map can be useful for bringing down project transaction costs and 
thus enhance the financial viability of the project. In the development of this Road Map guide for climate 
change mitigation project development and for the validation of the Road Map, the DA-GEPCCS project 

i 

team selected the state of Andhra Pradesh, based on selection criteria developed by the team. The team then 
interacted with the key Government officials involved in the development of clean energylrenewable energy 
projects and the renewable energy project developers, to understand the views of both the parties and e 
identify the gaps in the existing policies andlor the institutional arrangements. This Road Map suggests 
measures required to fill these gaps in the policies and institutional frameworks to acheive a more enabling 
environment for implementation of climate change mitigation mechanisms. 

r 

- 
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Climate change and thc mechanism to a&hcs climate chrngc are rrLtivcly E w p k x  raucr ad dmt - 
to be a lack of awarcnes on lhae is- vmng the he s t aUddcrs  in d -. Wluk 
clirrpre change negotiations and debates at national and imcmaf~oaai f m  haw Rlvd the awrcnar  rod 
understanding abwt climate change issues genedy .  in m y  counuicr dmt n still a lack ofiofnrmunn a, 
the p n d  kwl .  

The CLimMe Change Centre of Dcwlopmcnt Al tanniva  and tbc GWCCS turn dmugh Ihcu in 
Ihe field of climate change. have &veloped certain expar iv  io dK clirrmc dungc IUCI~MRRI pqccr 
development pmas and the pmas of project approval at the he d iiruaaraPll k v d .  lk team 
feels that documentation of thae cxpa icms  in thc form of a guidebwk or a rodrmp m y  be ur+ful f a  the 
stakehoMas to undnvand the pmxs and to nmtimoc the h s i i  Ma IO llte moc poocri\r rdc m 
climate change mitigation pocess. 

This "Road Map" pnem the npccrp of climate change miti* pmjaa and the paao.l bcDchD of a 
climate change  tig gat ion pro+ f a  -if= sutehddcrJ. 'lhe "Rod Map" dcscnba k 
pmcus for Climate Change Mitigatim Project (CCMP) d e n l o p m a  and Ihc rppod p c d u c s  This 
p i &  is designed to proride infamation on the procal sreps of clinmlc c w  mo@ca p10fCC1 
developmnl and the mlt ipk  tangible (financial. technological, ell.) kfi~ and Ihc co-hocfns (impowd 
heal& lower insurance &a, innrsscd pmductivity) 10 irrpove the d Ihe \- 
stakchoMers a b u t  such p r o w .  The purpose of t k  "Road Map-can be surmnnnd as fdtarr;  

to incrcav the undemanding and intcmt of project d e v e l o p  rod f d  idcutiom chmm 
change issues 

to motivate h e  private xctor to lakc a prosctive mk m clirmte chrap nitigakm pojccc dcvtbpna* 
and to fxiliore the process by providing a skpby-step guide 
to provide more t n m p a ~ ~ o c y  on the p m t s  of taking a projecl horn morrp to ippor-d. d by 
makingthcpmcrrm~eacce~ble.rcducethcvsnsacuoncoatandthenmcfromcmeptoclaM. 
to pro& a referean for pollcy d e r s  and the pubk sector on K M P  to ham undaamd the brnfm 
and cwbenefiv. of such p r o w  on a local. n a s 4  and intemuonal scak 

The "Road Map" conlunr four main rectionr and an rmuure donibing h pmrisicms d tlinmc chrpc 
mechanism. Thc T i  section. an YErrmttn SummvJ", adckses the purpose of the Qrmrra the 
audience for whom it is intended and the ways this Road Mapcan be uolizd. 

T h c s e f o o d w c b o a , t h e Y k g & m l b e r ~ ~ m c ~ d p c r r p m a a d  
infamation in different M l o n s  and sub-& lo rnisc Ihc user in Ipsifr infmrPtion. 

The third section. ~ l c  l3amgc h t i t i g k  RojecW, has nuin su&ucuOm : 

Inlmdm&m - whvh dcrcnba tbc c m e p  of clrmrte change nrh@wo pqcca 
%nefia o/c lmde cnmge Pmj.ar - h s  rubrscan prPrarr hnacul. co\ummoul. 
techwlopal and soc~al beufits and mbencfirr hwnr clur~u. chngc  mhgilon pgd 

C X m a & C h a n g r ~ I t o - n ~ - d u s u u a a l t m t h e ~ d ~  
for a p o l s t  to be quahfied as a cltonte change mibgaoo pmpl. In Uus &summ 
a n d o p ~ n r c a l s o p c s e n t e d t o s o l s t t h e & v d o p a s d ~ c o m o a o l t p o r c r r e ~ h o v t o  
capture and quawfy polemml gruohanc gcu (GHG) enrtnaas rrbcwnr in a nmmu dm QIU & 
them to benefit from these ICCIUCII~~  ihmtgh &d mechuusna 



3: ~ o p l  hclcpmml and Ihmdng. Subtask 3.B: TA f a  kmmnnlimr fa GHG Rtdvnim in Ooc Slat 

The fwnh  section, "Climate Change Projecl Development Proced', has the following sub-sections: 

- Project ConcephIQotion - this sub-section discusses, in brief, the process of preparing a detailed 
technueconomic feasibility report. 
Technical Approval - this subsection describes the various technical approvals required for a project 
and the relevant departmenthgulato~ authorities dealing with those approvals. 
Other Necessary Approvals for the Projed - other approvals required for the project such as 
environmental, land usage, al~d ground water usage approvals, among others, are discussed in this sub- 
section. - Approval as a Cnmafe Change Mifigdon Project - The steps to be followed after the techno-financial 
feasibility portion of the project development process has been carried out are laid out in this s u b  
section, This subsection also describes the process of endorsement from the national government, the 
submission to various carbon procurement tenders to obtain carbon benefits. 
Financinl Closure - this subsection describes the process of bringing the CCMP to financial closure 
with financial institutionis) 

To develop these sections, the team of Development Alternatives and thc Louis Bergcr Gmup, Inc who is 
implementing the Greenhouse Gas Pollution Development Pnyect - Climate Change Supplement for the 
United Sates Agency for International Development/ India, has used real-life renewable energy projectr and 
plotted out the process of developing a commercially viable renewable energy project as a climate change 
mitigation project. The lessons learned during the experience have also k e n  documented for the benefit of 
future project developers. The "Road Map" also present. recommendations for creating an enabling 
environment for climate change mitigation project development. 

Annexures 

The CCMP development procecs is based on the cunent understanding of international market based 
mechanisms. The significance of various underlying concepts like sustainable development, risk analysis, 
technology transfer issues, experiences of various GHG Offset procurement tenders and a case study are 
enclosed in the Annexure as an aid to the project developer. 
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Clirmte nodels premct that the global lemp~~pturc mll n u  by abou( I - 3 J T  by the ycr 2100 U 
cbangc is likely to hrve a ngmftcant unpa~ l  on the gkkd ennmomca. In gacnl the f a a  hc c h n n c  
changes,thegrcatcrwiUbethenskofdunrgc Thcmcan9ukvclrsupatedto~c 15-95cmbyhc 
yur 2100, causing flooding of low-lyng amas and aha durpg. !3&hng nmsphar 
c a r c n m m  of pcnhousc ga%s mll demand a m a p  effm. Bacd on amwt out& hc Mtrl 
cl imuc tnqract of nsing gteenhwe gas kvd.~ wrU be qd to iht crurcd by a W m g  d pm- 
t h m d  CO2 c o r n m u o n s  by 2030. and a mMlng a mrr by 2100 The Unned Fi- 
Enw-ntal Program Rnanctd inruntuons iruuauve has m m t l y  w r m d  ( O h  2002) Ih* lam x 
a d t  of naNlal Lsaslen appear to bc doubling evay  decdc and haw mM o m  mUnm US dollars 
in the psa I5 yean h u d  losm. In the next ten yeus, u ~ l l  m h  clQV to 5150 M l ~ o o  damwt mndr 
conmue Dne way that the intemauod ccmmniry a WUmg h a mrmgh hc lid 
Nauons Framework Con\cnbon on C l u w  Quoge WNFCCQ. *cd m 1992 .od m w  boautng 
ova 175 mcmbm the Conwnhoo seeks to sulmltze rtmaphenc comorn t lms  d pp+ m 
safe kvek Through common but Lffacw.ced m p a r a b b t r s .  tt cmnrts  dcvdoped caancs to 9tc 
measures auned at reducing enassioas. h hutha quvcs  all c o m m a  to ltlmt therr cmnwm pha 
rekvant mnfrmauon. debclop smlep for adapung to clima~e change. d cmpcrre m -h d 
tc~hnology 

C o m m a  and cdlaborauvc groups that urludc bah the p l M r  and pnvae sslm bvc  m bsm wmmg 
for governments to act Many corporve enhues and c o n n n w u l ~ ~  am u m k m h g  vdlmrvy uMPvcr to 
cut down GHG emtung actlmtls or fund ckan eangy devdopmn in dcvcbpng eromma. 
Ennssions reduct~ons m alreadv k i n z  traded. som c m s s m  rcmmes arc dare. thuc hr bea, - - 
iarcaKd interest in the dcvclopmenl of renewable coagy and e n q g  e f f i c i  pow. and .edr-riola 
market mechanism are k i n g  employed 'Thee mchanism are dcsigncd to stabdm tk mncummm 
Greenhaw G a v s  (GHG) in ihc amphen by nducing anthrqmgcwc emnion of GHGr b~ uang the 
power of the d e f  to p v i d e  incentives for change. 

Currently the developed cwnmes are the map emucrs of the GGGs To eocasrgc nd pmrre 
Tlean" developmnt tn devcloptng counma. nd lo -a dc~~bpad caana mcrc dk-m own 

enasstom targets that indlndual c w n m a  cornet  to under the Kyom h a d .  negolluaa unda the 
W C C  have also rcsulted in the ckvclopmcnt of seven1 marka basal nachuuscm We the K>wo 
Protocol Joint Implemenlauon (JI). Ckao Lkvclopmnt Merhuusm (CDM) and hmmbad G~SRUIS 
Trwhng O 

nandthe IFF~baweenibcdevebpalcouocry P a  whercrribcCDMLbct.vccoa&\dopcdd 
a&~lopngcomtryWny.Thcpnporeof~CDMklo.9irrF.rtksmiackdcdm~AaauIba 
of dcvelopcd caoloics. in achieving W o a b k  developnol nd in CmaibaiDg XI tk rJrmpg 
objective of the rtducuon of GHG emissions and to &ssis Pnnicr iochdcd in ABDU I in dtic\'iug 
compliance w i l  their quantifd emission limilation md raducom comnibncoo (QELRCr). 

&sidcJ hc KP mccbanism, a numbcr of bilPtcnl aod rmlaLLal y a r i c s  like USAID mwmgc 
projscboscdrtivitiesthrthlpinrrdrriagthe~aaofGHGr.nd~~u~edpudL 
F'mgrum like P A n .  PACER, EMCAT. TEST-CIl. GEP. ECO. SARM have b c a ~  hnded by IIS.&W 
in M a  over rhe l l u  two decades. Sirmllrl).. &r apncies like DFID. hDB and World Bmt also 
pwac  such activities. 

As emgy $enenlion and its use arc the main s a m e  of GHG c n 6 s i i .  hc elfotis to bring down 
missions emphasut the w of cleaner ~hndogics for energy genmom such as avrnrl gas and 
renewable energy s a r r m  like wind. d a r  and watcr dong w i l  mre m r g ) -  efhcimt prrirrs. 



Countries committed to GHG emissions reductions are, therefore, concentrating on implementing 
projects in these focus areas. 

A project activity to reduce the GHG emission compared to the "business as usual" scenario (BAU) is 
called a Climate Change Mitigation Project (CCMP). Companies with either an emission cap or 
voluntary target may invest in the CCMPs of the Project Proponent. The emissions thus reduced through 
the CCMPs are shared by these project partners. The developed country parlners can credit the emission 
reductions against their QELRCs and the developing country partners can monetize these to supplement 
their national sustainable development activities. Thus, a CCMP is a mechanism for quantifying an asset 
that hitherto was not valued. ntough the concept of CCMP is straight forward, in practice it involves a 
number of complex isues such as constructing the baseline; establishing additionality; addressing 
sustainable development concerns; monitoring the progress of a project, and verification and 
certification of the actual emissions reduction are involved in the process of monetization of carbon 
offsets. 

B. Benefits Of A Climate Change Mitigation Project 

There a n  multiple stakeholders involved in or affected by a CCMP and these stakeholders derive a 
range of direct and indirect benefits. Under a Project Finance structure, the project promoter in a 
developing country can benefit from the additional revenue stream generated through the monetization 
and sale of GHG offsets from project activities either in the form of certified emission rednctions or 
rednctions that help meet the voluntary corporate or State GHG targets. The investor in a developed 
country can benefit from the GHG offsets that might be procured at a lower cost in comparison with the 
costs to generate the same quantity of emissions rednctions at other sites. The investor might also use the 
purchasedcarbon offsets to comply with emission caps at other sites. 

Benefils to Project Developers 

Through CCMPs the project developers can harness extra benefits in terms of finance available from 
potential carbon investors. This can increase the financial viability of the project by enhancing the 
Internal Rate of Return W) of the project. An improved IRR can attract domestic and international 
financial institutions to fund the CCMPs. The carbon revenues will thus strengthen the overall revenue 
generation and help in replacing some of the higher cost funds, thereby reducing the Cost of Capilal. 

The additional revenues from carbon finance can also make the adoption of more advanced and efficient 
technologies (in comparison to the conventional I business as usual technologies) more amactive. In 
Nm, the use of more efficient technologies can contribute to making a project more sustainable in term 
of quality output and efficient operation. Utilization of advanced technology can also lead to more 
efficient use of scarce and or costly resources, which can also lower production costs. 

Besides the tangible financial and technological benefits discussed above, a CCMP also offers numerous 
social and environmental benefits and co-benefits. Some of the benefits that are associated with CCMPs 
are: 

Increased capacity being built in the local community for the maintenance and replication of the 
cleaner production technologies. 
An increase in the income generation in the area and an emergence of collateral enterprises. 
A reduction in local environmental pollution. 
Health benefits, including a reduction in respiratory aliments, and increased longevity. 
Reduced health care costs, possibility of reduced insurance rates. 
Opportunities to leverage the funds generated through the CCMPs into community development 
activities. 

- 
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CCMR can w i d e  benefits to developing nuavia lhmugh lacbndogy tnmfa and a & i h d  h d  
flows. They also suppkmmt and SUppM local and MIIonnl suslaimbk devtlopmot cffau and po* 
a host of co-bencfits that i m p v e  the l~ fe  and l i r c l h c d  o f h  local popdaijon. 

Developed c o u h  and investors have ao oppomnily to a q u k  cPbon dfsls to mm mtlr erobzlom 
~ m g o a l s d o d i ~ t i a u u n d c r v a r i a ) . o f p o g u m b e i t t h c 1 8 ~ o r d l r a u y l n g o  An 
associated bcncfit f a  rhe nnmrfachmrs in dewlopd cauttxk m y  bc IIIC c n m g m a  d a mnL* f a  
energy efficiency and cleaner production tachnologics and new krsinesr qpcmunik. 

&N& for h j r d  k b p m  in bodk Lkuw and W b p i n g  Coumrics 

A positive image by companies who engage in C(IMP pojsts can in nun deliw rrpay *beaha ID 

those "clumpion" companies 'lhcse benefits range from an rnbaced capasc inns niuch can 
uamlate into bcng commmily reldonshrps. to inatad  rhuc pwa, and i d  cunomr a d  
emproyee loyahy. Bentfits can even extend lo regulatory relief. or govemmrv policies ih* 
incentive for good coqmmte behavicur. 

C. w e  C r i t a t  lor Uhmte Change Mttigatkm Rejects 

The basic premises of a CCMP ue: 

the emissioas n h r b o m  from a CChW should be real. rmawMe and bng.!am 
n h r l i m  in emissiom should be 'dditiDarl' to any thpt would orcur In ihc lhcare d ihc 
rcnified project activity 

In order to esbMlsh these cntena a basebe pcnue tha~ dcscnbcs thc naus m thc d thc 
p o r c t a e d c ~ o b e ~ b n t r f i o d  ThebvcluvstNaDonpro~dcsm&dihcumn*dGHGunruom 
lhac would have resulted had the poposed pm)st d teen mnprementd llus Busmcs-As Usual 
(BAU) scenano w~l l  mult  m m a n  amxlnt of GHG enasstom Thc d~ffaarr  harm cmsaas  fmm 
the pmjccl acllnty and the bus~nas rc usual sccnann cklmmm ihc e m m o m  Rducoon. Thc pqso 
also should also jlabfy that GHG redurnon wrc dso one d thc nnja paposes of mdm&ng dw 
CCMP, and that it docs not avad I D ~ U  of gram funds from a hlotenl aid .gmcy. m a s a g  m. Ih 
tt 1s f m a m d y  'dditieerl' to the ccomrvncd Ov- Development Ass- 
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Other important points of CCMPs: 

A CCMP that is targeting sale of the cahon offsets to an investor with a KP Target must obtain a 
Host Country approval from the Government. In addition. h e  Government of the country in which 
the investor is located may stipulate the approval procedure 
The modalities and procedures adapted in the estimation of baseline emissions, measurement and 
verification protocol should be transparent and should ensure efficiency and accountability through 
independent auditing and verification of project activities. 
Emission reductions shall be certified by a designated operational entity (DOE) that is 
internationally accredited. For projects undertaken under the KP market mechanisms, the W E  
should be accredited under the UNFCCC and an independent entity. 

D. Climate Change Mitigation Project Cycle 

The CCMP has a number of requirements to fulfil, including the validation of the project, the 
registration of the project activity w~th the country government or a national registry, monitoring of the 
progress of the project. and the verification and certification of the GHG offsets, among other 
requirements. The steps in a CCMP cycle may be summarised as shown in Table 1. The Table also lists 
the principal parties responsible for carrying out each of the specific steps. 

Table 1: The CCMP Cycle 

ROjert Idea 

I additionality assumptions, 
Project Design 
Document . sustainable development contributions, 

a monitoring and verification dan 

Identification of  a project concept and preparing 
t k  Project Idea Note (PIN) 

Hart I investor 
country approval 

I 
. . sta);eholden opimon input . Tern sheet in case d voluntary 

Approval at tk national level. consistent with 
domestic laws and priorities: 
Unless unilateral, inveslor approval is also 
required 
Developing derailed project design documents 
including: . a baseline emissions estimation. 

Project dcvelope, 

- 

Project developer. Dcsignaled 
Operational EDtity (DOE) for KP 
related investments; carbon 
purchaser for voluntq program 

Project Developer 

1 I Third oartv validation of baselies and other 1 1 

I 
. . 1 valibtiw 

p w c t  data to ensure ihc necessary uanbparrncy 
and crcrbb~lltv in itw racxers fir later vcnfi~at~on 

DOE 

Thc L>uL Berger Group. hc Gremhdurr Go$ Pollution Pr<vmiion Project - Climorc Chonge Supplenml 9 

RcgkIratioo 

Finanring 

and cedled &nissi&s reductions 
Regismtion of the project activity with an 
international registry propmme once il has 
rcccind approval of the host cououy 

Investor providing capital in the form of debt or 
equity: Ihe investors may or may no1 be carbon 
buyen 

UNFCCC CDM Executive Board 
(3%) 01 Registry p r o m  on 
demand of DOE for the KP related 
invcstmcnts; Carbon Purchaser in 
voluotary programs 
Project dcvcloper. 
Domestidlnternational Funding 
Agencies 



The oroicct desien docunrnl involves a number of rtivitier within its& such as k l m  dcrim. . - - - 
smbldung dditioonlity. prcpving a rnonilaiog plan, m a m a g  mvimmmwal uopra armcm 
accading lo hoa camtry Rgulations, and documnmirn of apponl. 

T h e C C M P c y c l e a s p o p o s e d u n d n d ~ ~ C D M ~ b c r c m d ~ U F l f f C C r c h r i t t  
h r w J ~ n f c c c . i n r / c d d ~ h t m  The runc is indicated below. 

FTgnre i : CDM project a&vitg rpdc 

Val i i t ion  I Registration 

Monitoring 

Verifkatkm I Cedication 

Issuance 



IV. CLIMATE CHANGE PROJECT DEVELOPMENT PROCESS 

A. Project Co~~epb.liutiw 

'ibe CCMP development process can be integrated with, or layered mto, cmwntiaral project 
development. To begin with, a screening criteria should be applied to the projed under consideratian to 
detmmiae whether or nd the project meets the basic requirements of a climate change mitigation 
prqied. llhstrative criteria used by the DA aud GEP team in seleding projects is given in Box 1. It may 
be naed that all the projects that mvisim harnessing a clean source for generation or the use of energy, 
which is the main source of GHG emissions. should meet this selection criteria. In additicn, the activities 
that help reduce GHG emissions &om urban adivities, if designed properly, would also meet the CCMP 
seledioo criteria. 

A. cmepie.ofCER 
R-.=W-f-@f-%'+@+ 

Bbr;lroombudm pitidim biwnr(bn.Sm p o a s  md Ulsmsl ~ L i r n w  Cegmpntno d 
p a p u / d e m h L " - m & ~ * ,  
Scdsr - medium 9pIiolioli .  
S c d s r P Y ~ n ~ ~ ~  
h m h y a m p n r ~ h s n n ~ o f b c r i v r r .  
W& b --MW &me g m d m  h -dm. wage  bad bhgas p l d s  fa 
pow- p d m  a & wlimiou, i n a l  wwletopawa-l qplisliorr 

-mm-'-YI--: 
W& M -r=ry-WRR h ictduuial tbe gurr a arr(ev.frr fa p"u p c m l h  a msrml 
Wlimimr. 
~ d . I . r ~ W L B M ) o T o M p a r m p I d . ! o ~ c d S ~ ,  mdpmoepsrB- 
~~olyh(bclliliy~bul.Irontbe~-inLey&m(ic-r(sd) 

- - -, - . . -,- 
.hd al M p h  au I c p y a  (hi p o l l m  prd.rrrd), b L M  o*cru h by& 0 25 MW. 
b-buod-wdba- 6 1 R n l k m m n r u . m v - m p m ) d s f k n M [ l I a c v s . t h a  
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m a r a a o d u m d ~ ~ * p r i h d a a c r s b r c h n l , ~ i ~ L p n r d & b y t b e ~  
pmviden will a h  bep to slsurt the anitability of tedrrdogy fa tbe prrpcsed w. 
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iii) Availobiliry of Financial Resources 

The project developers need to carry out a financial viability assessment for the project. This study 
should cover the detailed financial risk assessment and provide full details on the mitigation measure 
aspect of the project to make it attractive for the funding agencies. In analyzing the financial viability of 
the project, it is highly desirable that the project should be self-sustaining without the carbon leverage. 
The sales potential of the carbon offsets should be calculated and considered as an additional revenue 
stream, that will enhance, not determine, the viability of the project 

The financial impacts of the project on the community and the co-benefits (e.g. improved health which 
translates to reduced health care costs and increased productivity) may give an added advantage to 
CCMP developers. Project developers should, therefore, highlight the community and social benefits in 
their documents, with supporting facts and figures from similar projects. 

iv) Technwconomic FeasibJiQ W y  - Preparation of the Detailed Project Report 

After the overall needs assessment, and the assessment of financial viability and resmes, raw material 
and technology options, the project developers should prepare a detailed technoeonomic feas~bility repon 
or Detailed Project Report (DPR), for the proposed project for the life cycle of the project. The DPR in 
case of a CCMP should contain the following infomlation, in addition to the information which a 
conventional DPR normally contains. 

a) Determination of the Base Line 
b) Calculation of the projected Carbon Emission Reduction 

c) Determination of the Sustainable Development Indicators to assess the sustainability factors of the 
project 

d) A monitoring and verification plan developed as per the norm and regulations set by Government 
of India and international boards and entities like the World Resources Institute, IS0 or the 
UNFCCC - CDM Executive Board 

The GEP-CCS projecr developed a computational twlkit  for the development o j  CCMPj. The project developers 
are encouraged to urilize these &or the rrwirrs o f m  experienced facilitator like the Climate Change Centre, or 
Development Alternarivcs. to incorporafe the required supplements jn their DPRr. 

B. Technical Approval 

After the successful completion of the project conceptualization stage, t k  project developers netd to 
apply to the state nodal agency Pike Nonconventional Energy Development Council of Andhra Pradesh 
(NEDCAP), for renewable energy projects in Andhra Pradesh] with a copy of the DPR for the technical 
approval of the State Govemment. 

ii) Acceptance of the Application 

After evaluating the project details and conducting the requisite field survey, the state nodal agency 
either accepts or rejects the application. The state nodal agency for accepting a proposal lwks at the 
following parameters: 

Suitability of the project in the region 
Technological soundness and compatibility 
Raw material availability in a sustainable manner 

n e  louir 61rg.r Group. Inr Gremhowr Gar P~llurinn Prevention Projec~ - Clinwfr rhnndr Svpplrmrnr 13 



The acceptance of the application indicates the technical suitability of he pojca. 

iii, MOU b m e m  Ylltl NO& Agency and PrOjCd h k y r r ~  

U p o n h e s c e p l a n c e o f h e p o l c c t b y t h e p p o p n ~ c ~ d r g c s y . h e p q C E l ~ h D m  
sign a hlcmuandum of Undastanmog (MOU) m i h  tbc sate d ymc) m onlu m he 
financial clmurc wlhm a c e w  penod Thac u a nmc hmn hpeclfKd f a  finand c h ,  ho*errr 
there is generally som Ikuhhty in terms o f e ~ u r m a a  allowed by the c d  .gaula. 

I n h e c a w o f r r n e w a M e e n u g y p m p c a l a t b c s t n t e o f A a d h r a R d a h k p q C E l & r ~ h u r u ,  
pay a senice charge of Rs. I LaLh I MW to N E W .  Thc &vclopm h v e  m also p y  Rr 
25.0001- per MW towards financial elm within 6 moluhr. which can be ex& up to 18 monda. 

& s i d e s h e t s M a p p o v n l h o m t h e s t u c d ~ . t h e p o j c a & ~ h ~ m @ ~  . . 

approvatShomvar iaa%teDeparmrocst ikhepdhnoacmtrolbDndLmd~~.gound 
water usage, a c .  If IIK pojecl is sited wilbio a f w d a n d .  c k a ~ l c e  hwn tbc f m a  dcpprmm miU bc 
necessary. Similarly. if it bordas a highway. c*Mnce  from IIK Highway A u h t y  is mrcd. Soar 
typical nsessary clevanca that a pDject slmuld have arc Listed below: 

i) Cleannce from he State Pollution Control Board (la ~ a c  d Aodb. R.dcrb - A.b. RdaL ~ * m  
cmod B d )  

li) Cl-e hom he State Ground Warn Boud 
iii) Land Use Cleatawe horn he Sutc bnd kpurmcot  

This Road Map providcs a c M  list for appmvals baud m a real pow arc m d y .  Hwrva. plor to 
initiating a pmject, the p o p 1  dcvelopcr shouM L~C- fwm the cawancd auc go\aoma qmia 
if any additional ckamnccs wiU bc rquucd. 

Power A v r h e  A p e m e n ,  I 

T o b e c a m d c r c d a C ( 3 M P m d u , r c n + t h e k 6 ~ o f h e c u b o a ~ g c a c n e d ~ ~  
economc feas~klity report of the ~IUJCCI should rorurn ~nfmmboo  oo M n c  dargS a d d m o d q .  
cmssiom ductJon. smurnabk dcvclopmnt nnc+ms efc H w  h i s  infomPwo should be mqrated 
~ M O  a p m p t  is chrcurwd below 
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i) Baseline Development 

Establishment of a proper baseline is of tantamount importance as the baseline will define the frame of 
reference for establishing the additionality of the project and the emissions reduction. A baseline 
represents the counterpoint picture of "what wwld otherwise have been the scenario in the absence of 
the CCMP". Thus, it depicts either the current business-as-usual scenario for the industry andlor takes 
into account the probable and most likely scenario considering the proposed development plans in ihe 
concerned sector. (Baselines are subject to review and updating over time) Before proceeding to 
identify the baseline, it is essential to fix the Project Boundary, the area or organizational entity 
considered when generating and measuring emissions. For a renewable energy project, for example, the 
project boundary can be determined by understanding the nature and extent of the potential coverage of 
the project's services. In the case of a project which will supply power to the grid, the flows of power 
and the current source of supply to that particular grid need to be determined. In an energy efficiency 
project, for example, the project boundary might be the output from one boiler, or one unit, or an entire 
facility. Once the project boundary is established, it is possible to establish the alternate scenarios. 

The baseline should preferably be defined on project-by-project basis for large-size projects. However 
calculation of baseline emissions on a project-by-project basis can increase the transaction cost of the 
project. Small-scale projects as defined in Box 1 may not be able to absorb these costs. For such 
projects, a sectoral or technology matrixlbenchmark baseline may be used. As per the accords reached at 
Bonn for power generation projects smaller than 15 MW, energy efficiency projects saving <I5GWh 
energy and other mitigation projects leading to <I5  kiloton of C 0 2  p.a., a standardized regronal or 
national level baseline may be considered. Alternatively, for smaller projects, it might be more feasible 
to bundle similar projects to determine a baseline for the entire group, and to lower (ransaction costs. 

Various approaches to establish baselines as proposed by different practioners and for different types of 
projects discussed below. According to the t& and size of their-own projects, the project developers 
can choose to employ one of these methodologies. 

Projtct SpeciIic Baselines 

Project-specific baselines evaluate emission reductions from a pattjcular project by using project- 
specific assumptions, measurements, and simulations. In the energy sector, for example, key 
parameters wwld include changes in fuel and technology over the life of the project. The 
developments that might occur during the period of operation under consideration can be forecast to 
some extent using Planning Commission or Central Electrical Authority plans and surveys. 

The project-specific baseline may be subject to considerable uncertainty, which can lead to uncertain 
estimates of ihe 'environmental additionality' of the CCMP. The largest component of this 
uncenainty is the choice and timing of the baseline fuel and technology options. 

Sectoral Baselines 

Sectoral baselines are aggregated baselines associated with certain activities, often at a sectoral or sub- 
sectoral level. These baselines are sometimes known as benchmarks, activity indicators or intensity 
standards. In the energy and industrial sectors, the baseline will be measured by carbon emission 
intensity per unit service I p d u c t  (e.g. tones of carbon per Giga-wan Hour or ton). 

Sectoral baselines can encompass baselines at differing levels of geographical or sectoral 
aggregation. At each level of aggregation, the baseline can be based on historical data or on 
projected data. At a disaggregated level, for a pmicular technology, subsector andlor country, a 
sectoral baseline can require almost as much detail as a project specific baseline. 
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k t i n e s  can either be hxcd f a  the tiktimc of the projsc a  vised duriag the pqan optntim 
Static badha am @cable. and thucby reduce the uucaUioty 9-j the cubm crrdm 
generavd from a CCMP. Static baselines am a h  less of an adrrinimativc, mmiroring and rcpOmne 
bunlen h n  dynannc baselines l k y  Rquirr only onc baseline atirrpv and lhacfore mnn louu 
tramaction cmls. 

Dynamic bgselios are baselines IM have to be ~ c d n n l c d  a1 cacrio iaanlr &mug &e p o j c d s  
life. W e  they have been revised. s & u p n l  emission rcducbm cmlio rill be c h i d  apnm &is 
new bascline. This allows the basebnc lo refkci nmrc acclaady tk 'bcsl caim*a' fa the key 
panmccas. Dynamic baselines can be a d j W  downwards if the en\ -IFafam==d& 
sstor/ptcccss impmvcs. This msurcs the continuing m~Ummn1.l dmtiaulily of a pqsl nmm 
comistcndy static baselines. 

k st- 

CCMP 

+ tlme 
b 

A stepped baseline ir a &line wtuch undagas p m d c  rrylr revidon a a pc4 j mm-d (IL 

5 a 7 yeam). I)ue to mguh improvmm of the rshnologk and mac e f k i m  ulilrilaam d nand 
mcwcq the eroirsiuts in the bustncss-ar-uaul case should follow a dmrPlng mnd 



Desieninp the Baseline 

The immrtant mints to remember while desiening the baseline are: 

available; Lifetime of project cycle should be clearly mentioned; 

ii) GHG Reducrions Estimation 

The methods for projecting CCMP emissions differ, depending on the sector and the type of project. The 
graph below illustrates the conceptual framework surrounding baselines and environmental 
additionality. The lines O'B and OP show the greenhouse gas emissions without-project and with- 
project over time. Both O'B and OP are estimated prior to start of the project. The difference between 
the two lines, O'B-OP, is the greenhouse gas emissions reductions that the CCMP could claim. 

Figure 3 : Emissions Baseline And Projected Emissions 

t h i n g  the implementation of the CCMP, the emissions from the project would be measured, verified, 
and reported annually. The line OP shows these emissions. Carbon offsets(CERs or simply tons of 
C02e) are credited according lo the emissions reduced as compared to the baseline - this difference 
being represented by any two points on the lines OP and O'B at the same point in time. 



In the cmgy supply aod dunand sstm. a pojccl &vtlopa would take scvenl aepr to eairme h m  
emissions f a  either the bascline a for their pojsL lbes rvps ~c briefly dcsaibcd bdor. 

T h c p p c t b o u a d u y c w r i s t s o f d w l c n p o n l m d ~ d o o n i n ~ t h i o p h i c b t h e ~ ~  
emissiom am estimated aod monitored. This do& may vary for diffam atuibu~cs of thc + 
Determining the physical and cmepua l  project boundary is tk hm step io aainntiq emmas f a  
both reference scenario (the bascline) md the CCMP scenario. The bundq should be so defined dn~ i 
minimiss tk pmsibility for leakage ud identib all of the rekvant sources and sinks (it. orw pb 
absorb C02 l i l t  foress). for the g ~ ~ ~ d a u r c   gas^ that may bc iirppcod by the poyct. 

' h e  pow &nlopen should be abk to define the hrtimr ai m s d  scmuia M b k  f i  
im&ve&m in thc business as usual scenario should also be uteri into wrounc for a ralirtic ercimr: 
of GHG enissionr reduction. Historical trends may be uuW, but am m suffnm IO forsat srhr it 
likely lo occur in the hnurc. 

Thc CChiP &v+lopen should also bc abk to f 0 1 C ~ ~ r t  GHG pmjcctiom for their popca brpcd m a 
similar set of assuqhonr 

b Step 3: U s  Energ letcndtJ lo hjta Fmhrc Energ Use 

F o r b a h t h e c a w s ~ c  t h e C t h m a n d t h e b u y n e s a s u s u a l . ~ r - r y d a u M b e k a Q  
 ator or for eaablahng add~nwullr) and emssHns rakbarr F q  inurntry IS tk hc d 
enem per unlt of wful  output - for cxampk the h e n t  of energy urcd per t m  of d pubmi. a 
per passenger lolomcrrr uavelkd 

For either the prop1 or bascline tax. projecting funtn: magy uu m q k m  m lndaruading d hor 
technology is likcly to change. 

9 ScpJ: UUF . . F d m  to Rojcrt Fstmr b k s k  

Once the d e d  f a  diflcrcnt energy lyps IS known, tk quantity of grrcnbatse grns oincd pa md 
of energy uaumrcd can be calculated. This is calkd thc emit*om faaa of a hrl lad is m d l y  
exposed as tonnes of carbon (or carbon dioxkk) cquivaknl per unit of emgy. The carrprioD Q dm 
rule is an CDC~~ST SOUKC such IS electricity. where ~IUC am primary nrrgy lapo (and knre .dhooml 
emissiom) in dw producaon of ibe e q  curia. 

For fuels s r h  as cod. tk amxrot of c o d  mdcd rmltipl*d by its emiaion hdor 4 @vc Q 
enisshs t i p .  The andud m k i o n  f m m  for v r i u g  hrls am girco in Q R e d  1996 lPCC 
Glddelincs for Naiad Greenhouse Gas lnutnforirr: Refaencc h(muat. Enisrao Frcas of T?rpnl 
fuels as provided in the lPCC Gui&lins am giwn in the h e x -  to the R d  Map. 

efficiency of the individuJ ge&tim plans that supp)y p o r a  to the p d .  Tha aairrptioa cu, be 
s u r p l i f i  by referring to the dsa prblishrd by tk peminmt agencies llLc the Mintmy of Para. tk 
Plrmnrng Coovnr- and ahn key mnlstnci 
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Emissions of other greenhouse gases than carbon dioxide, (e.g. methane in case of municipal solid waste Y 

to energy projects) can be converted to a carbon dioxide equivalent by multiplying by the global 
warming potential (GWP) of the gas. (GWP is the measure of relative potential of the other GHGs with 
respect to C 0 2  in causing warming through atmospheric radioactive forcing.) Once the changes in 
energy use and the type of energy used is known., it can be converted to total greenhouse gas emissions Y 

using the Global Warming Potentials. The global warming potential of the major GHGs are given in 
Annex V. 

iii) Describing the Additio~Lfg 

A fundamental criterion for CCMP eligibility is that projects reduce emissions in a way that is 
considered 'additional'. This means that the project has to demonsmie that these reductions would not 
have happened without CCMP. 

According to the gurding principles of the CCMP, developers must demonsmte project additionality. 
Environmental additionality means that the project has to deliver environmental benefits through 
greenhouse gas emission reduction. To be eligible for environmental additionality, the project developer 
has to identify and document the measures that reduce emissions, but exclude measures that would have 
been introduced anyway (BAU). 

The project developer will need to justify that the technology employed is one of the best available 
options in the technoeconomical situation of the region and that it is more efticient in terms of resource 
utilization, energy usage and should have the least negative impact on the environment. Technological 
comparison could be made at the local, national, and regional level, against pre-established benchmarks. 

The financial additionality aspect addresses whether or not the project financing is in "addition" to funds 
already allocated by the investor country to ODA (Official Development Assistance).The principle 
behind financial additionality is that CCMPs should not divert or decrease already scarce development 
aid. The financial additionality criterion includes bilateral ODA and multilateral grant funding. In 
general, it is recommended that projects that receive ODA funds as defined under the OECD guidelines 
not be proposed for funding under the cap based investments. 
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with 4 i c h  it u pr ided  will p v c r n  ihc both ihc fuuncial &fits ihr can bc d r r d  fmm Q pojccl 
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s t akehddm.  



E. Financial Analysis of Climate Change Mitigation Projects 

Carbon credits can improve the financial viability of conventional projects that have the potential for 
GHG emissions reductions. ?hrough the sale of carbon offsets, a CCMP can generate additional income 
over a conventional project. To realize these financial benefits, there will be necessary expenditures for 
validation, registration, monitoring and verification, among other costs. 

i) Generol Finoncia1 Annlysis 

- Cmts and Benefits 

The basic technique for determining whether or not a CCMP strategy (or any particular strategy) is 
viable for a specific project is to look at all the costs and potential revenue streams. An incremental 
analysis of the project prior to and after considering the carbon credits will provide the decision 
suategy for the financial structure of the project. The first step in this process is to construct a capital 
cost budget and a cash flow chart, which reflect all of the costs and revenues related to the project. 
The cash flow consists of the following: 

9 Capiful costs - These are all the capital expenditures required for implementing the project. 
For large projects, the capital expenditure may spread over several years. Future 
replacement and rehabilitation costs should be incorporated into capital costs. Capital costs 
include both generic investments as well as any specific costs for equipment that reduces 
GHG emissions. 

9 Operufibg costs - Operating costs are generally divided into fixed costs and variable costs. 
Hxed costs are those that are incurred regardless of how many units are generated. Variable 
costs are costs that vary according to the project output (e.g. the cost will be higher for 
greater units of e l ec~c i ty  generated in case of power projects). 

9 Revenues - Project Revenues are based on the products and services delivered by the project 
and the manner in which the tariff and other stream are built. These may include initial 
returns, monthly fixed charges, and charges proportional to sales. For non-energy projects 
they could include service revenue or sales of products (e.g. timber) by the project. Income 
from the sale of carbon offsets is an additional revenue stream for CCMPs. 
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Figure 4 : Typical project fmancial analysis 

.................. 

1 S e r v i c e  r e v e n u e  I... 
1 n O & M  

C a p i t a l  
..................... .................. : ............................ I... 

N P V  > 0 IRR > hurd le  r a t e  

Source: Rondrl S. Fcche~ 

The discount rate which makes the NPV = 0 is known as the IRR. If the NPV formula is used with 
the IRR, the discounted costs will equal the discounted benefits. The IRR is useful because it can be 
compared to the cost of capital for the investor, or any other benchmark rate of return that the 
company targets. If the IRR of a given project is greater than the target (often called the hurdle rate) 
then the project is attractive for the investor. An investor would not choose to invest in a project if 
its IRR was below the hurdle rate. 

The incremental cash flow resulting from the sale of carbon will increase the R R  of a project and 
make the project more attractive to a funding agency for investment. 

Sensitivity Analysis 

To check the sensitivity of the indicators to key parameten that affect the project performance, it is 
important to vary some of them between reasonably expected values. The selection of parameters is 
specific to the concerned project and is based on the experience of project developers/Fls etc. Some 
of the commonly tested parameters are price of the main product and by-products/se~ices, demand 
of the product, etc. The analysis is often very sensitive to discount rates, so  i t  is also imponant to test 
the results across a range of discount rates. 

ii) Additional Costs & Revenue for CCMPs 

A CCMP will have both additional direct financial benefits, e.g. the revenue from the sale of carbon 
credits, and additional costs. The amount of carbon revenue depends on the number of credits the project 
generates and the price per unit of carbon credit. Because the potential investors will have a wide choice 
of project opportunities, the Indian project developers must estimate the costs and benefits realistically 
and minimize the controllable transaction costs. This is discussed in more detail below. 

The additional costs of CCMPs relate to three requirements: the cost of developing a CCMP document 
and getting it approved, the cost of monitoring and verifying the emissions reductions and the adaptation 
charges to be paid in case of KP related investments. All of these costs must be borne by the project, and 
therefore will affect the retums to the investor. Including additional costs and benefits in the financial 
analysis modifies the cash flow as shown in Figure 5 
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Depending on the type of investors, after receiving the approval from the host country (Indian) 
government, the project developers may submit it to the international registry program (like the CDM 
Executive Board of UNFCCC or to private registries in case of voluntary investors) for regisuation as a 
CCMP. After the registration of the project as a CCMP. or in parallel while the regisuation process is 
proceeding, the project developer can start marketing the offsets to various Carbon Funding Institutions 
to get project funding. 

A number of privote organizalwns (like Oregon Climate Trust. PCF. BC Hydro. C 4  and CERLIPT. 
Netherlandr.) haw alrcndy floated tenders for purchasing corbon offsets for developed as well as developing 
cowries.  A3 the srandard guidelines for developing and funding CCMPr are evolving, these organirafions have 
barrd thrir guideliner for approval of projects on the current understanding of different mcchoni~mr and 
negotialionr. Some of these guidelines ore anached in the nnnerure as n ready reference for the project 
dw~lopers .  

G. Financial Closure 

Aher acquiring the above clearances, the project developers have to submit the project to different 
financial institutions for funding. This submission is generally done in two stages. At first the Roject 
Concept Note or Initial Screening Report (ISR) is submitted to the financial institution and after their 
acceptance of the concept note, which is technically the Detailed Roject Report, the project is submitted 
for final consideration. 

Renewable energy projects are eligible for special financial benefits in some cases. To qualify for such 
financial benefits, the project developers have to submit the project to the concerned departments in the 
respective state governments and to the Government of India. For example, a renewable energy project 
will have to be submitted to the Ministry of Nonconventional Energy Sources to be considered for 
financial subsidies*. 

The projects involving sale of power to the utility will have to negotiate a power purchase agreement 
(PPA) with the utility. The PPA has also to be endorsed by the concerned State Electricity Regulatory 
Commission (APERC, in case of Andhra Pradesh). Beside the other standard clauses. it is important to 
add clauses clarifying the ownership of Carbon Offsets in this agreement so as to reduce the risk during 
the sale of these offsets. 

The Project Developers must ensure the source of funds that the ministries would use due to 
requirements of ensuring financial additionality 
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H. Validation & Registration through Independent Operational Entities I 

Validation is the process of independent evaluation of the project design document by a third party 
designated as operational entity to impart transparency to the project development process in 
general, and to avoid generation of invalid GHG reductions. Registration is the formal acceptance as u 

a CCMP by the nationalhost government and international registry programs. Registration is 
required for the verification, certification and issuance of carbon offsets. The designated operational 
entities selected by the project proponent to validate a project activity shall review the project design 
document/DPR to confirm the following requiremenls: Y 

Environmental impacts 
Emission reductions 
Sustainable development criteria addressed by the proposed project activity 
Baseline & monitoring methodologies 

Figure 7 : Validation & Registration Procedure 

Design of Project activity; submission of Project Design 
Document to DOE 

I DOE: Checks validation r&uirements I 
In case of deviation from 
aDDroved Methodoioav 

Approved Methodology EB: To consider new 
methodology 

/ - I 
Exe. Board If approved, DOE: Finalize 

Project activity rejected, 
possibility to start process again 
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Figure 8 : Climate Change Project Development Process Flow Chart 
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MITIGATION PROJECT 

* 
MOEFModal Ministry 

S u b m i i s i ~  10 UNFCCC 

DOE 

Sutmiision to conventW funding Prajet3 Deve-r 

v i m l i i s  1 Construclian. Ccmmissioni~l 

v 
FINANCIAL CLOSURE 
OF THE PROJECT &wcv.d d PPA. Slate E k .  Regulatory Ccm 

- - - 
Determhe me optimum size and - 
tech- 10 be utilized. 

PKjea DevekF.3 

Thchu" B e a u  C r o p ,  Inc Grrrnhovr. Col Pollution Presnrion P r o j e o  Climoa C h n n , ~  Supplrnrnt 29 

- 

, T e c b e m n m E  leasibillly repon 
weparalion - DPR - 
RqislraI i i  d application by svbmining 
DPR lo Slate W a l  Aaencv 

T - 
On gnund survey by Stale Nodal Agency 

I State Nodel Agency 
TECHNICAL 
APPROVAL OF THE 

T 

PROJECT STAGE 
Accepfance d DPR by State Mdal 

A a s m  - Indealing technical acceptance - 



CASE STUDY ANALYSIS: !ZATE OF ANDHRl PRADESH. INDIA 

The development of m w a b l e  energy polcct as a CCMP in thc Swe of A& Rdah. 

Mnin Rde - h j m  Lkveiopm 

Step 1 - Assessed the availability and swainability d raw materials 

Step2 - Assased the financial rrsaum 

Stcp 3 - Devnnioed thc optimum size and tshodogy to bc bcutitiscd 

Step 4 - TechmKconomic fCaahlity ~ p o r c  peparad - DF'R 

Main Rdr - Non-rmw~~lmol Enrrgr &,rlopunr C D ~  4 A d t r n  W s h  fN&LKAPI 

Slep 5 - R e ~ o n  d appliution by submining thc hc to NEDCAP 

Stcp 6 - Visit of site by NEDCAP o f i i a l s  

%p 7 - Acccpaorr of pmjecl by NEDCAP - Indicating technical aoxpmm 

Step 8 - MOU bcnvecn NEDCAF' and Reject Dcvclopa 
~ C M C C C ~ ~ ~ ~ C - R S . I ~ ~ ~ I ~ I O N E D C A P  . Bank Guarantee of Rs. 25000 1 MW towardr financial close aitbin 6 mrmhr. aim r, 
extension provision for up lo  I8 mmths. 

Stcp 9 - Apphcaticm f a  common approval lhmugh pMibcd fanms d k Caarlbcd 
Documcolsooo ad Ckuure Cut- d thc Cootrriniomv d hdvnner (a 
ahanauly) iodepeadauly to differmi dcpvmrn fa 

Land use ckanocc I lard use convaum 
s Cleuurc  from APPCB . Gmmd water 1 surface w W r  lrtllisation c l r rnarr  

Prmtr P m h K  A p m m  with AP Tntrrco lkis m y  have 10 q o m d  md 
initialled after thc rppmval by thc AP Ekctricity R e p h a y  Comnnim 
RNnciog Amngcmnt I Lncemivcs 
> IrnDcpCci. t ion 
> Exemprcd fnnncxcisc 
> ~ h n y c a w a s i o n  



crnr ,: ~oja ondwmnt md Rolncing - Sub<-k 3.B: TA fa Dcm005Vdliaa fa GHG Rcduaion in One Slate a 

IV. APPROVAL AS A CUMATE CHANGE MITIGATION PROJECT 

Main Role: - Project developer, Nodo1 Ministry (MNES for Renewable Energy Project). MoEF ond Climare 
Chongr Fon'litntion Cenrre 

Step 10 - Incorporation of the Climate Change Supplement in the Detailed Project Repon (with the 
help of Climate Change Facilitation Centre of Development Alternatives) 

Step 11 - Submission of DPR to the Nodal Ministry in Gol (Ministry of Nonconventional Energy 
Sources) 

Step 12 - Submission of DPR/Presentation to the Ministry of Environment & Forest (MoEF). Gol. 
MoEF will issue a "Letter of Endorsement" 

Step 13 - Submission of the project to UNFCCC or other registry for approval as a Climate Change 
Project 

Step 14 - Submission of the approved project to different carbon funding institutions 

V. FINANCIAL CLOSURE OF THE PROJECT 

Main Rdc: - Different Fimncinl lnrriturion and Government Development Agencies 

Step 15 - Submt the DPR and appllcauon form to domest~c Fls for financ~al asststance to the 
- - 

project to ensure tjnanctal closure 
C 

Step 16 - To avail of the financial benefit as provided by MNES. the project may then need to be 
forwarded to them for their approval - =. 

Step 17 - Consmctton and Commissioning. a 

m 
lb Lovb Bergrr Gmup. Inc Grrmhout Car Pollvtion Prcvrnria Projm - ninvrr Chongr Svpplrmt 3 1 



ANNEX A. 
TECENOLOGY TRANSFER 

The tnm "technology transfer" is uwd m this GHG Road Map f a  popcr developas m is trmda 
sense. i.e. to corn a broad wt of pmcasa hat %add tecimid &m, upenarc ad 
eql@malt for mitigating and adapting to ctimstc change to and wmg he ndbpk artcbddar 
mcluding govaumcnt agencies. pivate -tor entities. 6mmiaI mmattiaPs NCO+. 
rescarcht&atiwinsti~andhelocplconanmi~.lothe~dbyheC~mdof 
the pticular Articles of tbe UNFCC CoavcntioR the term " tmnfd  is used exchrmFiy m &fmc he 
specific diffusion of technologies and technology ccwpaalioo pcnm and wi& As p a  he 
carvention, the tnm "technology IlaISfn" mainly covers lcchnobgy lranrcr pnrascs bmm 
developed counhies, &velopmg couobics and cambies WW =manics in hmaibim a d  is a key 
aspect to ensuring that he advanced t e c m a  help UK developing camlries in acbcvmg a *sr 
e m i c s i  intensive path of develapnent. It coolpivs the p c s  of lesrniog to tmdaaod otihpc 
and replicate the tecbndogy, including the capacity to c k  and adap he tecbodogrs m b d  
coodilions and mtepte hem with bdigmaa technologio. 

Global ecooomic growtb is currently leading to orrrrwd c- of nw mP)crirtr. los of 
naml  habitats, mergy use and poduchoo of -. Achieving he ul(irnstc of he 
UNFCCC will require technobgtcal hmvation and rapdkidcspcd hausfa of and 
know-how for mitigation of grernhouse gas emissiom. Transfa of talmology fa aiqwahm lo 
climate change is also an important ekmol of reducing vutwnbility lo c h u t e  cbmp. 

h tbe pan, techodogy transfer bas successNIy conmbuted m he sdutiaa of a %* of IoA ad 
globai ~~~iroomenlr l  prcbkmr. Tbcse arc a rcsuk of n v c a s N  & 

. . 
of-. 

mcreased cwsumrr and business awuroerr. access m infomutkm, cprlt). buikimg laaob*  

k i n g .  relaxation of bade barrim, and a m i v c  reguhkq 6-amcwm-k 

This technological imocllioo m t  occw fpsl emugh md coahnuc o w  a penad of mac m .Urn 
ultimately stabilization of pcdwusc grr carcnbabam and r a k e  vutanbilaty to ctmn* c-. 
Techndogy for mitigating and adapting to c h t e  change should be ens O y d d  
should suppcm suaainable developncoL SurPmabk &vcbpnco( m a global WAC dl rcqmrc 
radical technological and relaled cbangcs m boU~ dnrloped and dnrloping cam* Dndc+mam 
witb modern imowkdge offers many oppanmiba m avoid pasl Me p a i c e s  a d  w\r 
more rapidly towards b m n  Iccbndogies and tccbnqus. To AIICS'C chrr d c d q q  a*paa 
require assistance witb developing b w m m  cnppcily (know*dge. teckmque3 md imManrm rLilh), 
developing appqmiate nmhrmmr md od and with -8dqwiog ~pcrlfr brdm 
Tecbm& eansfcr, m psmcular fmn developed to dc\.cbpi~~g coratrics, IUE& thacfae, mu 
ihae sohare and b a d w m  chlkogcs. 

Technologjes that may be suitable m each of such mntak m y  d i e  e. Tba mrba 
n n p o r t l o t t o e n n n r t b r t b n m f d t e c ~ m e d b a l n e e d r a d p a i l i a . I h a o a c a i y t L  
likelihood tbrt they wiU k wcrrrsN, ad t lvt  lberc is o m t c  A h n g  a w h m n M  Tor 
pomoting  en^^^ Sound Techdopes (ESTs). 

A ~ t e C h a n p M i t i ~ ~ l b o t o m c ~ r r r t l i a r c q u b a r r m m h e ~ l r p o r t r ~  
beeligr~c.Tbeiahmlogypopovd~hepmjec(andhepaarofm.dqMoomUKbQt 
country bas to be vaificd rigorously. The technology should k weU proven m he country of m p  
and applicable io the host counby with a6labk human ICKRUCS It sbould bc amscd thrl he 
p~~andtechodog) .be ing&dcaobeetr i lyqWadih*dkmobodar  



KeystaLehddasink(echnologyuRrpa+ssiIKh~dcdnrrlopas.ownerr,mpplicrSbu)ss. 
mipier16 and llrcrs of tcchodogy such u private hms, state m(npi9eg ad iadnid\ni cmamcr~ 
sinanckrs and domg govanmentr, m t u r h c d  ktilutiom. NGOs and commmiry grapr la somc 

- ~ 

pmvi&, business c-bane and fmanc2 fomcfomc. AhhouAhbough mLcbddos phy d i m  m*s hm is 
a need fa pamedim to mate succasful bamfns. Govawmts cm fscilitak a r b  prmrsbipa 

policy (Table I ) 

Tbe process of tahnobgy tnnsfu involves pofusionats han a vmidy of k g l m a .  iuchdiag 
bwks~, law, tiname. acowmiy bade. pdrW ecoaomy, mwmnd. cducltna. 
commmkaijcm.dadstudics. H o w ~ a , h m a r c a D m n b e r o f ~ m m u g b r h i c b ~ a d  
~ahnobgiestplrepke.Theyvarydcpcodh.lgoasecta.uxmhyandmd~~f~.Camm 
appacbs khde government arsistloce pmg~ma, dmct p a c k .  bade. knmog fatip dimel 
iov&mmt,piot nnhues. cwperative -b anaupenr06, and cducaboo md Inmiug 

~ t c c ~ ~ f a ~ e s s e s c n n b c c o m p k x a n d ~ t ~ c a h m s t r g p r p a b e d c m 6 c d  
These may mchde the ldenbljcabon of mds. cbarr of technology. nmmmt of  momtras of 
traosfu. a m t  and unpkmotabm E v A s b o o  aod adjusbmnt to local mdmms. ad 
rep~cawaareothervoportantslagcs L o a d r r w ~ e a - b d h t c c c c b o o l o g y t r a d a m ~  
cormdacd effecb~e. M m t  cntcna can bc apphcd The cntena can be mu, foam a*gmq 
namely. (I) gas (GHG) and ca~vommtal. (11) c c o a m ~  and s o d  (m) a&mmaamr. 
& b ~ b d  and pohbcal aod (IV) p m a  

T.Mc I: Rhcipal stakebolder and tkh. dcddou or pelkkr im tcel.obg truda 

. 4 1 w  A Technology Trnnsfer 



ANNEX B. 
SUSTAINABLE DEVELOPMENT 

A ~ l a a d d c f m m o o o f u d k " k ~ n Q a r p m b y i b c W d C ~ o o  
EnvooomentlodDnrelqmPnt@oprtatylmorunaBnmdlhad~)m I987 T b c y M  
"Swmmbk dcvciopmcot" as deMhpnd artuch "mac(s Q IKC& of the m-rbou a c j  
I h C ~ f y ~ f ~ ~ b ~ ~ ~ ~ ~ d r n ~ ~ "  kBnndhod-- 
p q N l a b c o E o n r r d . f o o d v c u d y 8 d ~ a p p l y a c n b c a l ~ ( ~ s o f ~  Socc&RKl 
S l m r m t m h n e 1 9 9 2 8 d ~ a c b p b a 1 o f A & 2 1  b y t h e g l o b a l c u m u m t y . ~ - h s d  
~ a s a k e y @ o f ( h e o d m ~ h b n y r r u l r m a b o o l l c o r p a n a m b r r h o a d q c d  
"-W aammrporarcvahr  

~ c o o c e p t o f d k d c v e l o p r r o t i s g u i t c d i d o x t ~ c m m m i c @ d ~ ( b e  
IimiuDoo of emmmic indicaton like G W  in e g  Q true WCU bciog of o*nm. lmbd 
d k  development iuchdeJ the Mdcr psspectives of potaty akvdkm. baktKPc ad 
educatioq ad mm. btoadly. (be social, e c d ,  en ' ';II.odtdmohpdadbciogdmt 
society. ~ a & g  to Q wdd R- ~nrtitu~~, the four dbrrmiom s w a i d k  devdqmmr 
are social, ecmanie, cwboameDlll well bciog ad IechmlogKpl Tbcs fl pmi& a 
hmcworL in which to specify details f a  cormtrieJ at a given mge of developcot' 

h ~ d c v e l o p r r o t c a r m o t b e c m s ~ d a c d d k d r s s ~ r e d u c a p v a r y d o d d r c s m t  
livelihood g u m a h a  Out of W ' s  rlmost one b h  popululoR mmc lbn 360 mlhoo pcopk re 
below the pobacy lm To tackk tbe challmga of d l c a t m g  poverty. W ueQ rnpd ec- 
path. But the ecoavluc grow& must nol focus on s b o n - t w  gam liooe ksuoyq tbc d 
rsource baw artti potentla1 fa the a l lemon of poverty For apnpk. pcpmmg lard 
resources 1s cnbcal for hmvc generaom to p w  food 

F a  measmng the Nmrnablhty of a  devclopmcot w. a useful way IS IO st*cc ad argmac 
&tons m a  prcsnoe (cause), state Omkmg effects), raponas (policy rum) d w t  Tk LX 
ckamsmn oa Suslamabk Development ldmhrted mhcatas of s d k  dnrloparm lang a 
pessurc-rtatempomc frameuork Tbe rrsultmg d m t o r s  are unmdcd fa use n the otbmrl lo* 
Sbe Coommnm hbrougbl out a  IIS of about 130 &atas fmm w k b  commes could CbOOSC a 
d k r  set to reflect nahwal pnonlics, goals and s b a k p s  (See Table I f a  n exmpk of tbe 
~~dale-rrspmse h a m e a d  ) III~MII clunate change rmugaboa pro)cctr mcludmg CD3I ~rp). 

adopt the smular pw fnmeworlr for selectmg 1 ldenulju~g SDk 

TABLE 1: W[AhRLE OF PRESSURE-WAKRESPONSE -0RK 

' Wold R-cs Inrtiw. 1992. Wald R-6 R c p m  1992-93. Wlsbmgog DC 



M o t e  and PubIic Corporations 

A number of private and public corporations such as Shell, Bristol-Myers and Ontario Hydro have 
established SDls to assess the performance of their business units and enterprises. In some cases, the 
assessment is conducted for internal managers, in other cases for external audiences such 
shareholders, consumers, or government. Companies have used individual approaches, employing 
and combining internationally approved standards and indicators (eg. ]SO, Global Reporting 
Initiative, and other Social Accountability standards and measures). 

National governments 

Several developing country governments, such as the Philippines, India (as mentioned in planning 
commission document) etc. have adopted SDls, often as part of national planning exercises. A unit of 
the UN through workhops and technical assistance has supported these activities. The United Nations 
Division for Sustainable Development has conducted regional and national meetings on SDIs in 
Bangkok and Manila, respectively. Out of these activities has emerged a sourcebook on SDls and a 
working list of indicators.' Some industrialised country governments have also implemented SDI 
initiatives. In the US, an interagency group has developed a list of SDls.' 

Although the Government of India has not adopted SDls, several organisations in India have 
implemented initiatives to measure progress toward sustainability. India's Ninth Five-Year Plan 
emphasized measures to ensure sustainability along economic, social, and environmental dimensions. 
Many required actions 6om Agenda 21 of the United Nations Conference on Environment and 
Development have been incorporated in the plan document. Objectives of the Ninth Plan include 
reducing the population growth rate, ensuring en~imnmental sustainability through social 
mobilization and participation, and providing basic minimum services. 

Using SDIsfor decirion-making 

SDls are merely a tool that can be used to improve decision-making. In the context of climate 
mitigation projects, information about the sustainability performance of the projects would be used to 
make decisions regarding their design. replication, modification, or discontinuation. Such information 
can also be used by the Government of India to rank CCMPs and select among competing projects. 
The Govemment should decide on how to use SDls in the CCMP process, and then select the set of 
SDls and establish a procedure for their application. 

Seleaing a set of SDls 

Lists of posnble SDls that have heen created by practitioners can easily run over 100. With respect to 
selecting SDls, practitioners have found the following to be desirable attributes: 

Uscr-IXendly 
Simple 
Robust 

' Few innumber 

See <<http://www.un.~esa~~~stdcvIpogram h W >  
3 "Sustainable Development in the United States". A Rogess Repon Prepared by the U.S. Interagency 
Waking Group on Sustainable Development Indicators, Washington, DC, 1998 
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Almatgh the bem66 ofa CCMP PC nimrrom, such popctr atso bnn iobarm mts imhding sbU 
undefmed global climate changc policies. lack of cobuent mticaal p o h q  ad larrrpm crboo 
offsct prices as well as the mad project risks political risks, m I r i s l t , ~ t o p t m t t  
operating and -ti00 c m .  and Earb flow diacumcs. T k x  mLr PC m  ddmoo m th 
bddithd risks associated with project fmmce ad j& vcoblns bRroca pnties m  diBrraa 
counhia. Rojcct mi pmfiks mil c b  OW timc. fdiing as th conmuctioo pbzv irpr, mfy to 

. . 
rise again when new risks m  the inpkmnlatioo +ad mmitorhrg/vcn6aboa stages qpcr. Rahpr 
the most complex risks mil be kgdl riz4 .r cbc framcwat f a  CCMP popmy rights a nil 

evolving 

> Technical rir*r: lower than expected Iechniul pafamaux, which ICSUII in im eminaa 
credits. Tcbnical nsks khde tbe ryp of pss4 the ~p\mutm d 
development tist. scheduling and timc &lays. a d a b i h y  and quality of cadnctas ad 
l a b o l l r c r s . x c e s s t o ~ t e r i a l s a n d ~ p u q c o s t o v ~ + a d p m M e o a r e ~ ~ ~ ~  
of Dew techwlogy. 

3 Poiicy rirLr: risks arising fmm policy shifts nt born astioapl ad danuiad I d  At 
u a W  kvd, mvinmmmal rcgulatlom a energy poboa c d  chogc b n n t d l y  - 
enanpks would be levels of subsidies on fossil tuck, rrguhtioa of new cmissim momnir. 
and ma. Such changes could r& a pmjact 'non-addibcd.' od bum mchgjbk. rn cbc 
short period between commmcmrot and appmval. Evm lRer a prorcc ha ban  WID\^. 
policy shifts Ewld affect the validity of a prrticular k l i n e  ad + fimm &a 
Internationally, supplcmmtarity rcsnichons could affect the mtmbcr of h a  dw brc bc 
sold ma particular country. 

3 M&rirfr :TbewrisLsarrt icdtoktuabbmmcbc&rmrl&arbaa~prirrs 
forCPbmO~ndrektedrmisriooncdiuUchrc~~Lrgetimc~bmreo.ormthf 
mvesbmmt and the fmal sale of Cabs, Offs*s, price fluCnabbm ad tbe p o m i  etbxs of 
market coUmii could dnrmtically affect carbao revenue. 

3 LiEbayriSk O o c o f t h e ~ - ~ ~ I Z S E O f . ~ l h , a ~ t ~ a t l f i a - a ~ U b c * g r I ) ) -  
Itable f a  ~ m r r  LO the rakubbou of amsstoo rrducbas f a d  f a  f n d b m a  m r a n m a k  
Much of this liability risk would from & to c a t i k  akn & 
veriliiation/caiifiatim poccss. Thc shifl m the rirt cao be rcfkctcd in tbe b-ar9ctm mrt 

3 Q u a t i m a  risk A CCMF' pojcct migbt b e  iaiigibk fa osdibng aitu * Ins 
canm~lced but bcfm it is f amaUyappod  Anarpoplcwcddbcapqer t  f u s n g M  
q u a l i f y u a d n C C M P ~ ~ l A c r i t ~ h ~ i n p ~ - 4 b c c r m r o f i b c  
particular techwlogy a mitigaboa shatcgy copbyed Qld&abmmLraddach.* 
rrducmgcbcncdit ingl i f~ofthepmjactdue~pdicyrhmgaamcboddogrrl  
~ t i e s m m e a s u r i n g ~ g r r ~ .  

l k f o ~ g a r e p o ( e n t i a l m L r t h a t a c ~ m a u y '  .. I o a n w q o d r e r m  
exclusive to a CCMP. 

> C~&Tbencditworthhrssofthe~mhg~ti.bilimlltelopm.bads 
gupanlca. kaa. and imunoce policies arr a pocrmkl ti& Tbc ca&m m ~ a a  would 
cooducltheirducdiligme+adthenrd3trisimrylnmpalbcirdec~ 
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9 Counhy/pditical risk: These risks are associated with major political changes. They cannot 
be anticipated or controlled, and they can result in significant economic loss. Examples of PT 

such risks are: the expropriation of property; the imposition of crippling new taxes, tariffs, or 
export restrictions; currency devaluation and foreign exchange restrictions; and taxes on 
repatriation of profit or debt servicing. Country risk can also include differences in the legal 
and business systems in the two countries. Mitigation of ths risk depends largely on the i 

investor's knowledge and experience of the working environment of the host country. 

9 Environmentd, hedfh and s a f i  risk: This risk comes 6om adverse impacts on the I 
environment, whether intended or not. It includes the occupational health and safety of the 
employee involved in the CCMP. Environmental costs may include: fmes and penalties for 
pollution; the cost of preparing an Environmental Impact Assessment (EIA) and obtaining 
any necessary permits; cleanup costs for contaminated sites; and the costs of an m 
environmental audit. ElAs usually include provls~ons for adverse environmental impacts and 
estimate the likely costs of those actions. 

9 Force majeure: This risk applies to any unforeseen natural disasters - lightning, earthquakes, I 

floods, fires - that could seriously jeopardize the success of the project, or lead to major 
liability for the developer. The surest way to mitigate force majeure risk is through insuraoce 
coverage. This is relatively inexpensive and may even be a requirement for borrowers to m 
obtain third party finance. 

.. 
Ruk mifigmbn mahix 

Y 
The confidence of investors will increase if the developer demonstrates a proactive attitude toward 
mitigating risks. A risk matrix is a useful tool for this It should include the following elements: 

9 The categories of risk in question; 
9 The exact nature of the risk,  

I 

9 Which parties are most affected by the risks; 
~ - 

9 Mitigation shategies adopted to counter those risks; and 
9 The fmancial or other consequences of any mitigation instruments and strategies. 

ii 
.- 7he table below lists common nsks facmg CCMPs through vanous examples. ?he last column -. 

suggests Instruments or sbategies for mibgation. ri 
Table: 3 <. - 

Technical risks Conshuction andlor operating costs 
are higher than expected due to 
inexperience or complications with 
use of new technology. 

8 Delay in implementation due to lack 
of availability of raw materials or 
spare parts and/or unreliable 

Performance Bonds and completion 
guarantees by suppliers, contractors, 
and sub-contractors. 
Commercial & export credit guarantees. 
Incentives incorporated into contmcts 
for timely completion. 
Swialized emissions reduction 

I contractors. I insurance. 
Market Risk I Estimated carbon values used in / Development of more reliable market 

financial models are over estimated, forecasts and carbon revenue models. 
resulting in insufficient cash flow 
for ongoing project implementation. Carbon Offset prices through 
If global economic and .- 

1 
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Liability risL 

tcchmlogical p w t b  is s b w a  than 
expcchd, it will be 1- cos(ly to 
rrducccolioioar 
thaeby rcducmg the market price of 
cub00 Offsar 
AncrmrmemissiooRduch 
calculatioo is discovered and 

1 b c m t n m f d  

pnce caJd also be bva tba tmda 
riJhmnmtel,lkn. 

Pditical'camby . Majorchrngs m the pdicicsof the Mamrpod.of U ' g m i t h b o a  
risk h0St-w c m w  -L 

Economy of tbe bosr camby is • tntnartioorl@Mmt-. 
destabilized CoonrrePlmaroaCdcrponcrcdn 
Laws of b m k y ,  rrpabiatia~ ek BUrP-- 
u c ~  . L m l l k e D s h 9 , ~ o f t b c  

pojmandbuy-mof&llmtcbddss 
through public ad lml 
callmt and hbour. 
Patfohoraroxhmtbemnofcdm 

Cmtarr6Mtioo discovered oo 
project site ~I+X to impkmmlltioa 

&at to cu~tua~ hritage. &gating 
funor crediting polcatial. 
Sub-conbaaa violates eximog 
pnmirting rcquiremcok m causes a 
toxic spB. 

L C S S ~ ~ e m n i m  
~ n c v a i W P D d ~  
as Cnboo offscu tbm arc 
tahoicaUy xhiev&Ic 
Delay m m i i b h  o f p m j d s  
rmisioo RduEtims, resulting m 
fcwa thvl expmed CPboa Of&&. 
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. . 
country and the investing country. Finally, the contract should specify the insurance coverage on the 
project, and include information on the risks and terms of this coverage. A developer may be able to 
secure 'title insurance' to protect against conflicting claims of ownership. 

As in any international business transaction, an increase in the number of investors, bansferon, and 
tmnsferees, will geatly incrase the legal complexity. Contracts for emission credit kansactions should 
therefore clearly stipulate the location, legal system, and governing rules for the adjudication and 
resolution of disputes between the parties. The legal frameworks of the host country should be examined 
to ensure that these agreements would not be dishonuured. 

Legal and contracting issues for CCMPs are complex and will likely increase in importance over time as 
1 !  the market matures and the potential for disputes between parties grows. The above suggestions should 

not cake the place of professional legal adnce. 



M e n ~ i c a n c e d t o ~ l e t h e s n i s s i o m o f m a c t b a n m g r c c o b o u r c ~ n , a a c a o D d r s b  
wba! the rcktivc iopact of dilfacn( psm is. Gbbal Warming (GWPs) rr oae of 
s h n p l i E u i e d h d R b a c + d l p e p p d a t b c a n b z c M b e l s c d h e ~ ~ i n p x s  
o f ~ o f d i t f w l g a r e s u p o o h c ~ c s y s ( a n m a ~ ~ o c m e . T b e i n p r t d ~  
~ s n i s s i o m u p o o ~ a t m o s p h c r e k & a l n d ~ ~ R d P t i V C P m P Q ( i 4 b u . k o b e t b c ~  
charaaerising the rcmoval of h e  suMamx fmm the almsphac Radhtiw popsties cmnd he 
absorpmoofradiatimpatilogr;rmofgarprrsolol~nyhstanLbu~lircrim(a.dlurmmk) 
c m m l s h o w ~ l o o g a n n m P e d W ~ i c m a m d i n t h e ~ n d b a r e i r ~ b e ~ m t  
-bud* 

The sldpb( aod e5st ofditfereat GHGs vria cmmnsly. GWR lakc he mfkcd mui&s pb 
sccolmcthnebyenabImgmt~losboPrtbcRtativr~eof~GffiemadomTbc 
k t  GWP of mchane, f a  nanple, ir dcfmed m dK EuraJamr dbsd e&xc m he yaxq&n:'s 
mngybudgctRsultinghaoae-hlogrw~kawofm~m%mhedind&ofaar- 
~ m l c a v o f C O Z . T h e G W P f a t h e ~ ~ ~ ~ a e d u n d a h K y o t o R o ( o c d n p i v c o m h e  
tabk below. 

TABLE 3: GLOBAL WARMING POTENT1ALS.SOURCE: IPCC(j9M); UNCCEE(IW9) 

Nitrous oxide (NZO) 310 1 
I 

Hydro fhvwocpboac (HFCs) 120-12000 



ANNEX E. 
GUIDELINE FOR CCMP DEVELOPMENT - CLIMATE T R U S  AND 

BC HYDRO GHG OFFSET TENDERS 

Although the Kyoto Protocol has not come into force yet thae is a grown mthush among cbc 
countries, which have ratified it ahrady. in addition, s c m l  multinational conparuCr, csprmliy 
thow in the oil and gas, electne utility, metals (steel, aluminum etf.) sectas Pd ma+l U. S. 
state govcmmmts have PrmcHmced +vluntary GHG emission reduah scbmrr  Tbcs schemes 
permit the entities, which have high GHG cmisslms in deciding their own sb.tcgv to vohnta1i3y 
curtail their GHG emissions. As a lrsulr xvcral of h bodies h p b ~  shown mlcrrsl m prrclnsing 
emission reductions from projects in d c v e l q d  as well as dcwlopmg awrbitr As cxptacd 
tbcse have developed k i r  own knns  for qualifpg projects. h hns been ohsm7ed that nnjaity 
of Ibex are basd on the same undrmandmg as lhat under the UNFCCC. 

Roject developrr; hwn India have also applied for many of these schemes m rhc prsl rht wcrc 
applicable to India. Thc terms of two of such Request for F 3 q o d s  ~ I C  amehcd for ref- of 
the users of this Roadmap. These are: 

BC Hydro Request for Gmnhouse Gas Offset Ropospls md 

The Climate Trust and Sea& City Light 2001 Rqucst for Carbon Off& Pmject 
Roposals 

A n n a  E. Guidc1;nr for CCMP Dnrlopmnr I 



The Climate Trust and Seattle City Light 
2001 Request for Carbon Offset Project Proposals 

Phase 1: Project Summary Information 

T b L R ~ i s e o t ~ o ( T c r ~ ~ C l i n u c T F e n c x S a ~ C i r y U ~ t ~ p . r r h u q r i g U . g o o d r ~ a n - c a . d  
rmbmisiw of p o j x r  p ropa ls  dw mi c m l c  layrigbls wbaitocvn Tle Tmsl ad a l k  m hr I. -1 
any projcclpmpowl d nc m t b o d  lo .FILP( lbe ecommiulIymorl farplMc -1. w my p-I i t  dl. id may 
accept .ay p-l rc8udlc.r of r b c l b n  11 conforms lo the 1-r of !his RFF. +bc Tnar a d  d k i t  dirrcm 
ofliocrs..~cmtr, ~ l o y r c r o r  w i @ s  are nM Sable 11 Lw or a1 equ$)r lo a?. pojcctpr- a p u t i c p v l  n u.rol)a 
p n y  for amy dcckiw by =my dlbcm =garding nlbmistaa. accept.ncc, rrjrctim or modnriatbm c f a  pmpowl.cr a u y  
ahcr cmocctim rib this RFP All cors directly or mdirmly ~ I a l c d  lo prepsnlbm of. pr-l a ubrmrrr- rWI k 
lhc sole rerpomibility of. d shall be bw by. Ibc dcvclqcr ofthe project p-1. 

The Climate Trust (Tbe Trust) and Seattle City Light (Seattle) a~ solici~iog cPboo 
offset projects hat I) directly avoid, displace,or sequester cabw dioxide e m i n k  [or h s e  
of other greenhouse gases for Seattle], 2) will be implemented in the hrmre. 3) w d  not be 
likely to occur in the absence of offset project hmding, ad 4) can quantify the Carbon Dio 
Emissions Benefit. 

Respwses to this request for Carbon Offset Rojeci Proposals will be cmsided to mm IAC 
offset needs of Tke TNSI and Seattle (jointly referrad to as  the Requstcn). 

The Climate Trust is seeking from 3 to I0 projecls lo me* a need of mtracting for a 
minimum of $5,500,000 hi projects involving carbon diaride omerr on&. 

Seattle Citv Lieht is seeking from I to 4 projeas to me* a need of contracting for 
247,000 rneuic tons of carbon dioxide equivalent 6m offset projects involving c a r h  
die-ride or other grtrnhoure gases. 

The Trust is administering the process of solicitation and evahtation of omct pposak  oo 
behalf of both organizatioos. Roposals will be considered jointly by the Rqumers. Roposas 

I 

need not indicate to which organization they are proposing. The TNSI and Seattle sill make 
independent decisions regarding the selection of offsets for contracting. Offwc muacts might 
involve either or both of the Requesters, dependiig on tbe selections made by each 
'organization. AD communications regarding this sdicitation are to be with The Trust. 

Tbe Requesters have set a goal of signing contracts for offsets bylanunry 3 1,2002. PLa+ I 
of tbe process invokes a rcqmrsl for project snmnury inforrmtk.. R a p w a  are 
limited to ten pages of text, plns a conr shed and appendices. Responses arrdmt by 
T o d a y .  April 10, ZWl. The Trust will %ran the project summaries. select a short lia of 
projects for whim to request more &tailed Phase 2 pmject proposals, d work with Seaale IO 
select its SbO(t tist Phase 2 will involve evahration of detailed projecl proposals, prrlimintrr. 
selection of projects, contrasl acgotiations, and m m t  awards. For information Rgudiog 
om previous solicitation, p k a x  visit The TNSI'S web site at www.cliiubvs~org. 

- 



Introduction 

The Climate Trust m e  Trust) and Seattle City Light (Seattle) z e  soliciting carbon offset projects 
that 1) directly avoid, displace, or sequester carbon dioxide emissions [or those of other 
greenhouse gases for Seattle], 2) will be implemented in the future, 3) would not be likely to 
occur in the absence of offset project funding, and 4) can quantifythe Carbon Dioxide Emissions 
Benefit [see page 61. 

Responses to this request for Carbon Offset Project Proposals will be considered to meet the 
offset needs of two organizations The Trust and Seattle (jointly referred to as the Requesters). 

The Climate Trust is seeking from 3 to 10 projects to meet a need of contracting for a 
minimum of $5,500,000 from proj ects involving carbon dioxide offseb only. 

Seattle Citv Lieht is seeking from 1 to 4 projects to meet a need of contracting for 247,000 
metric tons of carbon dioxide equivalent from offset projects involving carbon dioxide or 
other greenhousegases. 

The Trust is administering the process of solicitation and evaluation ofoffset proposals on behalf 
of both organizations. Proposals will he considered jointly by the Requesters. Proposes need 
not indicate to which organization they are proposing. The Trust and Seattle will make 
independent decisions regarding the selection of offsets for contracting. Offset contracts might 
involve either or both of the Requesters, depending on the selections made by each organization. 
All communications regarding this solicitation are to be with The Trust 

Backeround on The Climate Trust's Reauet  

The State of Oregon requires new power plants to meet a carbon dioxide (CO,) emission standard 
in order to receive a site certificate from the Energy Facility Siting Council. The Hermiston 
Power Project andcoyote Springs Unit 2 Project, in order to meet the C q  standard, chose to 
provide funding under the standard's monetary path to The Trust, a qualified nonprofit 
organization. T k  Trust will use themoney to contract for carbon dioxide offsets i?om projects 
that directly avoid, displace, or sequester carbon dioxide, and to manage such contracts once put 
into place. The Oregon standard requires that The Trust acquire offiets involving C q  only, not 
other greenhcuse gases. 

Backeround on Seattle Citv's Lieht's Reauest 

The Mayor of Seattle proposed and the City Council approved aresolution requiring that its 
municipal electric utility, Seattle City Light, fully mitigate the greenhouse gases from its purchase 
of power from the Klamath Falls, Oregon, natural gas combustion turbine. Seattle City Light 
estimates that it will be mitigating 247,000 tons of carbon equivalent per year. Seattle City Light 
is partnering with The Climate Trust to solicit carbon offset proposals that directly avoid, displace 
or sequester greenhouse gases. Seattle is not limited to acquiring offsets involving CO, only, and 
will consider of&ets involving any greenhouse gas. 



The Requesters are seeking offsets that meet the desaiption of teeds pmvided below. Mosl of 
these needs descriptions are common to both The T ~ s t  and Seanle. Common needs are either 
identified as pertaining to 'The Requesters,'' or refer to no specifid organintion. Needs spccific 
to The Trust are identified by oaming 'The Trust." and needr specific to Seanle cur idmnified @r 
naming "Seattle " ondare shown in italics. 

T t a t  amount of ~roiect funding: The Trust bas a need for contracting for a minimum of 
$5,500,000 in offsets. Seanle has set a taTet of acquiring 247.000 mem.c tons of C02 
equnnlent. 

Number of ~roieds: The Trust anticipates acquiring &om 3 to 10 pro+. Smn/e amkipfa 
acgviringfrom I lo Q p j e c t s .  

Stze of ~roiects The Requesters are seeking projects for which tbeir fimding kvel would he 
$250,000 or greater. Proposals for less than this amnmt may or may INM he ansded, a~ tbe 
discretion of The Requesters. The largest project The Trust will consider would invdve S2 
million of funding from The Trust. The largest projecr Seatile nil1 C O N I ~ R  nmld invohw all 
2 72.000 melric tons 

Tvw of meenhouse eas As required by Oregon stahrIe. The Trust will consider o d y o f k t s  t h t  
directly avoid, displace, or sequester emissims of carbon dioxide(C0:). The Tnra will INM 
consider emissions reductions of other greenbow gases for paposcs of q u a d m  emissions 
reductions, but rather may consider cbese when evaluating at-benefits. Seoale nil1 conridcr 
o e s  that directly m i d .  displace. orpennonently sequester emissions of o n y p w ~ & ~ ~ e  gpr 
addressed by the Kjoro Prorocol, ond is mr restricted ro acpiring wrbon diman& ofins as u 
The Trust. 

Ouantifiabiliwof offsets lbe Requesters will consider only pmjects that dLbctly avoid, d i e  
or sequester the appropriate greenhouse gas (See Tw of gnenhouw gas"). and nda-hcrc tbe 
amount of Carbon Dioxide Emissions Benefit can be quantified, talciag into cmdm&m auy 
proposed measurement, monitoring, and evaluation of mitigation measure pafomuncc. A 
Carbon Dioxide Emissions Benefit is quantifmble if ibe wal amount of tbe rrduclioll can he 
determined, and tbe reduction is cdculated in a rclable and replicable manner (see k l i m s ,  
page 6). 

Timine of aoiect imolementation: Tbe Requesters will consider oaly projects arkrr mitigaticn 
m*lsllres win be implemented in tbe timue, s u b q w n t  to mtnn execu~&~. The Rcquatas 
will not consider projects where mitigation measurrs have been implemented prior to roobw( 

execution. The Requesters will require that the implementation ofmitigatioa waslrrrs proposed 
by a project be planned for completion within five years &om tbe date ofcwbacl a&. 



Additionalitv requirement: The Requesters will only fund projects where mitigation measures 
would not occur in absence of offset project funding. Projects for which the applicant or other 
party derives benefits, including financial benefits, other than those relating to carbon dioxide 
benefits, are eligible. 

Remlatow sumlus: The Requesters will consider only projects where the Carbon Dioxide 
Emissions Benefit is over and above what is required by law. An emksion reduction is surplus if 
it is not otherwise required of a sou%e by cunent regulations or other obligations. 

Types of ~miects: The Requesters will consider offsets based on renewable energy, energy 
efficiency, supply side energy (such as fuel switchng), and C02 sequestration. Sequestration 
projects include forest preservation, reforestation, afforestation, and forest management. 
Agricultural pmjects which increase soil carbon are eligible, but The Requesters will especially 
scrutinize how these projects address quantifiability and permanence. 

Portfolio diversity. The Requesters consider it important to acquire a portfolio of diverse project 
types. Projects which helpmeet this porffolio diversity objective may receive special 
consideration. 

Elieible orovosers: The Requesters will accept proposals from non-profit and for-profit 
corporations, government agencies, national laboratories, individuals, and combinations of the 
these parties. 

Permanence: The Trust prefers projects that permanently avoid or displace emissions of cahon 
dioxide, such as energy-related projects, over projects that temporaily sequester carbon. Seattle 
requiresprojects thatpermanently avoid, displace, or sequester emissions of carbon dioxide and 
other greenhousegases. 

Guarantees: The Requesters prefer projects that provide guarantees, especially carbon benefit 
guarantees. Guarantees are especially important for sequestration projects, and would provide 
important support for any project proposal. Carbon Dioxide Emissions Benefit guarantees must 
meet an additionality test, and are preferred over money back guarantees. The Requestas would 
consider the use of a pay-for-performance approach, where The Requesters pay a fixed amount 
per ton of C02 delivered over a specified period of time, as a form of guarantee. 

Portfolio  rice ranee: The Requesters plan to use cost effectiveness as the primary seledion factor 
for offsets, while achieving a balance between the desire to acquire the least expensive reasonably 
assured offsets available with the desire to acquire a diverse portfolio of projects. Ihe  T ~ s t  is 
currently in negotiations for an offset portfolio with an average price of approximately 
$l.SO/metric ton ofCO, with funding pro\.ided by a prior Oregon power plant. The Trust 
received funding for this current solicitation on the basis of a $0.68/metric ton of C02 cost figure 
(2000 dollars). The Trust is unlikely to acquire individual offset projects that have a price 
exceeding SlO/metric ton of C02. Seattle would fund its offsets from utility revenues, and does 
not receivefirndmg at $0.68/metric ton as does The Trust. 



Reotieabiiihd e x d b i l i t y .  The Requesters may consider &ability to icpliite a pmjert in 
other locations with economies of scale or to expand a project at thc original nte to be bcnelicid 
in project evaluation. 

&OmaLIhic limitations and weferencq The Trust is open 10 cwsidcriog offsts in b e o q  lhc 
United States, or internationally. It is important that The Trust q u i r e  some offscls in w. 
The Trust will give some preference lo projecu located in Oregon, and is wwc likely to coosida 
projects with W i g  levels of less than 5250,000 if they are located in O r e p  SeanIe ir open to 
considering offsets located either in the United States or internationaI~. Semle a n r i c i p ~ ~ ~  
establirhing the following geographic order ofpreference: Seanle, the greater &get Sorod 
region. and Washington state. Seattle will give s o m e p ~ d e m e  to projects l o c a ~ d  in these 
geographic areas. Intenotio~lprojects h a v  the same requirements ac /or lXe T r u a  Bo& 
Requesters reqrire an internatimal project to have bo& a sbwg U. S. parmcr and a moog 
international parhler in the host c0uob-y. Tbc U. S. parwr m u  -sign the pmposal and my 
offset conbact Host counb-y approval for internatiwl projects is sbm#y mcocmgab 

Leverage of The Reamten' W i g  The Requesvn mll evaluate the con cffecnvean of 
proposed projects on the basis of the cost to Tbe Requesters per ton of Cadxm Dioxide 
Em~ssions Benefit. F'mjects for which The Requesters provide partial funding, @or rbat employ 
hancial lmaage, such as revolving loan pods and loan guarantees are enmungcd to qply. 

Co-benefits: The Requesters p ~ f e r  projects nith environmental, health, and socioeconomic co- 
benefits, and andill request information on co-benefits from proposers. Special csmdemtioo may 
be given to projarts with excellent co-benefits. 

Retirement of c1edit.s The Requesters #an to "retire" h e  offseu k y  acquires. boldiighau in 
perpetuity for the benefit of the citizens ofOregon and Seanle, reqmxively. Tbc Requesters may 
use Ihese credits in any manner allowed under any fum greenhow gas regulatory qslem &at 
may be put into place. The proposer will na be eligible to m i v e  allocaion or d d i t  in the 
hture in another regulatory sening for the ofken acquid  by The Requaters. Tbe Requcsm 
will not consider offsets that have already been allocated or awarded credit for Earbon dioxide a 
greenhouse gas emissions benefits in another regulalay sening. 

Assienment and dc: While lhc primary goal is to ''retire" crcdig The R-as nosw the 
right to assign or sell Carboa Dioxide Emissions Benefits a c c p i d  as a d  of this regucrc fix 
proposals The T m  bas received a number of ~qums from bmsks, gove~nmeok and wn- 
profit organizabns to provide o&ts under our Gnxnbuw Gas PutDership Rognm. Tbesc 
request are hcmuental to the meds described in this solicitation. Tbc Tnra may sect to satisfy 
these q u a i s  by acquiring innnmntal ofiseu tom thc proposak submitted in rrspoaP to this 
solicitation. 



Quantifieation of the Carbon Dioxide Emissions Benefit 

Proposals must address the following considerations when quantifying the Carbon Dioxide Embsions 
Benefit and when planning for monitoring and verification. F o r  Seattle, emissions benefits resulting 
from mitigation ofother greenhouse gases ore to beconverted into the Carbon Dioxide Emi.t.vions 
Benefit m described amder "Units ofmeasurement" below. 

Additionalily: Proposals must demonstrate that the mitigation measures installed by the project would 
not occur in ahsence of offset oroiect fundine. Pmiects which do not meet this reauirement will he ... ~ - - - -  ~~~ . , - 
deemed to have no Carbon Dioxide Emissions Benefit and will not be evaluated. 

Baselines: Proposals must descnbe a Without Project Baseline and a Project Case and descrhe the 
assumptions and methodologies used to quantify each. The difference between the two is the project's 
Carbon Dioxide Emissions BeneM. Proposals must use dynamic baselines when establishing the 
Without Project Baseline, to the extent that changes from business as usual are anticipated to occur 
during the project life. The Requesters will review the proposed Without Project Baseline and the 
Project Case, and may use i6 judgment to modify them for the pufposes of evaluating projects. 

M: Leakage is the extent to which events occurring outside of the project boundary tend to 
reduce (typically) a project's CarbonDioxide Emissions Renefit. Proposals must describe how carbon 
dioxide benefit leakage is addressed by the project, both in terms of project activities to minimize 
leakage and in terms ofadjustments to the project's carbon dioxide benefifi calculations to reflect 
leakage. Proposals can propose to include emissions reduction from positive leakage, but The 
Requesters will require a strong justification for such reduction. The Requesters will review and may 
use their own leakage factors when evaluatingprojects 

Ranee of uncertainty: Proposals must describe important risks and risk mitigation strategies, and 
provide an estimate of the range ofuncertlinty around the expected carbon dioxide bemfit. The 
Requesters may use adjustment factors other than hose proposed by the developer's emissions 
reduction estimates. 

Term of Carbon Dioxide Emissions Benefits: Carhon Dioxide Emissions Benefits will be evaluated 
over the period oftime for which The Requesters receives righh to this benefit. This periodof time 
must be equal to or less than the anticipated life of a project. 

Units of measurement: All C02 emissions reduction figures are to be presented in mebic tons of CO, 
See Appendix A for conversbn factors to be used. Pmposals must justify any variation from hese 
figures. The Requesters reserves the ri@t to apply itsown conversion factors f u  the purpose of 
proposal evaluatim. For Seattle, forprojects involving other peenhouse gases, use the 100-year 
Global Warming Potentiakprovided by the Infernafional Panel on Climate Change. 

Monitorine and velification: Proposals must include a monitoring andverification p b .  The purpose of 
this plan is to defme how the carbon dioxide benefit will he quantified. The quality of the proposed 
monitoring and verification plans h a component of project evaluation. The cost ofmonitoring and 
verification should be included in the p-oject cost bid to The Requesters and specified m the project 
budget. Monitoring and verification are the responsibility of the proposer, not The Requesters. The 
use of third party verification iF preferred. Please desnihe I )  procedures to be employed, 2) how the 
ongoing monitoring and verification will be funded, 3) h e  time frame and frequency over which the 
monitoring and verification will occur, and 4) whether a hird party has been identified to audit and 
confirm the source data used to quantify the benefit, and if so, whether the party is under contract. 



The R q u a t m  will employ a two-step evalualoa process for evaluating props&. Tk Requrtrrs 
reserve B e  sole right b use ilr judgmcntrbeu applying or modiffla this evrlna&.appruck. 
See the disclaimer on page I 

Sen I: Eucutial ac-: Projects must me( lbsc tcm to be eligrble f a  hntbcr 
evaluation: 

Sue of Project (See"Size of Projects."  pa^ 3.; smaller pmjects may be considad) 
Timing of Project hplemenlation (Sc+ T imhg  of project irqdemenntim" page 3.) 
Additionality (Sc+ -Additionality rcquirrment," page 4 and "Additiooalily." page 6.) 
Regulatory Surphs (See -Regulatory surplus." page 4) 
Ouant~fiab~l~tviSce 'Duant~liab~lrv of offsas." wae 3.)  . 
U. S. Partner i& lder&onal ~ r o j k k  (See "Geographic liniulions d prcfercoa' page 5. )  

S t c ~  2: E v ~ a I h  criteria: 

Primary sekction factor: Tbe Rcquatm plan to uw one pnmary xlcctioo factor. 

Cost effcctivencss: Cost will be the pdmary selection facku, after factoring in unceraiory. Tbe 
measure of cost effectivcnas will be defined as U. S. dolars per mmic tm of d l y  .samb 
additional Carbon DioxLle Emissions Benefit. The Rcquatm reserve 6c right lo nrrpcodprojcd 
evaluation and/or ccgotiatmns if the pice of CO: offvtJ varies nutcrially from l t u t  initially 
proved.  

Additional rckction factors: The Requestm plan to ux the folloa.ing additional xkdioo fxtors in 
selecting projects. 

Reliability of mmiect conceDt In evaluating the reliability of tbc emissions benefit. Tbe Rcqwsim 
will consider the qudity of the projea concept and design. and lbc performance ofsimihr 
projects. Tbe Requesters r e m e  the right to suspend project evaluation based upon this 
evaluation cricrion. 

Reliabilitv of mim m n e r :  Tbe Rquestns will consdm the q d i f i a t o a r  of tbe proposer. Ibc 
proposer's past experknee with similar pmjecb. d I I I ~  qualifiations of my or@ntioar 
coo~cratire with Be ~miect. Note that oro~osen will be r a i d  to demonsuatelbcir fioancii 
and'institusonal capa'biliy to &liver th; prbjcct that they propose. Tbe Requencrs -t tbe 
right to suspend pwject evaluation based upon this evaluation critcriw. 

Portfolio diversity: Scc "Portfolio divasity." pagc4. 

Mon~tonna and v e n i i a t l ~  See "htmnomg and venfic.uoq" 6 Tbe Requcsvn pasvr 

tbc ngbt to suqxnd project cva lwt~n  b a d  upon this c v a h t ~ o o  cntmm 

Permmencq See "Pmanence," pagc 4. 

Buaranea: See %-tea." pagc 4. 

m: See "Geographic linitahons and prefmous," page 5.  

Rmlicabilitv and extmdabilitv: Sec "Rcplicability and expandability." page 5 

Co-benefits: Sec "Co-benefits." pag  5. 



Overview of The Proiect Selection and Contractine Process 

The Requesters plan to use the following process and schedule in the project selection and 
contracting process. The Requesters reserve the right to modify the process and schedule. 

February 22 Bidders Conference: Meeting with conference call capabilities. This is an 
opportunity to ask questions about the RFP and the selection and contracting 
process. 

Meeting time: 10:30 a.m., Pacific Standard Time 
Thursday, February 22,200 1 

Meeting location: City ofportland Wlilding, 1120 SW Sb Ave., 2"d FI. Rm. C. 

Conference call: Proposers may choose to participate in the Bidders Conference by 
conference phone. The Trust will provide information about the call to those who 
register for the call. This information will come by e-mail. 

Please register for the Bidders Conference by following the instrnctions at 
www.climatetrust.org/reg2001.html. In your response, indicate whether you 
plan to attend in person or if you plan to partidpate by conferencecall. To 
participate in the conference call, it is essential that you register. 

April 10 Phase 1 proposals are due on Tuesday, April 10,2001. 

April 12 The Trust will acknowledge receipt of Phase I proposals by e-mail 

June 2 1 The Trust and Seattle will identify a group of preferred projects Erom which to 
request more detailed project proposals. The Trust anticipates that this will be 
approximately 25 projects. Seoltle anticipates that this will be approximately 10 
projects. The Trust will provide Phase 2 proposal instructions, project-specific 
questions, and praposed contract terms to these proposers. 

August 17 More detailed Phase 2 project proposals are due fran selected proposers, 
including descriptions of any exceptions to the pmposed standard contract terms 
and other contractual issues. 

November 9 The Requesters will select a negotiating group and an alternate goup. The 
Requesters will conduct negotiations with the negotiating group. Negotiations 
with a specific project may be terminated and a replacement named from the 
alternate group. As contract negotiations for a project are complete, offset 
contracts will be taken to the Board of The Trust and the Seattle City Council for 
approval. Execution of contrads is solely dependent on approval by the 
Board of The Trust andlor the Seattle City Council. 

Jan 3 1,2002 The Requesters have a goal of signing contracts for offsets by January 3 I ,  2002 



Fornut for Rawuses  

Responses are due on Tuesday, April 10. 

Responses are to betransmitted toTbe Trust ia two form*: 

By c-mal to Tbe C h a t e  T m t  at the emailbox iofo@kmtetmamg. 
Please send five hard copia to The Climate Tmd,  516 SE Morrbm Smyr Sdh 
12WB. Portland, OR 97214-2390. 

Respwses are to be limited to a one-page covtr sbc+t plus Ien additional p~gcr of t a t  with one 
incb margins and a twelve-point font. In addition, two appendices are requid, ooc to display tbc 
project budget and one to @lay ILK project carbon dioxide emissions bcocfn c a k d a h s .  T k  
cover sheet and t e a  are to be transmined in hlkn#ob Word 97 or cmmpalibk formar. 
while tbc appendices are to be hnsmitted ia MiemoR Excd 97 or compatible tarmat 
Responses must b c i m  English: We will not accept proposals that are not in English. 

Proposals must provide the following information: 

One-uaee cover sheer: Present the follouing information in this order: 

Date 
Name of Project 
Location of Project 
Type of Project 
Type of Greenhow Gas (Choose one: C q  only, non-CQ. bolb CO, and otbcr gmnbusc gas) 
Measure Implementation Startmg Date 
Measure Implemenration Completion Date 

Proposing Orgmizationfs) Name 
Proposing Organization(s) Addrss 
Proposing Orgmizationfs) Web Site 
Contact Person Nane 
Contact Persoo Phone Number 
Contact Pmon Fax Number 
Contact Pmon E-h4ail A d k s  

Total Proiect Cost IU. S. S) 
Amount of ~ o n e y  ktques;ed (U. S. S) 
Amount of Carbon Doxide Emission Bendit Proposed (mehic tons of C Q  cquinleat) 
Price of Carbon Dioxide Emissions B d t  Propdsed (U. S. Y w a i c  to.   of^& equivah:) 

Statement of an authorized person at ILK proposing organization cmifying that ibe o w  &at 
The Trust or Seattle acquires have not been and will not be alloatcd a a d  credit f a  cuboa 
dioxide emissions reduction in another ~gulatory setting. For intenrational pmjcc~~, two 
authorized statements are required, one for the host country pamvr ad om for the U. S. puma. 



UD to ten owes of text: Address the following: 

Project Description 
Mitigation Measue(s) 
Implementation Approach 
Measure Implementation Schecitle 
implementing Organization(s) and Roles 
Qualifications ofProposing Organization(s) 

Carbon Dioxide Benefits 
Description of Project Baseline and Project Case 
Calculation of Camon Dioxide Benefit 
Additionality 
Leakage 
Uncertainty Range 
Carbon Benefit Permanence 
Monitoring and Verification Plan 
Replicability and Expandability 

Co-Benefits 

Proposed Financial Arrangemats 
Sources of Project Funding 
Leverage 
Ownership of Credits 

Apwndix A. Present the project budget, specifying specific sources and uses of funding, 
identifying the capital and operating costs. Include costs for monitoring and verification 
throughout the project life. 

Ao~endix B: Present the project carbon dioxide emissions benefit calculations, including 
addressing leakage and the range of uncertainty in the calculation of the project's carbon dioxide . . 
benefit. 

Issues Raised During Solicitation Period 

Clarifications and responses to substantive issues raised by proposers in writing and transmitted 
by e-mail to the e-mailbox info@climatetrust.org will be posted on The Trust Web site at 
www.climatetrust.or9/2OOiqa.html. It is the responsibility of the proposer to keep informed 
regarding clarifications by visiting this Web site. Questions and answers about this offset 
solicitation are psted there. Please review theseQ & A prior to conlacting The Trust. 



The Climate Trust Comua laformatioq 

Tbe Climate Trust Phone: 503-238- 191 5 
5 16 SE Morrison Street. Suite 12009 Fax: 503-238-1953 
Portland, Oregon 97214-2390 E-mail: inf@limatemtst.org 

Primary conact: Mike h e n  Executive Director 
mbumen@climatcbunorg 

Alternate contat: Kris Nelson Program and Opentions  manage^ 
kneIso~limatermst.org 

E-mail: doug.howell@i.seank.~us Doug Howell 
Shategic Advisor 
Seattle City Light 
700 Fifth Avenue, Suite 3300 
Seattle, Washington 981 04 



Conversion Factors for Use in Phase 2 Proposals 

Fossil Fuel Conversion Factors 

Fuel Type CO, Content* CO, Coefficient Energy 
(Lb CO,/Million Btu) (Mill.Btu/Unit) 

Natural Gas 120 1b/103cf 117 1.030/10'cf 

Gasoline (conventional) 19.4 Iblgal. 157 5.253baml 

Distillate OiVDiesel 22.2 Iblgal. 161 5.825barrel 

Residual Oil 25.8 lb/gal. 174 6.287barrel 

Kerosene/Jet fuel 21.4 Iblgal. 160 5.670harreI 

Anthracite Coal 4,891 lb/short ton 228 21.67lshort ton 

Bituminous Coal 4,861 Iblshort ton 205 23.89Ishorl ton 

Sub-bituminous Coal 3,606 lblshort ton 212 17. I4lshort ton 

Lignite Coal 2,742 Iblshort ton 215 12.87/short ton 

* Carbon dioxide coefficients are calculated by multiplying the carbon content of a particular fuel 
(for example, 42.8 lb. carbon per milion Btu of gasoline) by 3.6667 pounds C02 per pound of 
carbon and multiplying that product (157.0 lb C02/million Btu) by the energy content of that fuel 
(for example, 0.125 million Btu per gallon, given 5.253 million Btu per barrel). Then multiply by 
the oxidation rate of .99 (accounting for one percent uncombusted carbon) to produce a cabon 
dioxide coefficient (in this example, 19.4 pounds C02 per gallon). 

1 pound of carbon in carbon dioxide = 3.6667 pounds carbon dioxide, measured at full molecular 
weight (C02) 

** Data are taken from recent Energy Information Agency tables, not Environmental Protection 
Agency sources. 



Elcctricitv Carbon Dm- . . ver r ia  P8ctyl 

CO, Intensity F a c t a s  for Marginal Elcdrkity Genentioo for U S  R g k n s  

Region 10: OR, WA, ID 
-m 
1.202 

Region 9: CA. AZ, NV I .240 
Region 8: CO, UT, MT, WY, ND, SD 1.244 
Region 7: MO, IA, KS, NE 1.404 
Region 6: TX, LA, OK, AR, NM 1.186 
Region 5: OH, IL, MI. IN, WI, MN 1.988 
Region 4: FL, NC, GA, TN. AL SC, KY, MS 2.215 
Region 3: PA, VA, MD, WV. DC. DE 2.0% 
Region 2: NY, NJ 1.679 
Region I:  MA, CT. ME, NH, RI, VT 1.726 

CO, leteitsity Factor for New Natllral G u  Flrcd Ekclricity Ccllmtioa 

Combined cycle combustion turbii 
- 
0.81 

Other Conversion Facton 

Weight 

I kilogram = 2.205 pounds 
1 short ton = 0.9072 metric tons 
1 metric ton = 1.1023 short tons = 2,205 pounds 

Volume 

Liquid Fuels 
I barrel 42 US gallons 
1 barrel 159 liters 
I cubic meter 6.289 gallons 

Gaseous Fuels 
1 cubic meter 35.3 15 cubic feet 

Natural Gas 
1 cubic foot (cf) = 1.030 Bm 
I them = 100 cf = 103,000 Bm 
I Mcf = 1,000 cf = 1.03 million Btu 

Density 

I thousand cubic feet of melbane/mtural gas = 4228 p o d  



1 thousand cubic feet carbon dioxide = 115.97 pounds 
1 metric ton natural gas liquids = 11.6 barrels 
1 metric ton alcohol = 7.94 barrels 
1 metric ton liquefied petroleum galpropane = 11.6 tarrels 
1 metric ton aviation gasoline = 8.9barrels 
1 metric ton motor gsoline = 8.53 batrels 
1 metric ton kerosene = 7.73 barrels 
1 mehic ton distillate oil = 7.46 barrels 

For other conversion factors, please see the Environmental Protection Agency Web site: 

www.eoa.~ovlttn~chieUeii~leim &a.htm Vol. VllI link, Tables 1.4 

Sources: www.eoa.eov/tbl/chieOeii~/eih ehe.htm. For CO, Intensity Factors: Regional 
Elecrn'city Factors Final Report, US Environmental Protection Agency, Atmospheric Pollution 
Prevention Division (APPD), November 16, 1998, contract no. 68-W6-0050. For Other 
Conversion Factm: httD:llwww.eia.doe.eovloiaUI 605/aemt/a~~mdixf.hml. 



Request for Greenhouse Gas Offset Proposals 

January, ZOO2 

Background 

BC Hydro is seeking 5.5 dh tonne5 of greenhouse gas (GHG) oftets in ordec lo full 
its amunitment to offset 50 percent of the inaease in GHG emissions thmugh 2010 at 
two new natural gas-fired power geneation pbnts. 

BC Hydro fint issued this request in eafty 2000. Severd projads are prqlrassing 
UKovgh negoliitans and, with this regvest BC Hydro is bokingfor mue qvaCly Gm; 
offset projeds. 

The main dierenca betwean Vlis request and the one irsued in Febnrary 2001 is &a( 
BC Hydm is now looking for GHG offsets W e d  anywhere in the woctd, -ad of only 
in Canada. 

Deadline 

Pmposals are to be submiffled by May 1,2002. BC Hydro wJ adrnovrledge of 
proposals by email. BC Hydra aims to negotiate and sign GHG olfsel contads by Ma 
2002. 

Criteria 

BC Hydro will apply two sets of aiteria to pmposed GHG offset pclpcls: mininun ad 
evaluation aiteria. Proposed projects must fulfil the m b h m  aiieria in order to be 
considered for investment. Evaluation criteria w i l  then be used to assess ad ranL 
those projects that meet the minimum aiteria. 

Location Gbbal 

Emission reducth. emission avoidance u geok@d 
saquasbationcdy. W e w l n o t ~ ~  
~ t ionpro jec t r .suchasa f fo reda t ionusd  
sequastralion,uderthisrequest. 

ORset Timing F m  years OW. a peference ta offsetr omrring 
be- 2003 and 2015. 

Page I d 11 



pmied S t a b  

Vdume 

Net Redudan 

Verifiable 

Not yet Wted .  We wil not comider offsets fmm p@ds 
that are a*eady -1'i or under carstrucbion. 

Minimum d 100.000 tonnes C M  in tow (e.g. 10.000 
tonnes per year for 10 years). 

The projecl must W i v e  a net reduclion in GHG 
emissiis after accounting for any *wease in GHG 
emissions as a resull of the projecl (also known as 
kakage). 

The propom11 must either have We to the emissim 
reductions or be capable d acquiring such We. 

Evaluation Criteria 

Price Preference for bwec cosl offsets. 

Volume 

Uncertainly 

Guarantee 

Preference for propcts Wer ing at least 500.000 tanes 
C0.s in total (e.g. 50.000 tomes per year for 10 years). 

PrefererKaforprojedsthatr*addnot-- 
without the sale of GHG offsets or BC Hydro's 
invdvement 

Preference for projeds invohring less uncertainty rrilh 
resped to the delivery and volume of GHG emission 
reductis. 

Preference for pwmmts that guacan(ee dekrecy d 
contraded GHG offsets. subject to W e d  daMges in 
the event of norrdelivecy. 

Preferenceforpmjedsimdvinglesstiskandwilhsbmg 
risk mitigation plans. 

Environmental Benefds Preference for Projects that generate ~ ~ w G H G  
envimnmenlal benefds. 



SociaVEconomic Benefits Preference for projects that generate social andlor 
economic benefits (e.g. job creation, skill development, 
opportunities for disadvantaged groups, etc). 

Proposal Contents 

Proposals should contain the following information at a minimum. 

Project name 
Project location . Total volume of GHG offsets for sale (tonnes C0,e) . Term of proposed contract (e.g. 2003-15) . Asking price for offsets (Cdn or US $ per tonne C0,e) 
Proponent contact information 
Project description 
Project status . Potential dates for project const~di in .  commissioning and decommissioning . Regulatory requirements affecting GHG emissions 
Ownership of the GHG emission reductions . Verifiability of the GHG emission reductions 

In addition, proponents are welcome, but not required, to submit up to 5 additional pages 
of information on the proposed project and how it meets BC Hydro's criteria. 

Confidentiality 

BC Hydro is prepared to enter into a confidentiality agreement substantially like the one 
attached in Appendix A when either BC Hydro or the proponent requests it. 

Calculating GHG Emission Reductions 

BC Hydro is interested in projects that reduce emissions of carbon dioxide, methane, 
nitrous oxide, hydrofluorocarbons, perfluorocarbons and sulphur hexafluoride (the six 
classes of GHGs listed in the Kyoto Prolocol). All GHG emission reductions are to be 
quantified in metric tonnes of carbon dioxide equivalent (C02e) using recommended 
values for each gas' Global Warming Potential over a 100 year timeframe issued by the 
Intergovernmental Panel on Climate Change. They are to be estimated using a base 
case indicating all GHG emissions without the project and a project case indicating all 
GHG emissions with the oroiect. The difference between the two cases reoresents the 
project's GHG emission redhctions. 

The following are two of many sources for GHG emission factors and Global Warming 
Potentials: 
httpJ/www.vcr-mvr.ca/downloads/pdfIcompleteguide.pdf (starting at page 41 of 63) 
http://www.ec.gc.ca/pdblghg/ghgpdd~IEmissbnFactors.pdf 

Page 3 of 11 



Proposal Submission 

Proposals are to be submitted by May 1.2002, to: 

Tim Lesiuk 
BC Hydro 
333 Dunsmuir street. 10" Roor 
Vancouver. BC 
Canada V6B 5R3 
Tel: la -623-4254 
Fax: 1-604-623-4335 
E-mail: tii.lesii@bchydro.com 

Questb-6 regadhg thii request should be dbeded to Mr. Lesiuk 

Disclaimer 

This Request For Proposal is not an dfer by BC Hydro to pvchasa any r@ts. goodr a 
services. and submission d popd proposab does not create any tights whalsoeve. 
BC Hydro is free to accept or reject any popcl proposal. Il is not bound to the 
economically most favourable proposal, or any proposal at aI, and may accept any 
proposal regardless of whether it conforms to the terms of this Request for Ropods. 
BC Hydm and its drectm. oflices. agents. employees or assigns are nol Sable ai Law 
or at equily to any p q e d  proponent or partidpant or any dher for any decision by 
any of them regarding submission, acceptance, rajedan or m o d i b k n  d a popasd. 
or in any other mmeclbn with this Request for Pmposa4s. Al msts direcUy or hdin?&y 
related to preparation of a proposal or submission shall be the sde m p o m b H y  . . 

of. and 
shall be borne by. the submitter of the pf@ect proposal. 

The information piovided in connection with this Request for FVoposk is povaed 'as 
is'. wilhout warranly or condition of any k i i .  eithef expressed or impCled. incLdng 
warranties of completeness. acanacy, usability. fitness for a particular prpose d 
merchantabity. LiabWy in connectan wilh this or any other infonnathn can only aise 
upon entry into a binding written agreement in connectan with a prcjed 
pursuant to this Request for Pmposak and not othenvisa. The usefs sole I'emeb/ fa 
dissatisfactionwiththehfwmationpovidedislostopusingthainfamatm. 

BC Hydm, on behall of its atliliates. offrrtr+, diedors, empbyeas, agerds. armMs 
a n d u n b a d a s . ~ t e ) v ~ s a l L i a ~ f o r W u s e d W i d o r m a b o n ~ h  
thiswebsileby~any~&viewer,indudingdbJityforanybsses.damages.'krsllr. 
claims or expenses. indudhg. but mt W e d  to. oonsequential bsses anym may inar 
as a resun of using thii information. 



Appendix A 

CONFIDENTIALITY AND NON-DISCLOSURE AGREEMENT 

THIS AGREEMENT dated as of the - day of ,200- 

BETWEEN: 

BRITISH COLUMBIA HYDRO AND POWER AUTHORITY, a British 
Columbia Crown Corporation 

(" BC Hydro') 

AND: 

XXX, a corporation 

WHEREAS: 

A. BC Hydro and XXX wish to enter into discussions (the 'Discussions") concerning a 
potential business retationship between the parties in connection with the opportunity 
described on Schedule A (the '0pportunit)r); 

B. Over the murse of the Discussions, the Parties expect to diidose to each other, whether 
orally or in a visual or written (including graphic, electronic or any other) form, and 
whether directly or indirectly, certain proprietary confidential business, technical w know- 
how information or data, which may or may not be expressty identified by the Party 
disclosing the same (the 'Disclosing Party") as confidential (collecliveiy, the 'Confidential 
Information'); and 

C. The Parties desire to keep the Discussions, including the nature and scope thereof. 
confidential, and to protect their respective Confidential Information from unauttmrized 
use and disdosure. 

FOR GOOD AND VALUABLE CONSIDERATION, the receipt and sufficiency of which each 
Party acknowledges, the Parties agree as follows: 

1. lal Non Disclosure. Each Party will beat as confidential and will not disclose to any third 
party in any manner whatsoever any information pertaining to the Discussions, including 
the fact that the Parties may enter, or have entered, Di&ussbm, w any Confidential 
Information of the other Party, except as required by law or any regulatory authority 
having jurisdiction so long as the Confidential Informalion is marked or summarised as 
provided in paragraph l(b) hereof. Each Party will use at least the same precauhs to 
protect the other Party's Confidential Information as it would use to pmtect its own 
Confidential Information of like importance and, in any event, no less than a reasonable 
standard of care. 

/b) Markinq, The Party receiving Confidential Information (the 'Receiving Party') shall 
have a duty to proted Confidential lnfornlation that is (a) disdosed in writing. electronic or 
other tangiMe form and is marked as 'Confidential" or is similarly marked at the time of 
disdosure, or (b) disclosed by the Disdosing Party in a manner other than in tangible 



necessS,~ihepnposeSci iheDiscussi&oa~IheevaaMn 
and provided that such RepasentaOves have been hfonned 

d r p ~ c J F G d .  
dhisAgWn&andhe 

needtoma~themmden(iblydhfamationdsclosedblhem haddlan.BC 
Hydro may disdme ConMentid infumafion ad iJama6an prtai*g b he 
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anypor(ionofakd0siq P a r ( y ' s l h & h d b l i n f a m a ( i o n e x o e p ( ~ ~ 1 6 ~  
reqWed to dsdose. 

cirepbcedfmmlimelo&. The~ar6es +lhattadden(ib hbmakn 
p w i d e d b a R e Q i v i n g P a r t y m m ~ m n m e r o a l a d ~ ~ d r p  
Dsdosing Party, M has been. a wl ba. dsdosed in csmkkme. R is b 
~ t h a t d i s d o s u r e d a n y C a n ~ ~ ~ a b ~ p g s o n s  
mld reasmaw be expected to hann the compeb(m, . . - -  posilm - 
interfere wifh the wwbabm & d a P&v. ad hrthec caM reasmablv be 

shal be deemed lo be 0xWenbI and exempt fmm asdosue to hid pasa4 A 
a c m d a r r e w i m S e c t a n 2 1 d t h e F r e e d o m d h k r m e ( i c n d R o ( e d S m d ~ M  
d@filishCc&rnbia.asamendedhantinelotine. 

- 
e d l r s e o f t l ; e D k ; b s i * 1 ~ s ~ h k m a b o n  any- - wan).-hid& 

t o w h o m h e R ~ P & y d d D s e s ~ C o n M s n ( i a l ~ ~  
w e d  use by any d Ik R&eivig W s  R- The Per(y 
who created or tist ist bsdcsed i f b m a h  Hormati IM il is )k b 
make Qdosua d Ca&bW lnfonna60n fa the prpase~ hc#eh pwidad. A 
Disdc&g F'arty lhat created a h t  dsdosed  con^ hsmraran may use that 

~ A a n y r r w n e r d e t e m i n e d b y i L  



(a) is used or disclosed in a manner consistent with the prior written autho4zation of the 
Disdosing Party who creates or first disdosed the information; 

(b) becomes available to the Receiving Party on a nonconfidential bask from a socrrce 
other than the Disdosing Party or any of the Disclosing Paws  Representatives. 
provided that such source is not bound by a confidentiality agreement with the 
Disclosing Party or its Representatives or is not otherwise prohibited from disclosing 
Confidential lnformation to a Receiving Party or its Representatives by any 
contractual, legal or fiduciary obligation; 

(c) was known to or lawfully in the possession of the Receiving Party prior to the time of 
disclosure by the Disclosing Party, and with respect to which there is no existing 
obligation of confidentiality; 

(d) is developed independently by the Receiving Party or any of its Representatives 
without the use of or reliance upon any of the Disclosing Party's Confidential 
Information; or 

(e) is or becomes generally available to the public, other than through a violation of ihii 
Agreement by the Rece~ing Party, or any of its Representatives. 

Confidential lnformation which is specific shall not be within the swpe of any exclusion 
merely because it is embraced by general information within an exclusion. Any 
combination of information or data that comprises part of the Confidential lnformation 
shalt not be wtthin the scope of any exclusion because the individual parts of that 
information or data are within an exclusion, unless the combination itself is within an 
exclusion. 

7. owners hi^, To h e  extent the Confidential Information was the property of the 
Disdosing Party before the disclosure of it to the Receiving Party, the Confclential 
lnformation remains the property of the Disdosing Party to the same extent. and the 
Receiving Party acquires no ownership interest therein. A Receiving Party shall not 
remove any copyright, confidential, proprietary rights or intellectual property notices 
anached to or included in any Confidential lnformation received from the Disclosing 
Party. A Receiving Party shall reproduce all such notices omany copies. 

8. Com~etition Not Restricted. The Parties recognize that a Party may be engaged in the 
development or marketing of projects, products, goods, services and commodhs 
(mHecl~ely or individually, "Products") that are cmpetilive with those of the other Party. 
Nothing in this Agreement prohibits a Party from engaging in the construction, research. 
development, marketing, sak, distribution or licensing of any Products independently 
developed and produced by it without the unauthorized use or disclosure of Confidential 
Information. 

9. At any time upon the written request of the 
Disdosing Party made prior to the termination of the obligations of confidentiality, non- 
disclosure and resbicled use in this Agreement. the Receiving Party will, within 30 days 
d such request, return, or i f  requested destroy, or ensure the retum or destruction of, all 
copies or records of the other Party's Confidential lnformation in the possession or 
contrd of the Receiving Partv or anv of its ReDresentatives. exceDt that 1 coov of such 
Confidential lnfmationmay -be retahed by the Receiving party's counsel.  he obligation 
to delete or desbov shall also extend to anv document Dre~ared bv the Receivina Partv 
which substantial6 embodies or contains extracts from such confidential lnfor&atioi 
The Receiving Party's obligations under this Agreement shall, however, survive any such 
retum or destruction of the Confidential Information. 



E a u l t a b k R e  Receiv;ngPar(yadamWphairepaableharmmay~Lo 
Discbsing Party if it breaches b 0Mgakce under Ibis Ag*eemen and admcr*lebges 
h t  such a breach would not be adeqwWy corrpensabie by an awad d d a m  
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Notices or communications &en by hand. courier, or we-~aid rwistered mail shall be 
effective upon adual receipt- ~otlces and communicacionk givenby fax shall be effective 
u w n  actual receiot if received during the Recipient Paws  normal business hours, or at 
the beginning of the Recipient party's next business day afler receipt if not received 
during the Recipient Paws  normal business hours. Either Party may at any time change 
its address w representative for the purpose of notices or communications under this 
Agreement by a notice in wMng in accordance with this provision. 

Enurement. This Agreernent will bind and benefit each of the Parties and their 
respective successors and permitted assigns. 

Entire Aareement This Agreement is the entire agreement between the Parties 
concerning the subject matter hereof and supersedes all prior agreements, 
communications, representations and understandings between the Parties, whether oral 
or written, in connection with such subject matter. 

No relations hi^ or OMlaation. Nothing in this Ayeement oMoates the Parties to enter 
into the Discussions or any business relationship and no rebtionship of partnership, pint 
venture, principal and agent or otherwise is created between the Parties as a result 
hereof. In addition, nothlng in this Agreement obligates elther Party to wrchase or . . 
provide any services or products of any kind from-the other Party, or to enter into any 
Mure agreements or business arrangements of any kind with the other Party. 

Amendment. This Agreement may be amended or supplemented only by a written 
agreement signed by each Party. 

Assianment. Neither Party may assign this Agreement withoui the prior consent of the 
other Party. 

Execution of Fax CODE Execution by either Party of a facsimile copy of this Agreernent 
will be deemed to conslitute effective execution of lh~s Agreement by that Party 

Countemalts. This Agreernent may be executed in any number of counterparts, and 
each executed counterpart wiU be considered to be an original. All executed counterparts 
taken together will constitute one agreement. 

Effective Date. This Agreement takes effect as of the last date indicated below, but only 
afler execution and delivery of this Agreement by both Parljes. 
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F'ht Name: 

Titfe: 

Date: 

Rill Name: 

T i :  

Date: 
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SCHEDULE A 

The potential business relationship between the Parties is in connection wiih > 
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ANNEX F. 
CASE STUDY - A RENEWABLE ENERGY PROJECT 

ABC Power Project Limited (APPL) has rccenlly developed a Podlry W~~ P m  
generation project with a capacity of 6 MW in thc stak of Kamatnka. A dc~ailed tcclmobgial 
feasibility study bas been carried w t  and has identified a direct comb- srsgm (tbes 
technologies arc based on combustion of thc p o u b  waste to produce stcam to g a ~ n v  
electricity) as the most suitable option for genmtion of power from poultry wade. 

9 The methane emission from thc decomposition of thc poultry waste is avaced 

9 The powm generation horn the projst r c p h  thc md of powa from conveoaiorvl fossil 
fuel based plants and thereby mitigates the emission of GHGs. 

> The ash pmduccd in h e  process is a very effective and ~n\-talb 6ricodty f d l t a a .  

Raw Material: 

This project is using poultry waste for the first time in hnlia for power gcncntion 
9 The many poulby farmm in the sunocmding bicinity i- a continuous supply of n w  

material. 

Finished Goods (Electricify): 

b The stak of K~mataka  is power deficit state, and currently them is no risk of dcnnd 
fluctuation as (he demand far cxcceds the availabk supply. 

> The company has signed Tower Purchase Agreement" aith thc Kvmtaka  P o r u  
Transmission Corpontion which minimizes thc off-take risk. 

The State Govemmmt of KamaIaka has placed a priority on impkmnting nnewhk cnag. 
projefts to bridge the dernand-supply gap in power. In addition. thc size of Uus project IS d l  
and it is being developed by an independent powa producer. These anribuccs also +i@ lhe 
project as a priority project f a  lhe Govanmmt 

The project is .*ell withm thc limit of a 'rmPI1' pmjs t  (< ISMW), d it is going to rcpba thc 
power q u i m m n t  horn thc rcgiaul grid. The baseline, thcrcforr, har been taken a thc rcgiaul 
grid. 

The gmeahwz gas cmissiars baseline design and its mpkmcnution f a  this P o w  Wade IO 
Power project provides a case study f a  thc process of quantifying thc GHG emissioo Rductrm 
resulting from climate change mitipboo projects in thc field of m u a b k  rnaey p o a u  pojccts 
(i.e. altanativc energy pDdwhon which is less carbon-intensive). 



The following chccklisirr rpr folloxud lo mess wherhev & pmjcrt had he NC- i./ommim@+ 

9 H l r  a Clinnte Cbmgc Mmgatioa Rojm (CCMP) been idcnlikd icd &fucd? 

9 HasthpjccIbamduybrm~elydefhrd? 
9 Do vc hare cnougb dam mpircd lo @arm tk birelrm crkulrtiom? 

The muwen to the qualions are m follmrt 

9 T b e C C h I P i i M ~ i r a b M w ~ r y t c t o p o m p o j e a p o m o t d ~ t b c A B C P o ~  
RojccI LimiIea (AF'PL) 

9 T b c d e f m i l i o n o f t b e ~ L m u & r y i r ~ l y a u c a l  L m y k d ( h * t k p q c d  
bamdvydef in i t ioa . I ro~utk&~of tkrcfac l remocfatkbrr r lhzFbicbk 
h y l  sptLUy dmgnd f a  c l m k  drmge .ppb6olP. 

grid. Thc-bebmdChebuclmcb&~&hocdm~&&~stbutLc;;uca  
~bstonnal  amount of p o w  erchmzga b r r m n  the S o u t h  Indium h t d  bur lot d 
betwen them ond other regions, lo hat Che pmt of rcfaacc ii Che r c p d  gd lrPcK. 

This w o n  begins with a discussion on the asmm+tions govctuing the bvclinc dens and then 
designs h e  baseline. 

Location of the plant: in 'X' district, Karnatakn. supplied by the Sou& Grid. 

3 The power exchanges between the S o u t h  and WWcstao grid am ogligibk. 

> Preiinkmq discwskm with grid managas m stat= ofhthcm gnd tnvc rc\;akd W tky  
would no\ despatch thenml power plants o a d  by cbc Cabal u t i l ik  (like the N.brml 
Thermal P o w  Capontion) should there be lcss demand al my tim. Thus the mrguul mil 
of power is sugpiied by thmnal power  plan^ Thcrcfm the basclmc f a  the p p o ) e a  is a 
thermal power plmt. 

3 The APPL plmt would. thmrorc. displace power m t c d  by thcmnt p o w  plau. sina 
the Kamahka Trammission & Distribution Cwponticm (KTDC) 



Baseline Design 

9 Based on the assumptions mentioned above, the marginal power plant being a thermal plant 
based on coal usage, the next step is to figure out the nature of coal that is used for the 
purpose of generation of power. Most of the coal used in the purpose of power generation is 
in the category of bituminous or other sub-bituminous coal, with an average calorific value of 
around 3200 kcallkg to 3500 kcallkg. From IPCC estimates, the carbon emissions factor for 
the category of sub-bituminous coal varieties is 26.8. 

9 The total export of power from the project to the local grid in Karnataka is around 27.8 
million units per annum. As per the assumptions made, this implies that the same amount of 
power is not being drawn from the marginal power plant, or the thermal power plant as 
discussed above. 

9 In addition to the power that the project displaces at the cenbal generating station (CGS), (as 
the power 6om the ABC Power Station is locally consumed in the X district) there are also 
Transmission and Dishbution (T&D) losses that are incurred in the present distribution 
system, where the power is transmitted from the CGS and consumed in the local area. For the 
purposes of the baseline analysis, the figure for the T&D losses has been conservatively 
assumed at 20%. 

9 Assumptions have been made on operational factors such as: . The fraction of carbon that is oxidized. 

Assumptions on the efficiency levels of the baseline plant. 

9 The basis of the assumptions are the default parameter guidelines of the Intergovernmental 
Panel on Climate Change (IPCC) for the purpose of assessment of climate change mitigation 
projects. 

Note: For the purposes of initial assessment, a static baseline has been designed. However, 
to earn carbon offsets, the baseline may have to be revisedperiodically. 

Baseline Data Summary d a Glance 

Actual Power generation of the Karnataka Power Project Limited (APPL) 

9 Plant details: 

Installed capacity: 6 mw 

= Operating hours (Annual): 7960 hours 

= Plant load Factor: 65% for year I 

Auxiliary Consumption: 10% 
= Net Capacity Utilization: 52.9% or 3.17 Mw for year I 

It may be noted that for the fust couple of years, the plant load factor remains at a lower 
level, at 65% and 75% respectively. It is from the third year that the load factor goes up to 85% 
and stabilizes at that level. 
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Basdine Defermination, Emiuion CderrIohohon and Carbon OdlWpI 

D Carbon Emissions Factor for the rype of coal specified (Sub-bihmrinous): 26.8 

> Baseline Pknl Eff~iency Factor ( a m  33%) 

3 Transmission and Distribution loses (d 20.h) 

D Baseline Carba, emissions: 1.24 kgCoUKwh of energy gcnuakd 

The Nstainabk development component arussrrnt of a project provides chc &~IU to v.hieh tbc 
poject cantributes to the process of achieving su.dainable dcwlopncnt, as well as how it rnids 
k j e c t  developers in the h a s  of incorporating sustainable de~vclopuent pnncipks into tbcir 
projects. 

Ln the box below the four component 'pillars' of sustainable dc\rlqmmt uc cxpl.med. Ro)ect 
specific sustainable denlopmnt indicators arc explained in the paragraphs following the box. 

PiI*n of-* I 
> M- h v o l v i n g ~ e n  that W d e  sociel proqess; 

3 E ' a M m i c - d e s c & e s U r e p r q i e d s ~ ) o ~ ~  
b E n ~ d - ~ I h e p r o j e c l ~ s ~ e n ~ s a a r 3 y r a n d  
3 Technobgical-LstheusedtechndogysusIainabiehIhe~ 

perspeclive' 

Ovaall comment: This project is ammg thc fm a(tenpts in India to poQa powr hwgh chc 
w of poultry waste. The project, in addition being a -bk energy initiative. will repiam 
energy &om thcmral energy sources. The project has cnt.in specific bcoefits. which arc I& as 
followr 

3 Pollution from existing dispmal m c h d s  is reduced. Waste fmm poulby hs t d m a d y  
. . 

been disposed off in the opcn to be used in the ploushmg - as manme. This grrmc 
causes significant odor problem as arli as ihc sippap of nitntes and orhcr polbtants into 
thegroundwatcrandduoagetothcabmsphmfrommah.rr.a~grr. 

3 lmproved Bio scanty. The liner is delivered to the plant m wnrrd bucks as soon as it 
becomes available at the f m .  At thc plant, odon and ofhcr pollutau uc dcst~~yod thargb 
a specially designed storage facility and early combustion of the raw nracCruk at hgh 
t e m p m m .  



9 Soil nutrients in the manure are re-used. The ash produced by the process is marketed as an 
environmentally friendly, nitrogen free fertilizer, rich in phosphates and potash and other key 
plant nutrients, which are recycled. 

Z Gaseous emissions arc cleaner than those from traditional power plants. l h e  chemical 
composition of poultry waste is such that it ensures that the level of noxious gases released, 
SOx and NOx, is a small fraction of that emitted by the coal-fired generation process. In 
addition, these emissions are well within the Indian statutory limits. 

9 Employment Generation. The project generates primary and secondary employment in and 
around the project site. As a tertiary impact, the sellers of the poultry waste also derive a 
value from something that was earlier not valued at all, or at very negligible levels. 

9 Macroeconomic Impact of technology. The technology is highly replicable in the context of a 
country such as India, with a large poultry and livestock population. There is a significant 
potential positive macro-impact for the technology. 

Conclusion: These are the broadly the parameters for determining the ABC Power project's 
contribution to sustainable development in the project area. Precise indicators may be developed 
jointly with the financing institut~on and the project developers. 

The following are the steps involved in the process of conducting a sustainability assessment: 

9 Translate project objectives into sustainable development indicators 

9 Examine if the project specific goals are in line with the country's overall sustainable 
development priorit~es. 

9 Quantify indicators and develop them into target indicators 

Z Periodically assess how well the project is meeting the targets against the baseline, though 
conduct of social assessments and environmental audits 

9 Report results to the UNFCCC or other certifying authorities through Operational Entities. 

The period of assessment should be annual. These are broad guidelines that are to he finalized 
and adopted. The modalities need to be spell out by the project host and the investor. 

Under the USAIDIGEP-CCS project, a template for standard DPR information was prepared. 
Such templates help the funding institutions and investors to obtain a quick overview of the 
projects. Interested investors may then work closely with the project developers to complete the 
transaction of a carbon offset purchase to their mutual satisfaction 

The DPR-Assessment sheet of the project as attached here, shows thefinoncia1 implication of 
selling carbon oflsets and its increased IRR rate. It also quantifies the risk factors involved and 
how those risk factors will be addressed. 
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Detailed RoJoct R w  (DPft) Wwksheet 

For GHG mitigating projeds uder 
USAID's Greenhouse Gas Pdkrtion Prevention Projed - Climate Charge 

MaMged by The Lwis Berger Group. Inc 
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This form is for the purpose of gathering relevant pfcjed and equpmen( hmce 
information for projects developed under USAlD India's Gmehase Gas F'oMion 
Prevention Projed - Climate Change Suppiemen1 (GEP-CCS). tl is designed k~ pmjed 
developers and finandal instilutions invohRd with dean energy or other types d Gt+G 
rrdtigating projects that are pbced into the GEP-CCS pipelhe. 

Format The f m  is designed to capture two distind types d m: Secliar A) Basic 
Equipment Fmnce, and Section B) Projed F m .  

Basic EalriWnent F i i  is defined as the puchase of equipmmt. mhg extemd debl 
fmncing, in which corporate babnce sheet frnandng is used to pay back the ban. An 
example d this might be where an lnd i i  firm imtalts a bank of sda penek on the 
factory roof for captive energy. Since this would not involve a dired extemd revenue 
stream. it would need to be financed through balance sheet payments. lnformatm 
requirements for simple equipment purchases are foarsed almost sole)y on the eds6ng 
financial credit-wwthiness of the buyer. 

Proied F i ,  by contrast. is focused on anticipated revenue sbeams from the pm@d 
activity (or off-babnce sheet financing). For example. a gd+ased barnass 
generation fadlity would likely depend upon energy payments from a bcd electridy 
board. Much more detailed information about the projeQ pfcjed v. pmer 
purchase agreement. debt and equity sponsors and proMaWity and cmh Ra* andyses 
are necessary lo determine the relative risk and financial viability d the propd 

As both types of projects am eligible for support under the GEP-CCS. this fmm 
addresses each type d financing. For simple Equipment Fhanm, anrdete Seclan A 
a. For Project Finance, axndete Section B to describe the enlirrm and abo 
complete a Section A fonn for each major pRce of proied equipment Lhal is hmded . . 
f r & ~ ~ w p p h s  ~ h i s i s a w o r l c i n g ~ d o & m & U ~ ~ s t  When& 
question is answered, place an electronic checkm8d (4 m the IeRhand box as a 
r e f e m  point for amplelion of the form. 
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1. Contact Information for the Prospective Borrower 

r 1 Address 1 8-1-33212 M. G. Road I 

I I 

1 Contact EMAIL 

City, State. Province 
Contact Name 
Contact Phone 
Contact FAX 

2. Availability of Financial l n f m t i o n  on Borrower 

Karnataka.lndia 
Mr. Vasudevan 

Has firm reported operating profits AND net income during each of 
last 2 years? 

3. Borrower's Financial History (last three Fiscal Years) 

Equity 

1 EPS 

Operating Profit (OP) 

OPrrI 

Net worth 

I I I I 

( Dividend I 

I I 

1 I Fixed Asset Coverage Ratio j 

I 

I I 

( Current Ratio i 

Major Capital Investments 

Debt: Equity ratio 

Credit Rating by Lead 
FllBank 
DepreciationlArnortization 
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Interest Expense 

Current maturity of LTD 

4. Background information on all wed and unused short and kngterm debt 
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7. About the Business Negotiations 

1 Is the manufacturer located overseas (exporter)? I I 
I Is the manufacturer a US company? 
I Have any price negotiations occurred? 1 1 

I I 1 I I Has a purchase order been submitted? 

How many units are in the Purchase Order? 
What is the estimated unit cost of technology (US$)? 
What is the total cost for the Purchase Order? 

8. Contact Information on the Manufacturer 

9. About the Trade Financing (For Equipment Imported Into lndia) 

Is trade financing being sought for the import of the equipment to lndia? 

What type of trade financing is being sought (insurance, guarantees, and working 

capital? 

- - 

10. Has a domestic or overseas lender been identifkd? 

I Name of Lender 
Address 
City. State. Province 
Contact Name 
Contact Phone 
Contact FAX 
Contact EMAIL 
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SEC~ON B: PROJECT FINANCE FOR CLEAN ENERGY AM) GHG MrnGAno~ 

I 
m Projed Name: ABC Power Projed Limited (APPL)' 

Projed Promotw Mr. Vasudevan 

L 
Special Purpose Vehkle: 

1. Executive Sumnary: Projed at a Glance 

ABC Power Project Limited (APPL)' is pmposirg ICI set up a poutby waste based pa*er prcrpd with a 6 MW 
c a p e  in X dishid of Kamatdta. APPL is a fuly awned mmpary d Kanatdca Abys PVC Lld. The canpay. 
KamatakaAbysPVLLMmssetupn 1985 forhmanulachredWandrass tanca~~ inandsuper fne  
sizes used in various elecbicd and elecbonii idusbica. This project is lanched ar a SPV (Spacrd R.pose Vehide) 
as part d the power generatm divism of Out parent campany. 

m e p m p o s e d p r o j a d l o c a t m M e n s e v e r a l ~ l e g e s i n t m s d ~ s t o c k ~ r r a s t e ) . a v a i i a b Y r d d v i c  
amenit ies,~ofgandwateranddosepr~xini (ytOtheKTDCgidher.ThepoulbyraSte~krfdaded 
f m m a n u n b e r d p a d b y f a M b c a t e d ~ a r a d i u s d 5 0 k m h a n h p r o p o s e d p o ~ e ~ ~ A s p e r ( h e f n d n g s  
made by the company and the infamation provided by Out P~IWIY F e r b a l h  and the N&imd Egg Coordratan 
Committee, the total waste available in and a r m  the sile is 1000 tom per day. The canpmfs m p k m n t  a 
estimated at 250 tons per day, w h i  is 25% d the tolai avaWdity d Was18 (wilhil a 50 Km rabn). 

T h e t e c h n d o g y t o b e e m p l o y e d ~ t h e ~ g e n e a t m i s s ~ i d g e n o u r s d i d h R I m m b a s m a n d s t e a m  
raising techroiogy. Fuel is deCnrered to a h k e r  where I is stored at mgatke peswre Lo reduce  odor md dusl 
emissiis. It is then mfer red  by sane / conveyor to Ihe ambustm mil irrfeed system. 

T h e t o t d ~ c o s t d t h e p m j e c t e x d u d i n g i n t e r e ~ t d u r i n g c o n s O w t m i s W 3 5 2 . 0 0 ~ o J d w h i c h i h a ~  
portm is Rs. 83.00 m l m  and Out expected loan is Rs 249.00 mil60n. The Debt-Eqdy rillio is 3:l. which is 
aaeptaMe for 'Power Generation' Projects. The finacid k k a t a s  that IRR (Internal rate d re4m-n) cablaLsJ 
out at 38.75% and average DSCR (Debt service coverage ratio) is 4.04 and break- point capacly is 43.73% The 
fvlandal andysk ind i tes  that the entie loan can ba paid badr withh a period d 10 yeas ha iha dat d 
mmissimhg the project incfuding two yeas d rncmla%m for repsyment d term loa. The poied can be 
implemented from the year 2003 according to the estinatm. 
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4. Committed Financing (if any) 

a. Committed Debt Providers 

p b. Committed Equity Providers 
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5. Estimates of Profitability 

Interest Term loan 
Working cap 





A Are you in negotiations with my prospective debt providers? If y.a pluse 

specify and dabonte on expected time fmm. 

The projed pmmders are amedty in advanced stages d negobabons . . 
*Ilh 

pmspediw debt providers. However. as par( d the mrrdsdmua m d the 
agreemen1 that the pmwters have entered into &h the respectiva fudng 
institutam. they are not in a posi(ia, to dbdma infomation to any other ixhithd I 
corpocate enIity, except direcny to other funding ktiMbm. 

B. Do yw plan to submit thb pmj.c( to a private venture apit8l firm a an 

international equity organhrtion (e.g. REEF)? If yes idmUfy spuitic fud md 

elaborate on negotiations. 

REEF was approached but the matter did not prowed. pmm(ers are ID 
negob;ate wilh a Mi agency in Switrerltnd bul they are not in a posilia, io 
d i t h e d a t e  and any otherinfmwtim to any individudlcorporateenblya Ws 
poinfdtime. 

C. Do you plan to submit this pivjed to an intrnutbnrl fonder for arba, 
emissions reductions (e.g OI.gon Cllmate Trust)? If yes, plwse spedfy 
tender and dosing date for suknisdon. 

T h e p r o j e c t w o u l d l i k e t o s u b m i l t h e p m i e d t o a n i l t e m a t D l a l ~ ~ R e  
Natsowce,theNelherbndsgovemmentfund,oramMerfrndto~forcarbcn 
offset uedii under the Kyoto Prolocol instruments. a lo bade the dfseh on Ihe 
open market. 

lndianprojectdevebpersshwldatsobdcforprivateinvestorrwhomaywishbinvestinthe 
carbon ofFsets generated by the proled. The projed pmwters and fadtatas have the 
utmost confidence. backed by data. that the project will pass the rigomus tesb 
that are set under the Protoad fa pmjects to qualify as CCMR. 

Address 
C i i .  State. Pmvince 
ContadName 
CMllaclPhone 

Kamrddra. lndrr 

I 



9. Project Management Team 

-~ p~ p~ 

10. Project Promoter Financial History 

I What were ~ r o f ~ a b i l i i  fiwres I Promoter of APPL, Karnataka Allovs have ~rofflable 1 1 last 3 years? I operations for last five years I 
I I 
1 Book value of fiml? I SPV is recently floated 

EPS reserves and surplus 
last 3 years? 
What is current business? 
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SPV is recently floated 

Manufacturing Steel and 

' What are synergies between 

superfine sizes used in various Electrical and 

Electronic industries. 
- 

Experience 8 Expertise in the industrial sector. 
business and this project? 



B r & n y d s s a i k l h o ~ e x ~ , i f m y . ~ b y ~ p r o l w ( p r a n o b . .  
Has tho pmmatsr developed sImW -7 

T h e p m p o s e d p o j e d i s ( h e m ( ~ v a s t e t o s n a g l p o j e d ~ t h a m n b y . ~ . ~ a r p f o y s  
a s t a n d a r d a m b u s l a n t ~ . R a n d m h a M s W a d ~ r r h o h ~ ~ ~  
m desiphg and operating ptants based a, Itis techndagy. Also. (he panden have conduded a 

12. Special Purpme V e h i  Cantact lrdamation (If appCEaMe): 

I Name d S W  I ABC Power Rivate Lmi(ad 
IAWress 1 8-1-33212 M. G. ~oad i 

- "  
in place I 
Saiient t m  

1 

cay. *. Rw*lce 
CultadNane 
ContadPhon, 
C d d  FAX 

Kamtaka. India 
Mr. Vasudevan 



I Length of the PPA. (Years) 1 20 

Purchase ?me? . - .. 
Can the project sell power directly to 

I I 

major consumers? (Yes or No) 
What are the securities provided for the 
revenues? 
Have the domestic lenders approved 
these mechanisms? 
Are there any special clauses, or 
provisions of relevance to the 

What is the initial purchase price? 

A Letter of Credit (LC) from KTDC. = 3.32 Paise Per Unit 

1 investors? t 
' What are the terms of Payment to the / 30 days from the date of presentation of 

I What is the annual % increase in 1 5% 

project developers? 
Are there any special clauses of 
relevance to the investorsnenders? 
Have the domestic lenders a ~ ~ r o v e d  

bill. 

. . 
the payment terms? 
What are the major provisions (event Commonly accepted definitions of FM 
definilions, treatment of the off time, events, Period of the FM not to be 
etc.) of the Force Majeure dauses. 

considered for LDs 

What is the method of fixation of tariff Tariff is to be calculated at the notified rate 
(two part, availability etc.)? 
Are there any provisions for deemed of 2.251Kwh in 1994-95 with an escalation 

generatinglpenalties? @ 5% p.a. 
What is the treatment for infirm power? 
Have the urovisions for a chanoe in law. Yes 
terminatio'n. liquidated damages, etc 
been approved by existing 
lenders/investors? 
Would the SEBIgenerating utility want a Not specified 
share in the Ownership of carbon 

- offsets? 

- 
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Fuel suppty agreement signed I Is in the process d being signed 

WaterIulilily suppby agreement signed Not 

Shareholdar's agreement entered into 1 Yes. The S W  b 100X ouned by the I 
behweenexistingeqr61yholdecs m. 
Special provisians d above ]None I 

I 



17. Quantify and Describe Risks 

1 I I I Limited (APPL) already has PPA with KTDC I I and the state is in power deficit. 
I CountryISovereign I N/A I No foreign technology is involved so the 

Regulatory 

Contradcounter 

Party 

Technology 

Management 

1 I I 

Average 

Low 

Low 

. .  . - - 
The technology is standard combustion 
based power generation. The technology has 
been specifically designed for this power 
plant with the help of technical experts in 
India. 
The project management of this SPV 
company, APPL come from the parent 
company, and have a proven track record as 
part of the successful management team of 
the parent company for the past 16 years. 

countrylsovereign risk is nil 
KERC is regulating the power sector in the 
state. 
There are no significant contractual risks 
associated with this project. since the source 
of the fuel is poukly fans, which are 
producing abundant waste. Other major 
contracts are low risk. 

No nonstandard construction is necessary in 
this oroiect. construction risk is neolioible. 

Construction Low 

no immidiate coflee!~tidn' ii anticipated 
Low Indian stock markets have matured. The 

~ 
1 ,  

company law permits investment and sale of 
shareholding freely. Thus, Exit should not 
pose any difficulties. 
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Enforceability of 

Contracts 

Competition 

in the state. Given the wide disparity 
I 1 between the power needs of the state and 

the abilitv to source a su~olv for this demand. 

Low 

Low 

Indian legal system is well established and 
contracts are enforceable 

APPL is using poultry waste as fuel which, to 
1 date, has not been used in power generation 



18. For risks i d e M  h section 14. d i  MigalbdCowmge mearues 

applicable. 1 

1 Regulatory Icunentlymsmkisbw,however~measues 
I 

Market 

CounbylSoveraign 

mitigation measues have nd been prepaed. 

Totalprodvdiarhasbeensdd,f&mageemenlrvi(h ! 
'buyechplace.Riskmit igat ion~arenot 1 8 

anIic@ated in the near term. other than 

sbategies for Rng a greater podudion demand. 
I 
i 

This risk is low. m*igation maasues are not 
I 
I 

1 
1 Cons- Thin risk is low, so mitigation measues are not 

needed. 

designed by exptwhml lndi  machinery poduzrs. 

as a risk preventive measure. 

MaMgement  his risk is bw, no Migah-~ maasues are necessary 

Con- needed. 

Thismkisbwduatoimnensedemand.soshoct 

term mit@Wn measues are nd needed. 

~ c w e f a g e ~ ~ s h w l d b e c o n s i d e r e d m  

I 
the bngterm ksiness plan. 

I 
1 Eat Thisriskisalsolowsomitigationmeasuesarend 



Checklists were adapted and complied from a variety of sources including Natsource. and 
LLC: 

1. CCMP Applicability Macro Checklist 

. . . _ .  ?. . .  -, :.:.,, , . . "yv-..*- :. ..-W,?* Y', 7 

-::;. ;? ~~<~t~*~~~$:+~g~.;5~~+~ . 
long-term. 

I 1 additional and verifiable emissions reductions vis-A-vis current 1 I I 
baseline akematives? 

development benefus such as increased 1 Yes I 

-under 4 5  gigawatt hourslyear savings for energy efficiency I 

employment and protecting biodiversity? 

Does the project rely on ODA from Annex B Countries? 

Has the project received host country approval? 

Does project meet size definition for Bonn Fast Track projects? 

-under 15 MW for renewable projects 

1 : -under 15 kilotonnes C02E for emissions reductions from 1 I I 
process changes 2 

No 

Does Not 

Yes 

2. CCMP Calculations. Monitoring and Verifmtion Checklist 

Apply 

. .  .. -.- 
< .:, . . I S  : . , ; :  . . -rI"lni 

.i . :. .ii,:,*-~:; .;: , :, . .*, ', i. \ _ 
- .:'< " , ' . . . .. .. L L .  , .. .. 

a discrete reduction of imrssions? Yes 
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Have the emissions reductions been estimated wah an 

accepted methodology? 

Has a monitoring methodology been established? 

Has a third party verifier been contracted to venfy actual 

emissions reductions and sustainable development gains? 

Has clear ownership of emissions reductions been determined 

and documented? 

Yes 

No 

Does not apply 

Does not apply 

I 



3. Carbon aawntingdetails 

ThepropdW==gfi'Jparer- 
h o m i h e ~ p o w e r ~ h l h e  
I-ebmtLOadCenter. Disarssms . . . m 
thepcmarbaramrrsanacl(haibirsh 
~ t h a t m a q @ a l p l a n t i s a m e n n d  
pLantoperatingc+l-urage. 
Thenextstep.rrarbasoectai,lhe 

I quaCtylvacietydltmcoaf~iSbeingussd 
to generate the power. Most d the cod 

i used lor lhe p.pose d power generidon 
is anlhracile cod. i 
Thebssehepowerpta(issrsunedtD 
operateatanoverelemdencyleveld 
25%. 

The Trensmksion and Di&b&m bsses 
have been assumed at 20X. 

2 Baseline Emiulons TCOZ 34696tomdCO2peramm 

3 Project Emissiom TCOZ 0 

4 E m W i  reductions TCOZ (2- 34696 tons of C02 per amm 
3) 




