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Background

The newly established Prototype Carbon Fund (PCF) at the World Bank has started to prepare a pipeline of possible projects, which is expected to generate greenhouse gas (GHG) emission reductions. The first project in the pipeline is the “Liepaja Sustainable Solid Waste Management Project” in Latvia. The project will inter alia replace conventional waste management and landfill technologies with an energy cell technology which will produce and capture methane for power and possibly heat generation.

The project will partly be financed by the PCF through a Carbon Purchase Agreement with the Government of Latvia and the municipality of Liepaja. In return, the Latvian authorities intend to agree to transfer all or a part of the verified and certified GHG emission reductions that the project will achieve while meeting all relevant UNFCCC requirements, in particular all requirements for projects under Art. 6 of the Kyoto Protocol (joint implementation), requirements of the host country (Latvia), and any requirements of the PCF as contained in the PCF Information Memorandum and other relevant PCF documents.

A feasibility study for the overall project has been conducted. Currently, a baseline study for the GHG component is underway. Further, as part of the project design, a monitoring and verification protocol (MVP) for the GHG component must be developed. The project, including the GHG baseline and the MVP, will then be subjected to a validation process, after which the project can be appraised and approved for implementation.

The MVP

The present terms of reference are the basis for a contract which the PCF intends to award for the development of an MVP for the GHG component of the Liepaja project. 

The purpose of the MVP is to facilitate and guide the monitoring of the performance of the project’s GHG components as well as the verification of the GHG reductions achieved by the project and of the project’s compliance with all relevant criteria. More specifically:

· Monitoring is the systematic surveillance of the project’s performance by measuring and recording performance related indicators relevant in the context of the Kyoto Protocol and the project agreements.

· Verification is the periodic auditing of monitoring results, the assessment of achieved emission reductions and of the project’s continued conformance with all relevant project criteria.

· The MVP defines a project-specific standard against which the project’s performance in terms of its GHG reductions and conformance with all relevant criteria will be monitored and verified. As such it will be part of the project agreements between the PCF and the host country counterparts.

The Liepaja project includes two GHG components: (1) the capture of methane gas, which is to be produced in the anaerobic digestion of organic waste in energy cells, and the prevention of the escape of the gas to the atmosphere, and (2) the utilization of the captured methane gas for power generation, which is to be supplied to Latvia’s national power grid, and possibly also the generation heat. The first GHG component is expected to generate emission reductions against the baseline of a sanitary landfill without methane capture. The second GHG component is expected to generate emission reductions by replacing more carbon intensive fossil fuels used in the generation of power for use in Latvia. Measuring the fossil fuel replacement effect is expected to require detailed information on the dispatch features of the Latvian power grid including power imports. The MVP will have to be sensitive to the possible developments of the baseline over time as spelled out by the baseline study for the project. While the two GHG reduction components are linked, the MVP shall treat both components separately. The MVP shall, as far as reasonable, address indirect effects that are likely to decrease or increase the overall GHG reduction effect of the project. 

Tasks

The consultant will develop and deliver an MVP, which shall have the following features:

1. The MVP will be specific for the Liepaja project. It will cover the project’s two GHG components (methane capture, power generation) separately. In developing the MVP, the consultants are expected to make use of existing knowledge and generic templates where feasible, in particular: the ILUMEX draft model MVP, the UNFCCC URF (Uniform Reporting Framework) for AIJ projects, the IPMVP (International Performance Measurement and Verification Protocol), the LBNL (Lawrence Berkley National Laboratory) guidelines on MERVC (Monitoring, Evaluation, Reporting, Verification, and Certification), the ISO 14000 standards series for environmental auditing, and other related and relevant work. The consultant will ensure that the MVP embodies best-practice monitoring procedures and meets relevant industry standards.

2. The MVP will describe how baseline and project emissions shall be measured and verified. The MVP will also describe how indirect emissions (positive and negative) that occur outside of the project boundaries as a consequence of the project shall be measured and verified. Ideally, the MVP will include an algorithm that allows to calculate baseline and project emissions and related emission reductions and correct the latter for any relevant indirect emission effects. The algorithm should make use of observable indicators to the extent possible and reasonable. The consultants shall advise on and discuss with the PCF staff which indirect effects should reasonably be addressed by the MVP taking into account (1) the costs of measuring and verifying those emissions, (2) the emission reduction quantity that would be captured or lost by including or not including certain indirect effects, and (3) the risks of exaggerating actually achieved emission reductions by not including certain indirect effects. 

3. The MVP will define observable indicators that will permit to determine the baseline and project emissions as well as any indirect emissions. The MVP will also define indicators that will allow to monitor and verify compliance with all relevant project criteria (UNFCCC, host country, PCF), including criteria for the project’s contribution to achieving sustainable development. The indicators shall be selected with a view to ensuring a reasonable balance between comprehensive coverage of all relevant facts, the costs of measurement and monitoring and the ability to audit and verify the project and its emission reductions. Where observable indicators cannot be defined, the MVP will rely on conservative assumptions and use parameters that are unlikely to result in an overestimation of project performance and emission reductions. 

4. The MVP will spell out all relevant procedures and prerequisites, in particular how the specified indicators will be observed, measured or monitored, how the observations, measurements or monitoring results will be processed and recorded, and how they will be used, and presented for audits and verification. The MVP will also determine the responsibilities for monitoring and indicate which equipment, personnel, organizational and other provisions must be made and used in the monitoring process. The MVP may include instructions for a management system and for training if this is deemed necessary to ensure a high quality of all monitoring activities. 

5. The MVP will include a detailed, best-practice audit and verification plan for the GHG component of the project. The plan shall include all information that appears relevant for the project entity, the auditing/verification entity, host country authorities, and the PCF in preparing for and conducting the audit and verification process. The audit and verification plan shall at least include information on the following aspects: 

· When and how often will the project be audited and the GHG reductions be verified. When and how will the initial verification (before start of operations) be conducted.

· Which qualifications shall the auditors/verifiers possess and how will the auditing/verification entity be selected.

· Which will be the scope of the audit and verification process, and which activities will be a necessary part of the process.

· Which records and other information must be submitted to the auditors. Which data sensitivities exist and how will they be dealt with.

· How will the audit be planned and conducted. How would the audit and verification teams and the project personnel coordinate and cooperate. 

· What will constitute a satisfactory audit and verification outcome. How shall disputes be resolved.

In developing the MVP, the consultant shall make the necessary choices with a view to facilitate a transparent monitoring and verification process that will ensure the quality of the project’s GHG reductions. Quality is defined as a high probability that the verified emission reductions will be accepted as credits within the context of the UNFCCC and the Kyoto Protocol. This requires that the MVP must be robust in responding to the evolving UNFCCC guidelines and modalities for the project-based mechanisms (JI, CDM) of the Kyoto Protocol. This in turn necessitates a comprehensive and conservative approach to the selections made in the MVP.

The consultants are expected to:

· assemble a list of critical issues and an outline of the MVP; discuss both with PCF staff.

· develop and submit a draft of the MVP; flag, advise on, discuss with, and agree on critical choices with PCF staff. 

· finalize the MVP taking PCF guidance into account.

· make adjustments to the MVP if such adjustments are necessary before a positive validation report can be issued.

Documents

The PCF will provide the following documents, which are part of the present terms of reference where relevant. The consultant shall use the provided information plus any other relevant background information to which the consultant has access, in particular the information referenced in Section II. No. 1. above, as input into the process of developing the MVP: 

Project documents:

· World Bank (1999): Draft Project Appraisal Document: Latvia – Liepaja Regional Solid Waste Management Project. (confidential)

· SWECO International (1999): Feasibility Study: Design and Environmental Assessment  of Sustainable Solid Waste Management for Liepaja City and Liepaja Region, with Annexes. (confidential)

· SWECO International (1999): Environmental Impact Assessment Report for the Feasibility Study: Design and Environmental Assessment  of Sustainable Solid Waste Management for Liepaja City and Liepaja Region, with Annexes. (confidential)

· World Bank (1999): Liepaja Cost Tables. (Excel spreadsheets) (confidential)

· PCF (1999): Baseline Study for Liepaja Sustainable Solid Waste Management Project. (confidential)

Background documents:

· PCF (1999): Validation, Verification and Certification for PCF projects.

· PCF (1999): Baseline Methodologies for PCF projects.

· PCF (1999): The Prototype Carbon Fund: Information Memorandum (confidential) and other relevant PCF background documents

· Det Norske Veritas (1999): ILUMEX Verification and Certification Exercise. All five reports, in particular: ILUMEX Draft Model Monitoring and Verification Protocol.

Time Table and Deliverables

December 10, 1999:
Delivery of documents. Start of consultant work.

December 15, 1999:
Submission of MVP issues list and outline. Discussion with PCF.

December 24, 1999:
Submission of Liepaja draft MVP.

January 4, 2000:

Discussion with PCF staff. 

January 7, 2000:

Submission of final MVP to PCF.

The Liepaja project is expected to be validated January 2 – 21, 2000. A project workshop is planned in Latvia for January 24 – 28, 2000. Between January 31 and February 2, 2000, the consultants will adjust the MVP, if necessary based on the results of the validation process and the workshop. In this case, the final validation report is expected to be issued on February 7, 2000.
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