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Introduction

All JI/CDM projects have to demonstrate environmental additionality in their baseline study. However, in many cases, a  developer of a potential JI/CDM project has a relatively short “window in time” to make a decision whether to apply for JI/CDM or to try and get the project implemented without the benefit of the carbon payments for the emission reductions.

In addition, JI/CDM project development is a time consuming task due to the many steps required in the project cycle. Due diligence of the project and preparation of the baseline study, monitoring plan and Project Design Document can take 6-12 months.  Therefore, matching the “non-JI/CDM” project preparation with the JI/CDM project cycle requirements is not always possible. 

This does not necessarily mean that a project could not in some cases go ahead without certainty of getting it validated as a JI/CDM project. I.e. the project developers may decided to take a risk and go ahead with a sub-optimal (from an investment decision point of view) project. Often this means that they go ahead with projects that are not least cost option. There may also be strong commercial reasons for taking the risk of moving ahead without JI/CDM validation (such as missing a complete or major part of a business cycle in the case of a resource dependent projects, e.g. hydro plants, or a heating season in the case of district heating or building energy efficiency projects).

Criteria for JI/CDM eligibility

Given the issues described above, under what circumstances can a project that is moving to implementation still be considered eligible for JI/CDM? As its policy, PCF applies the following criteria to determine eligibility:

A project will not be eligible for consideration for PCF Financing unless the project sponsor is able to show that it has taken into account the opportunities presented by  JI/CDM in the structuring of its financing and is aware of the requirements of these mechanisms including environmental additionality.  The project sponsor may demonstrate this by providing evidence of, among other things : 
1. Contacts and substantive discussions  with potential buyers of ERs prior to the conclusion of the financial package; OR
2. Exploration of the environment additionality of the project, e.g. by the initiation of a baseline assessment. 

Sufficient records on the above have to be presented, e.g. through meeting minutes, mission reports, emails or other form of paper trail.

