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Abstract: This treatise points out that, before EB53 meeting, one of the fundamental reasons for registration of CDM
project in China to be rejected and withdrawn by EB is the problem appearing in terms of the three points (period) of
prior consideration, investment decision and start date understood and stated by DOE as well as relevant documents
provided by pp. It takes a consulted hydropower plant in China as an example, lists various mistakes done by DOE in its
validation process, studies and points out the common reasons for those mistakes and causes in depth related to
construction of regulations for EB and implementation of it as well as conflict of interest for DOE, puts forward the
methods and evidences to deal with these problems correctly, and sums up them as “two time points and one time
period”. In the end, it recommends that China DNA should take an investment action on the projects involved in these
problems and report to EB. Meanwhile it takes a further discussion on key points to this thesis and proposes views and
relevant recommendations.

K eywords. Executive Board of CDM (EB); Designated Operational Entity (DOE); Project Participants (pp);
Clean Development Mechanism (CDM); Prior Consideration; Investment Decision; Start Date;
Time Point (period)
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ments done by chartered specialists — contract of equip-
ment or construction/operation services
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Figure 1. Timelinefigurefor “two pointsand one period”
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Table 1. A timeline of events and actionsrelevant to the proposed CDM project activities
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Table 2. Different conclusion, view and evidence on the validation to hydropower project A between DOE and consultant
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MR
1) EB %5 41 (R&BERE MR 46 5 5 B (a) T

Proposed project activities with a start date before 2
August 2008, for which the start date is prior to the date
of publication of the PDD for global stakeholder con-
sultation, are required to demonstrate that the CDM was
seriously considered in the decision to implement the
project activity. Such demonstration requires the follow-
ing elements to be satisfied:

(a) The project participant must indicate awareness
of the CDM prior to the project activity start date, and
that the benefits of the CDM were a decisive factor in the
decision to proceed with the project. Evidence to support
this would include, inter alia, minutes and/or notes
related to the consideration of the decision by the Board
of Directors, or equivalent, of the project participant, to
undertake the project as a CDM project activity.

i’%j:

XTIUH FFA A AE 2008 4 8 H 2 Hr, HuiH
THiG HAE A SRR 23 R A7 PDD SCfF H Z i
EUIH 5 3),  EERAEBIAE R E ST H S B
INEEJE T CDM M. XAERIEESR AR &R
73 25 2 -

(a) WUHZ 548 N5 48 HAEIH 46 H AT e
CDM, Jf HAE R EHEE XA H i #Er, CDM Y
i MNRETERIR R . SCRF IR N S 04, HA
RT, SEELHEREHIHIE N CDM HUH KIT
RIJH R VACFA/EEES, BRI, HHZ2 5%
= BHL A/ B D -

2) EB % 41 R=VIREMIT 45 58 7 B(EEMR
1)[10]

7. Guidance: In the case of project activities for
which implementation ceases after the commencement
and where implementation is recommenced due to con-
sideration of the CDM the investment analysis should
reflect the economic decision making context at point of
the decision to recommence the project. Therefore capital
costs incurred prior to the revised project activity start
date can be reflected as the recoverable value of the

assets, which are limited to the potential reuse/resale of
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tangible assets'.

Rationale: At the point of taking a decision to re-
start implementation of a project as a CDM project
activity, the key issue of interest to an investor is the
costs and revenues including the incentives from the
CDM accruing from continuation of the investment.

!Capital expenditures should be included not at the
original investment costs but at the market fair value at
the point of the decision to proceed with the investment,
demonstrating the value through assessments done by
chartered specialists.
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54. The Board clarified that in cases where project
participants rely on values from Feasibility Study
Reports (FSR) that are approved by national authorities
for proposed project activities, DOEs are required to
ensure that:

(a) The FSR has been the basis of the decision to
proceed with the investment in the project, i.e. that the
period of time between the finalization of the FSR and
the investment decision is sufficiently short for the DOE
to confirm that it is unlikely in the context of the
underlying project activity that the input values would
have materially changed.

(b) The values used in the PDD and associated

annexes are fully consistent with the FSR, and where in-
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consistencies occur the DOE should validate the appro-
priateness of the values.

(c) On the basis of its specific local and sectoral
expertise, confirmation is provided, by cross-checking or
other appropriate manner, that the input values from the
FSR are valid and applicable at the time of the invest-
ment decision.
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67. The “Glossary of CDM terms” defines the start
date of a CDM project activity as: “the earliest date at
which either the implementation or construction or real
action of a project activity begins”. To facilitate the clear
definition of this term the Board further clarified that:

“In light of the above definition, the start date shall
be considered to be the date on which the

project participant has committed to expenditures

related to the implementation or related to the construction
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of the project activity. This, for example, can be the date
on which contracts have been signed for equipment or
construction/operation services required for the project
activity. Minor pre-project expenses, e.g. the contracting
of services/payment of fees for feasibility studies or
preliminary surveys, should not be considered in the de-
termination of the start date as they do not necessarily in-
dicate the commencement of implementation of the pro-
ject. For those project activities which do not require con-
struction or significant pre-project implementation (e.g.
light bulb replacement) the start date is to be considered
the date when real action occurs. In the context of the
above definition, pre-project planning is not considered
“real action”.
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