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1.

Background

| MpPOrtance of the technical issues of the procedures for

the CDM/JI scheme such as definition of system boundary
and baseline setting.

Urgency of the generating common understanding on the

technical issues of the procedures towards the necessary
consensus on the CDM/JI at an international level.

Necessity of positive discussions about the technical

Issues of the procedures for the CDM/JI scheme from a
project implementer’ s point of view.



Objectives

- to identify technical issues of the procedures for
the CDM/JI scheme to be discussed from a
project implementer’ s point of view



Necessary clarification for CDM/JI project

When planning projects, the project implementers
should clarify the following items:

(1) Theamount of GHG emissions reductions or
enhancement of removals estimated at the

planning stage and the estimation
methodol ogies.

(2) Methodologies and systems for monitoring
GHG emissions or removals.



Technical work steps

Step 1.

Outlining the project plans

Estimating GHG emissions
reductiongenhancement of removals

Documenting theresults of estimation
Step S: \J_L/

Designing the monitoring plans



Step 1:Outlining the project plans
1-1.
-international statistical data,

|dentify natural and socio-economic factors relating to the host-country statistical data,
project implementation, in the host country as well asthe “national programmes,

local area (local government level) where the project will -regional development

be implemented. programmes

1-2: @

| dentify processesrelating to
GHG emissions/removals

Extract the technologies, methodologies and processes, -highest performance/diffusion

etc., relating to GHG emissions and removals, and level of the technology
in the international community,

ascertain the international status and the host country e
: ; -the newest/the most diffusible
status (state-of-the-art, rate of diffusion) of them. technology in the host country

1-3 -

Estimate the lifetime of the project



Step 2: | dentifying the project impacts,
and determining system boundaries

" Direct impacts' aredefined as " Indirect impacts' aredefined as
impacts that arise from activities that impacts that do not relate directly to the
result in GHG emissions and principal project objectives. They relate

removals, in direct relation to the
achievement of the principal
objectives of the project.

2-1:

indirectly to the project implementation
process and outputs from activities that
result in GHG emissions and removals.

| dentify impactsrelating to GHG emissions/removals

(1) Project impacts relating to GHG emissions and removals are identified, and
classified into direct and indirect impacts.

(2) Thedirect and indirect impacts are summarized in the Flowchart of Project |mpacts
(Flowchart B).

(3) Each activity that can cause direct and indirect impacts are classified using the
Flowchart C and D, and ways to consider the impacts are decided upon (Table 4).

2-2. Q

Deter mine system boundaries

Referring to the Flowchart of Project Impacts, the system boundaries are determined,
taking into account direct and indirect impacts that require consideration (Flowchart E).



Classification of direct and indirect impacts

direct

energy-efficiency improvement project of steel-works

i mpaCtS GHG emissions/ indicators of activities boundary
removals (A E)
()
. . ccil fiiol conalimntion
Impacts rﬁUCt'_?? I indirect energy-efficiency improvement project of steel-works
Or 10ssll Tue
frqm . : . items activities relatedto classification system
principal consumption impacts GHGemissions/ | indicators of activities boundary
objectives remod Al ()
J ; : L. . fossil fuel consumption,
ndimpacts fossil fuel mining and processing | e ond a
L_{from Consumption of fuels processing of fuel
pr inci pa| collection and waste plastic consumption
re . . pr ocessing of waste method of collection and a -
pl obj ectives plastics processing of waste plastics
eduction | o O ey (o0 dficiencyi o e e
reauction in energy-efficiency |power plant caused by owor b amy pplying d N
of power E of power plant significant decr ease of energy—effic;ienc,y of the
consumption o power supply supplying power plant
N : : amount of construction
— other Impacts fossil fuel ) mining and processing |materials,
decarbonization |, consumption  |of construction methods of collection and a -
of fuels 0 materials processing of construction
materials
Other fOSSI| fuel O mining and or ocessin consumption of iron ore,
; nsumption |9 9 andpr 9 |method of mining and
Impacts consumptio of materials (ironore
1 ' |processing of materials (iron a -
tr etc.) ore, etc.)
E incr ease of production needs of dientsto steel
tr and enlar gement of .prOdUCtS’
i market caused by increase amount of steel
] ner ease of demand as a products as a result of quality f -
- improvement,
tr result of quality enlargement of market asa
|| Impr ovement result of quality improvement




ener gy-efficiency improvement proj ect

of steel-works

improvement of steel-works

- flow of construction materials -

(construction of infrastructure)

- flow of materials (iron ore, etc.) -

*mining of *processing *transportation
materials of materials of materials

mining Site  processing site

- flow of power -

(significant decrease of power supply)

*decr ease of efficiency of
supplying power plant

supplying power plant
effects of power saving, etc.

- flow of waste plastics -

useof*aterials
. : .

*mining of | *processing| *transportation of EEETElEn Og]cmsrumm

fining of construction materialy LR
construction - (removal of old facilities) - flow of waste -

materials X \ /

raes GEz SHUEEE *ti tati *disposal of

— - - - K A ransportation isp

mining site  processing site *operation of construction o waste i,
machnery
‘ disposal site
(landcover change)
*change of biomass
steel-wor ks
operation of sted-works
- flow of fuels-
- . *transportation : :
*mining of N *processing Ofs‘f)uds ( onsumpuon of materials and fuels) effects of fuel
fuels of fuels -ironore saving etc
mining Site  processing site =I=lliEE
- *limestones

(consumption of power)

reduction of fossil fuel

consumption

- improvement of combustion
efficiency

- efficient use

- heat recovery

- renewal of private power plant

reduction of power consumption

- improvement of power
consumption efficiency

- heat recovery

decar bonization of fuels

*collection *processing| .
of waste [ of waste tmmlt:;?éof
plastics plastics p

processing site

- use of waste plastics

effects of power

<principal activities of project> I

saving, etc.

Flowchart B

Thedirect and indirect
Impacts are summarized
In the Flowchart

of Project | mpacts.

__— system boundary

effects of project activities

*increase of GHG

emission reduction by
spill over effect asa ‘

Direct impacts

result of increase of
similar projects

steel-works

supply of steel products

effects of project activities

*decrease of activity of \
other steel-worksin the
market boundary asa
result of quality
improvement of project
steel-work

other steel-works

2 *

- flow of steel-products -

(production of sted products)

*increase of production caused by
increase of demand asa result of
quality improvement

*transportation of steel products

*enlargement of market
caused by increase of
demand asa result of
quality improvement

steel-works

note: 1) —p indicatesthe flow of fuels, materials, power, products.
inidicates impacts related to project activities.

effects of project activities

neighboring area

| ndirect impacts



10

Consideration of direct and indirect impacts

using Flowchart C& D
2-1.

(1) Project impacts relating to GHG emissions and removals are
Identified, and classified into direct and indirect impacts.

(2) The direct and indirect impacts are summarized in the Flowchart of
Project Impacts (Flowchart B).

(3) Each activity that can cause direct and indirect impacts are
classified using the Flowchart C and D, and ways to consider the
Impacts are decided upon (Table 4).

2-2: i
Deter mine system boundaries

Referring to the Flowchart of Project Impacts, the system boundaries
are determined, taking into account direct and indirect impacts that
require consideration (Flowchart E).



Flowchart for Consideration of Direct Project | mpacts

Isthe direct impact from a principal activity
related to GHG emissions (removals) (i.e., an

activity closely connected with the project’s
Flowchart C primary objectives)?

NO YES

v

I sthe same activity being assumed
in the baseline case?

NO YES
\ 4 L 4
Isit possible to logically prove that the Isit theoretically possible to logically prove that the
GHG emissions (removals) are small GHG emissions (removals) from the same activity in
enough to beignored, using past cases the baseline case, are the same in quantity asthe
and documented values? GHG emissions (removals) from the relevant activity?

YES NO . YES

NO
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How to consider each category of direct impact

using Flowchart C

Category Consideration

A Count al GHG emissions (removals) related to the relevant direct impact.

B Include the relevant direct impacts within the system boundaries, but do
not include them in the estimation items for project emissions (removals).

C Include the relevant direct impacts within the system boundaries, and do
include them in the estimation items for project emissions (removals).

D After comparing with total GHG emissions (removals) and confirming
that the GHG emissions (removals) from the relevant direct impacts can
be ignored, exclude them from the system boundaries and estimation
items of project emissions (removals). The comparison is based on past
cases or documented values of GHG emissions (removals) relating to the
relevant direct impacts.

E Include the relevant direct impacts within the system boundaries, and do

include them in the estimation items for project emissions (removals).



Flowchart for Consideration of I ndirect Project | mpacts

At the project planning stage,
can the occurrence of the
indirect impacts be foreseen?

Flowchart D

NO YES

v

At the project planning stage,
can the extent of indirect
impacts be estimated?

NO YES

vy v

Isit possible to establish an
indicator to determine

During project implementation, is
it easy to ascertain the extent of
whether the relevant indirect the relevant indirect impacts
impact has occurred? through monitoring?
I NO 1 YES
NO* YES \4

13

Arethere any similar past

cases?

NO

YES

Isit possible to theoretically prove that the
extent of the GHG emissions (removals)
from the relevant indirect impacts can be
ignored, based on reference to past cases
that were quantified, or documented
values?

Isit possible to theoretically prove that the
extent of the GHG emissions (removals)
from the relevant indirect impacts can be
ignored, based on reference to past cases
that were quantified, or documented
values?

NO

YES NO | YES
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How to consider each category of indirect impact

using Flowchart D

Consider ation

Category
a

After comparing with total GHG emissions (removals) and confirming that the GHG emissions
(removals) from the relevant indirect impacts can be ignored, exclude them from the system
boundaries and estimation items of project emissions (removals). The comparison is based on past
cases or documented values of GHG emissions (removals) relating to the relevant indirect impacts.

Take the relevant indirect impacts into account within the system boundaries, decide on an
equation for calculation and estimate the GHG emissions (removals) from the relevant impacts. In
addition, decide on the monitoring items, conduct monitoring during implementation of the
project, and ascertain the actual GHG emissions (removals) from the relevant impacts. The result
isreflected at the time credits are acquired.

Take the relevant indirect impacts into account within the system boundaries and use past cases
and documented values to make an assumption of the GHG emissions (removals) from the
relevant indirect impacts (e.g., 10% of the total emissions). Set this as the “ subtraction factor for
indirect impacts that cannot be considered” and reflect thisin the amount of credits obtained.

Take the relevant indirect impacts into account within the system boundaries and decide on an
indicator to judge whether or not the relevant indirect impact occurs. During project
implementation, or after implementation, if the relevant impact has clearly occurred, it is dealt
with by setting the “subtraction factor for indirect impacts that cannot be considered” asin ‘c’,
with reference to past cases and documented val ues.

The relevant indirect impacts are not taken into account within the system boundaries, but similar
cases are referred to, and the potential for the relevant impact to occur and their extent are noted.
These items are confirmed at the time credits are acquired.

The relevant indirect impacts are not taken into account within the system boundaries, but are
considered when the baseline emissions are reviewed, using this flowchart again.



Classification of direct and indirect impacts
by project activities

Energy-efficiency improvement project of steelworks

steel products
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result of increase of
similar projects

reduction effect of the project

. Dir Items Activitiesrelated to Classificatio| System
|mpacts GHG emissons  |Indicators of activitieg n boundary
removals (A E) (+-) — - -
I mpacts Reduction improvement of fossil fuel consumption, Il Energy-efficiency improvement project of steelworks
from principal of fossil fuel combustion efficiency I:ceilli?:sng of renewed A * I Items Activitiesrelated to Classificatio| System
obj ectives consumption fossil fuel consumplion, Impacts GHG emissons’  |Indicators of activities| n boundary
efficient use fuel saving of renewed A + removals (a_e (+-)
facilities | mpacts Fossil fuel . : fossil fuel consumption,
fossil fuel consumption, pacts - mining and processing method of mining and a -
A from principal consumption of fuels :
heat recovery fuel saving of renewed A + Tr rocessing of fuel
it obj ectives B g
facilities collection and waste plastic consumption
fossil fuel consumption of processing of waste | method of collection and a -
renewal of private private power plant, A . plastics processing of waste plastics
ower plant energy saving of renewed — - N
P p! it Decrease (.)f. decrease of efficiency powsr fogfmﬁtlon ofl steel
Reduction power consumption ener gy-efficiency of power plant caused \FI)VU\OTN; plantyt oS d +
improvement of power ; ' of power plant  |by significant decrease i
. N power saving of renewed A + energy-efficiency of the
of power consumption efficiency |4 of power supply - ?yin owe? ant
consumption pplying p: pla
power generated by heat Other impacts Fossil fuel o _ [amount of construction
heat recovery recovery A * consumption mining and processing |materials,
— of congtruction methods of collection and a -
Decarbonization |ygs of alternative fuds waste plasic conaumption A . materials processing of construction
of fuels (waste plastics) materials
T " . : consumption of iron ore,
Other impacts Fossil fuel ion of mining and processing pion o
i operation scale of project D - of materials (iron ore, method of mining and a -
consumption construction machinery ac) * |processing of materials (iron
: amount of construction : ore, etc.)
;T;?S;?g:&im ol [maeras D - increase of production |needs of dientsto steel
distance from supply site of and enlargement of products,
: amount of waste, increase amount of steel
transportation and waste type, D B mz::secz?ze;n?n das products as aresult of quality f -
disposal of waste distance from disposal site It of qualit improvement,
fossil fuel consumption, laresu of quality enlargement of market as a
transportation of fuels |distance from supply site of B + improvement result of quality improvement
fuels Reduction of fossi| [decrease of activity of + of Steel produdtswith
transportation of iron ore consumption, fuel consumption other steelworksin the amo“”t " p;d 'éej‘t’)"'
materials (iron ore, distance from supply site of B + market boundary asa current quality proc y
etc) materials (iron ore, etc.) result of quality other steelworks, fue f i
t : tation of wast improvement of this consumption by otter
l;éar;sipczr 10N OF WBSIE |, acte plastic consumption D . oriect steelworks
Landcover change|change of biomass
use of limestone use of limestone (iron ore B . caused by landcover  |biomass in the project area a B
consumption) change
GHG emission increase of GHG technical needs of iron
transportation of steel |AmouNt of steel products, reduction emission reduction by [manufacturersin host
distance from demand site of B + m off ) . f :
products spillover effect asa countries, GHG emission
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ener gy-efficiency improvement project of steel-works

improvement of steel-works

- flow of construction materials -

*processing| _*transportation of

(construction of infrastructure)

use of }katerids
*operation of construction

P
mlnlng‘of ) construction materialg
construction .
materials construction
materials

mining Site  processing site

machnery
(removal of old facilities)

di SJOSy of waste

*oper ation of construction

- flow of waste -

*transportation *disposal of

of waste waste
machnery
disposal site
(landcover change)
*change of biomass
steel-wor ks
operation of steel-works
- flow of fuels-
*mining of | | *processing maj;?:s;?mn (consumption of materials and fuels) effects of fuel
fuels of fuels -iron ore saving, etc
mining Site  processing site ° iﬁggﬂ;
- flow of materials (iron ore, etc.)f (consumption of )
*mining of *processing| f*transportation effects of power
materials of materials| of materials — saving, etc.
— — <principal activities of project>
mining Site  processing site

- flow of power -

(significant decrease of power supply)

*decrease of efficiency of
supplying power plant

supplying power plant

effects of power saving, etc,

- flow of waste plastics -

reduction of fossil fuel

consumption

- improvement of combustion
efficiency

- efficient use

- heat recovery

- renewal of private power plant

reduction of power consumption

- improvement of power
consumption efficiency

- heat recovery

decar bonization of fuels

*collection processing| oo ortation &
of waste |- of waste Wa:se lastics
plastics plastics P

- use of waste plastics

| __— system boundary

«

Flowchart E

effects of project activities

*increase of GHG
emission reduction by
spill over effect asa
result of increase of

similar projects

processing site

steel-works

supply of steel products
effects of project activities

- flow of steel-products -

*decr ease of activity of \
other steel-worksin the
market boundary asa
result of quality
improvement of project
steel-work

*transportation of steel products

(production of steel products)

*increase of production caused by
increase of demand as a result of
quality improvement

L

2 4

*enlargement of mar ket
caused by increase of
demand as aresult of
quality improvement

other steel-works

steel-works

note 1) —P indicatesthe flow of fuels, materials, power, products.

2) * inidicatesimpacts related to project

neighboring area

activities. effects of project activities

System boundary
of the project
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3-1:

Decide on the baseline scenario

The baseline scenario is decided (Flowchart F and G).

3-2: ~_*

Estimate project emissions and removals

(1) Information including the necessary activity volume data to estimate GHG
emissions and removals from those activities are collected and organized, as
well as factors relating to emissions and removals.

(2) A formulais created for estimation of project emissions/removals (Table 6).

(3) Project emissions and removals are estimated.

3-3: ~_*

Estimate basaline emissions and removals

(1) Information is collected and organized including the necessary activity
volume data to estimate GHG emissions and removals from those activities,
aswell as factors relating to emissions and removals.

(2) A formulais created for estimation of baseline emissions/removals (Table 6).

(3) Baseline emissions and removals are estimated.

3-4. -

Estimate GHG emissions reductions/enhancement of removals

3-5: B o
Consider project risksand responses

Step 3
Estimating
GHG emissions
reductions

and
enhancement

of removals



Flowchart F - Step A -
Decision-making Steps for the Baseline Scenario

Step A: Policy and technical assessments

- to list options for baseline scenarios that are technically feasible and are consistent
with policies of national strategies and higher-level national programmes in the host
country and the project’ s target region.

Hom il

Step B: Economic assessment and elimination of options

- to conduct a cost-benefit assessment for each option of the baseline scenarios
where carbon credits were not considered. For these options, an elimination process
Is conducted by considering the environmental and social acceptability in the host
country and project’ s target region. Options, which are clearly unacceptable for
environmental and social reasons, are eliminated. After mutual comparison of the
options for baseline scenario that have been reduced to afew cases, and through
discussion with the parties relevant to the project, the scenario with the highest
cost-effectiveness is selected as the baseline scenario.

18
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Stepsto list up the options for the baseline scenario

Steps to list up the oplions for the baseline scenario

Options of the baseline scenario

willale pieelwork

Es dlw project alms o
I @iy

elMciemcs of ths hole  —
sheel-wark or ol a
ceriain process?

rereeving feilitie

IS gt coam mol e realited av dne peglet il
Bttt Bl et

VES

VES

Taedqr fo foap et Ore profecs Beesoe @ e barmler

If-lpJ.r:-ﬂ.l'm'ln o o alfermative pralart Usted i fae

L mp respoiies apiiais
It v e ity peansilale 1u
apply. incindimg
preservailom of e carrom
simins mr romtreciiom al

nEw Fofeb-wark

I""M-Jf_rr‘!u'l cum o B realit eof ae fe poraiec? vl

P e Baxelinge preien

Detay 1o dmplemend tve project becois g tive barrler

List up response splke
s hiesdegically possilile
i mpply Tor the elfeleney

Flowchart G

hnpreveane

Tomplimsostation of fTrat prierily praject

R B]  Freservailog G rarreis sty and dOe eellileg

.2 Preseevarion of e cervend process and

eatabNalimandl @ naid aiid Ger soralng

!_|r.Er_1_iEn'ﬂm A compiatelr B process




Flowchart F - Step B -
Decision-making Steps for the Baseline Scenario

Step A: Policy and technical assessments

- to list options for baseline scenarios that are technically feasible and are consistent
with policies of national strategies and higher-level national programmes in the host
country and the project’ s target region.

Hom il

Step B: Economic assessment and elimination of options

- to conduct a cost-benefit assessment for each option of the baseline scenarios
where carbon credits were not considered. For these options, an elimination process
Is conducted by considering the environmental and social acceptability in the host
country and project’ s target region. Options, which are clearly unacceptable for
environmental and social reasons, are eliminated. After mutual comparison of the
options for baseline scenario that have been reduced to afew cases, and through
discussion with the parties relevant to the project, the scenario with the highest
cost-effectiveness is selected as the baseline scenario.
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Step 4. Documenting the results of estimation

4-1.
Document technical itemsrelating to GHG emissions

reductions and enhancement of removals

The technical items considered under Step 2 and Step 3 relating to baseline
establishment and estimation of emissions reductions are compiled and
documented.

4-2. @

Document the discussionsrelating to GHG emissions

reductions and enhancement of removals

A summary is made to describe the involvement of stakeholders and their
opinions, as well as the discussion that was held relating to baseline
establishment and estimation of emissions reductions amounts.

4-3: :
Compile baseline study report

The above information is summarized and compiled into a baseline study report.

21
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Step 5. Designing the monitoring plans
o-1:

Design the monitoring plan

(1) Main elements relating to the amounts of project emissions and
removals, as well as the estimation of baseline emissions and
removals (monitoring items) are identified (Table 8).

(2) The method is specified for monitoring of each monitoring item.

(3) The procedureis designed for calculating GHG emissions
reductions and enhancement of removals.

(4) Theinstitutional responsibility is clarified for activities relating to
monitoring.

5.2: P
Preparethe monitoring reports

(1) The above information is summarized and compiled into a
monitoring report.
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Example of activity level data and factors
required to be monitored during project
Implementation

Table8

aclt':’ég‘f ener gy-efficiency improvement project of steel-works
impacts items CHG e —
sequestration activity level data factors
direct impacts reduction impr ovement of estimation of GHG emission reduction in |estimation of GHG emission reduction in
impacts from of fossil fuel combustion efficiency |€ach renewing facility each renewing facility
principal |consumption necessary items: necessary items:
objectives efficient use - fossil fuel consumption of introducing - composition of fossil fuels (carbon content,

heat recovery

facility (monthly) (a)

- output of introducing facility (monthly) (a)
referenceitems:

- fossil fuel consumption of whole stedl -
works (monthly) (a)

- stedl products of whole steel-works (a)

specific gravity, etc.)(c),(b)

* project implementer can use not only default value
identified IPCC and each country, but also analysed
value measured by himself.

renewal of private
power plant

(a):
(b):
(c):

estimation of GHG emission reduction in
each renewing facility

necessary items:

- power generation (monthly) (a)

- fossil fuel consumption (monthly) (a)

estimation of GHG emission reduction in

each renewing facility

*in case that supplyed power substitutes by
the power generation by heat recovery

- CO2 emission factor of power generation

of the supplying power plant a)

- CO2 emission factor of fossil fuels (c),(b)

project implementer has to be taken
project implementer can be taken
default value should be prepared
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Conclusion

(1) Study the standardization of the procedures
for the preparation of CDM/JI projects

(2) ldentify and discuss technical issues which the
project participants would encounter in going
through the procedures

(3) Contribute to afuture technical consideration in
the UNFCCC process, particularly for the CDM



