
THE GOLD STANDARD – BACKGROUND AND OVERVIEW

Introduction

This note is designed to give an overview of the Gold Standard, its background, development and use. Greater detail on the technical standards themselves can be found in the Gold Standard Project Design Document (GS-PDD) and its technical appendices.

What is the Gold Standard?

The Gold Standard is the first independent best practice benchmark for CDM (Clean Development Mechanism) and JI (Joint Implementation) greenhouse gas offset projects. It provides project developers with a tool to ensure that the CDM and JI deliver credible projects with real environmental benefits and, in so doing, confidence to host countries and the public that projects represent new and additional investments in sustainable energy services.

The Gold Standard is based on a simple but rigorous assessment framework, meeting the following criteria:

· A balance between environmental rigour with practicality in terms of application by project developers and operational entities. 

· Avoidance of elevated transaction costs or bureaucratic procedure. 

· Direct compatibility with the CDM and JI project cycles. 

· Simple procedures, easily handled by standard CDM project operators, including developers, verifiers and local NGOs.
· Global standards, readily applicable in a variety of local and national contexts and across different sectors.
The Gold Standard builds upon the guidance given by the CDM Executive Board in its Project Design Document (PDD) Version 1.  The Gold Standard sets out a code of best practice on many issues in the PDD and in incorporates a small number of extra screens necessary to deliver real contributions to sustainable development in host countries plus long term benefits to the climate.

Why has it been established?

The rules for the CDM – which allows credits from projects starting after January 1st 2000 – were finalised in the 2001 Marrakech Accords. Operating procedures and a Project Design Document were approved at the Eighth Conference of the Parties (COP8) in Delhi. Over 40 projects have already been proposed as potential CDM project activities with many more expected over the coming months.  A number of these initial proposed projects have major shortcomings, especially in terms of failure to demonstrate ‘additionality’ and deliver added environmental and social benefits. At present environmental groups and a number of private sector actors and governments do not see that the rules and guidelines being developed by the CDM Executive Board will adequately deal with these issues.
If unchecked, these problems mean that the CDM is unlikely to deliver on much of the promise held out for it in the months after its establishment in the Kyoto Protocol. As a consequence of the current lack of environmental safeguards, there is a significant risk that the CDM projects will:

· Generate few if any net emission reductions, increasing global emissions at a time when the need for deep cuts is becoming increasingly evident.

· Result in the market being swamped by non-additional projects, generating little new investment and maintaining low prices. 

· Promote the continued dependence on unsustainable energy sources and technologies and do little to enhance the market for sustainable energy technologies and other long-term climate solutions, despite the declarations in favour of renewable energy and energy efficiency made by many political and business leaders at the World Summit on Sustainable Development in Johannesburg.

· Cause environmental and social damages to host country communities.

This in turn threatens to damage the credibility of the CDM and undermine its potential to deliver the benefits of which it is capable. Three significant consequences of this are:

· Uncertainty for investors, with many rules still unknown and a lack of basic standards.

· Heightened political risks affecting projects and reputational risks affecting investors, particularly those who have invested in Corporate Social Responsibility and their environmental reputations.

· Little confidence for host countries that projects will help them move to a sustainable energy future or represent new investments.

· Public doubts over the credibility of emission reduction projects.

The Gold Standard has been developed with explicit aim of addressing these problems and providing a means for returning the CDM to its original objectives. The overall result will be the delivery of appropriate sustainable energy services.  Whilst the CDM is only one small tool in the box in moving to a world away from polluting energy, the Gold Standard at least ensures that it is not misused, providing confidence to public investors and governments.

More specifically, high quality CDM and JI projects focussed on sustainable energy technologies can bring a number of tangible benefits through catalysing the market for renewable energy resources and end-use energy efficiency. These include:

· Direct financial incentives for proving the competitiveness of paradigm-shifting technologies.

· Development of supporting policy initiatives. 

· Increased understanding and acceptance of the importance and application of sustainable energy technologies.

· Dissemination of best-practice techniques.
· Strengthening of local institutional capacity, including: credit provision, extension services, technology development and training.
How was it created?

The Gold Standard has been initiated by WWF in conjunction and consultation with a wide range of environmental, business and governmental organisations and on the basis of work already carried out by other groups. Formal endorsement is currently being sought from the Climate Action Network (CAN – the umbrella group of environmental NGOs working on climate change).

This process commenced in 2002, taking as it starting point the positive list renewable energy and end-use energy efficiency technologies proposed by Climate Action Network and the European Union and the work on CDM sustainable development indicators published by Helios International and the South South North network and adopted by CAN in 1999.
From this starting point, during 2002 informal first-round consultations with members of environmental groups and representatives of other sectors were held and a draft project assessment framework and screens developed by consultants with experience in project development and verification (ESD/Ecofys). This was then used as the basis for further discussions and workshops held during the middle of 2002, including events in South Asia, Philippines, Japan, South Africa, the United States, Western and Eastern Europe. Similarly there was direct consultation with representatives of private sector firms involved in the fast-growing market in greenhouse gas allowances and credits and government officials responsible for this area.

An independent Standards Advisory Board (SAB) comprised of NGO members, academics and renewable energy project developers from around the world, all with wide experience and knowledge of the CDM and sustainable energy (see Appendix) was established and at its first meeting in November 2002 considered the comments and suggestions received and approved a final draft for external consultation. The draft documents were sent to over 700 individuals and organisation and made available on the WWF website until April 2003. A further workshop was held with project development consultants and validators and the draft Gold Standard was presented at a number of public fora. Further inputs were provided on specific aspects issues by external consultants. Around fifty comments and other feedback were received.

The SAB met again in May 2003 to consider the results of this final consultation process and make any necessary modifications. The outcome of this meeting is The Gold Standard Project Design Document and technical appendices, which have been agreed and endorsed by the SAB for use in the development and implementation of high quality CDM and JI projects.  The Gold Standard will be reviewed periodically by the SAB – on the basis in particular of practical experience - and modifications that facilitate its use and comprehension will be introduced when necessary.

What are the main features of the Gold Standard?

The Gold Standard comprises three screens, addressing the types of projects that are eligible, whether and how many CERs project activities should receive and their contribution to sustainable development. This section contains an overview of these screens; greater detail can be found in the Gold Standard PDD and technical appendices.

Project Eligibility

The project activities eligible for the Gold Standard were chosen on the basis of their adherence to the following characteristics:

· Paradigm shifting energy technologies.
· Inherent additionality and sustainability attributes.

· Widespread support from environmental NGOs.


As a result, a project activity must employ exclusively one or more of the technologies on the list below:
Additionality and Baselines

The Additionality and Baselines screens are designed to ensure that CERS are awarded neither to business-as-usual activities nor for reductions of emissions that have not occurred or result from a CDM project activity. Project developers must respond to two fundamental questions:


The first questions is fundamental to ensuring that the effect of CERs being used to meant Annex 1 countries’ Kyoto commitments does not increase global GHG emissions. In order to answer Question 1, a project activity must not previously have been announced as going ahead without the CDM, prior to any payment being made for the implementation of the project, except in cases where the project activity was subsequently cancelled.
Furthermore, a project developer must show that the use of the CDM and/or receipt of carbon credits enables the project activity to overcome at least one barrier that would otherwise prohibit its implementation. These barriers are divided into five categories: financial, political, institutional, technological and economic. The GS-PDD elaborates on these barriers and gives examples of how it can be demonstrated that the CDM enables them to be overcome.
Question 2 concerns the methodology and technical assumptions used to construct a baseline for the project activity. In order to reduce the risk of artificially inflating the number of CERs received by a project activity, baselines must be constructed in a conservative manner. In practical terms, where there is uncertainty over one or more numerical data sets (e.g. generator efficiencies, fuel types and resulting emissions factors, etc), the more conservative number should be used (i.e. that which produces the lowest baseline emissions).  Where more than one methodology could credibly be employed and there are doubts over the most appropriate choice, the one that generates the lowest baseline emissions should be used.  This includes the technical assumptions used to construct the baseline and should take into account likely technological and policy development. Validators should consult with a local or regional expert. 

Under the Gold Standard, project developers must also show that Official Development Assistance (ODA has not been used for the following:

· Monitoring , verification and certification of emission reductions

· Purchase of (new) technology

· Installation costs

· Running costs

· General project investments cost excluding CDM components

· Purchase of Certificate Emission Reductions (CERs)

Sustainable development

The Gold Standard seeks to ensure that the sustainable development aspects of CDM project activities are maximised, in accordance with the objectives of the CDM as stated in the Kyoto Protocol and with the involvement of local stakeholders. The sustainable development standards comprise three elements: the use of a sustainability matrix Environmental Impact Assessment (EIA) procedures and stakeholder consultation.

The sustainability matrix provides a simple and participatory means of assessing a project’s contribution to sustainable development. Potential contributions/impacts in three areas – environmental, social and economic - are assessed on the basis of existing data, stakeholder consultation and, where necessary, on-site measurement. The key variables are shown below. Projects must demonstrate that there overall contribution is positive with no major adverse impact on any variable to meet the Gold Standard have to show net positive benefit in each of these categories in order to meet the Gold Standard.

	Component

	Local/regional/global environment

Water quality and quantity

Air quality (emissions other than GHGs)

Other pollutants: (including, where relevant, toxicity, radioactivity, POPs, stratospheric ozone layer depleting gases)

Soil condition (quality and quantity)

Biodiversity (species and habitat conservation)

	Social sustainability and development

Employment (including job quality, fulfilment of labour standards)

Livelihood of the poor (including poverty alleviation, distributional equity, and access to essential services)

Access to energy services

Human and institutional capacity (including empowerment, education, involvement, gender)

	Economic and technological development

Employment (numbers) 

Balance of payments (sustainability)

Technological self reliance (including project replicability, hard currency liability, skills development, institutional capacity, technology transfer


The EIA component is designed give consistency in the applications of EIAs across projects and create an explicit link between the assessment, stakeholder consultation processes and evaluation of the project’s contribution to sustainable development. In addition to when host country regulations demand one or when the project participants deem one necessary, an EIA is required under the Gold Standard when initial stakeholder consultations or an environmental pre-screen show that are likely to be significant impacts. EIAs must be independently prepared must follow recognised methodologies.

Ensuring appropriate and adequate stakeholder consultation is key to ensuring that the project brings real sustainability benefits and that project implementation does not suffer from opposition and delays. In addition to the requirements contained in the CDM PDD, the GS Stakeholder Consultation Process requires at least two consultations, including one consultation meeting, before and after an EIA and any modifications to the project activity are carried out, and gives additional minimum requirements for the process. 

Local policy makers, local people directly impacted by the project and, if applicable, local NGOs must be involved and local and national NGOs that have endorsed the Gold Standard must be invited to participate in the initial consultation and in the main consultation process. The GS-PDD contains a checklist to be used to guide the consultations and requires that non-technical project summaries and impacts statements be made available to stakeholders in their own language. For a project activity to meet the Gold Standard there must be general support for and no significant opposition to the project once required changes have been incorporated.

How does it work?

CDM and JI project developers wishing to have their projects validated and verified to the Gold Standard should follow the same procedures as any other CDM or JI project and instruct the Operational Entity they employ to base their work on the Gold Standard PDD and technical appendices instead of the basic CDM PDD. The aspects that need to be validated and verified respectively are clearly indicated in the GS-PDD. The certificate of the Operational Entity that the Gold Standard has been met will be sufficient to demonstrate compliance. A sample of projects will be independently audited by the Gold Standard steering committee to ensure that validation and verification are being consistently carried out to the highest standards and that the Gold Standard’s integrity is being maintained.

After one year of operations and then on a regular basis, the Standards Advisory Board will review the Gold Standard on the basis of practical experience, external feedback and policy developments and recommend any necessary modifications to a steering committee drawn from among the organisations that formally support the Gold Standard. Review by SAB. If the proposed changes are significant then the supporter organisations will have to be consulted before any alterations are made. Such changes would not apply retroactively to already validated projects.

For further information on the Gold Standard and to send technical enquiries to the Standards Advisory Board please contact: 

Mark Kenber, Senior Policy Officer, WWF Climate Change Programme: 

E-mail:

mark.kenber@btopenworld.com 

Tel: 

+44-7967-561731

Liam Salter, Coordinator, WWF Asia-Pacific Climate & Energy Programme.

E-mail:

liam@wwfthai.org, 

Tel:

+66-9813-1499
Appendix: Members of the Gold Standard Advisory Board

The following are the members of the Gold Standards Advisory Board. All members act in their personal capacity.

Mozaharul Alam, Bangladesh Centre for Advanced Studies (Bangladesh)

Steve Bernow, Tellus Institute (USA)

Bert Dalusung, Preferred Energy Inc. (Philippines) 

Liu Deshun, Tsinghua University (China) 

Emilio LaRovere, SSN and Federal University of Rio de Janeiro (Brazil) 

Holger Liptow, GTZ (Germany).

Ben Pearson, CDM Watch (Australia)

Liam Salter, WWF, (Thailand) 

Agus Sari, SSN & Pelangi, (Indonesia)

Steve Thorne, South-South North Initiative (SSN), (South Africa)

Harald Winkler, Energy and Development Research Centre, University of Cape Town (South Africa)

Q1. Would the project activity have occurred in the absence of the CDM?





Q2. Will the project activity result in lower greenhouse gas emissions than would have occurred in the absence of the project?





The answer to Question 1 must be NO while the answer to Question 2 must be YES for a project to meet the Gold Standard.





Renewable Energy





PV


Solar thermal


Electricity


Heat


Ecologically sound biomass, biogas and liquid biofuels


Heat, electricity, cogeneration 


Transport


Wind


Geothermal


Small low-impact Hydro, with a size limit of 15 MW, complying with WCD guidelines 





End Use Energy Efficiency Improvement





Industrial energy efficiency 


Domestic energy efficiency 


Energy efficiency in the transport sector


Energy efficiency in the public sector


Energy efficiency in the agricultural sector


Energy efficiency in the commercial sector
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