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Introduction Guide 
Clean Development Mechanism Projects 

in the Early Transition Countries 
Armenia, Azerbaijan, Georgia, the Kyrgyz Republic, Moldova, Tajikistan and Uzbekistan 

 
 
1. The Clean Development Mechanism (CDM) 
 
The Clean Development Mechanism (CDM) allows Early Transition Countries (ETC) and 
its private sector operators an option to attract a hard currency revenue stream by selling 
carbon credits from projects that reduce greenhouse gas emissions. In this way new 
investments in environmental sound projects in industry, power, mining, district-heating and 
waste treatment are being prioritized. Carbon credits are proofs of having reduced one metric 
tonne of CO2-equivalent. Countries in the European Union, Japan, New Zealand and Canada 
and a number of transition countries have adopted emission reduction targets under the 
Kyoto Protocol. They have two ways to meet this emission reduction target: (1) by taking 
measures domestically or (2) by buying carbon credits from operators in e.g. the ETC region. 
The second option can be financially attractive as taking domestic measures is often more 
expensive than in the ETC. In this way trading of carbon credits helps both parties, the ETC 
to attract more revenues and the developed countries by reducing costs of compliance.  
 
The CDM is one such way to produce Carbon Credits, in this case called Certified Emission 
Reductions (CERs). The rules and procedures for CDM are included in the Marrakech 
Accords, agreed on at the seventh Conference of the Parties (COP-7 in Marrakech, 2001). 
The most important requirement is that a CDM project should be additional to a Business-as-
Usual situation. CDM must also contribute to the sustainable development in the host 
country.  
 
Because of their project-based character, CDM can assist project developers in enhancing 
the economics of their project by selling the resulting emission reductions. Not every project 
is eligible as a CDM project; this is subject to a number of activities and approvals. Below is 
a list of some typical projects that may be eligible:  

•  The implementation of a renewable energy project, e.g. wind, or biomass; 
•  Demand-side energy efficiency improvement, e.g. implementation of energy saving 

light bulbs; 
•  The reduction of methane emissions from a landfill site;  
•  Reduction of industrial process emissions;  
•  Forestry practices to store carbon. 

 
In case you want to develop a CDM project, a number of additional steps are required 
compared to a conventional project development cycle as shown in the figure below. 
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2. Feasibility Assessments   
Project design   

Environmental feasibility   
Technical feasibility   
Financial feasibility   

Identify partners 

3. Project Structuring Phase   
Contracts   

Power purchase agreements   
Governmental permits   
Environmental permits   

Building permits   
Arra nging  finance and signing  

agreements   
a.o grants, loans   

4.Implementation Phase   
Construct or upgrade plant/facilities   

5. Operational Phase 
  Monitoring and evaluation: 

  financial aspects 
  environmental  aspects 

  technical aspects 

Preliminary assessment of possible delivery  
of credits   

Preliminary assessment of possibility to  
monitor emissions   

Assessment of market value of credits   
Assessment whether the project can qualify  

as  CDM project   

Development of project design document  
(PDD)   

Preparation of Environmental Impact  
Assessment   

Organisation of public consultation   
Development and validation of baseline   
Development and validation of monitoring  

plan   

Approval of host country/Confirmation  
sustainability   

Carbon Reduction Purchase Agreement  
(optional)   

Registration of the project  as  CDM  
activity   

Install monitoring facilities   

Monitoring and Verification and/or  
Certification of emission reductions   

1. Project Identification   

Conventional Project Cycle   Additional Steps in CDM 
Projects   

 
 
Feasibility assessment  
Before you decide on implementing a CDM project, first you need to assess whether you 
will be able to meet all CDM requirements. The most important additional step in a CDM 
project compared to a conventional project cycle is to determine whether the project will 
result in a reduction of greenhouse gas emissions. The financial feasibility assessment should 
also contain a preliminary estimate of the potential revenue from the credits. 
 
Project structuring phase  
Project financing and organization are arranged during this phase. Additionally for a CDM 
project, the following steps are required. 

•  Written approval from the host country, which must have  ratified the Kyoto 
Protocol; 
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•  Development of a Project Design /Document (PDD) including a baseline and 
monitoring plan: 

o A baseline describes the most likely development of greenhouse gas 
emissions if the project was not implemented; 

o A monitoring plan describes the collection of all data required to assess the 
project’s emissions; 

•  Validation of the PDD by a Designated Operational Entity (DOE).  
•  CDM projects have to be approved by and registered with the CDM Executive 

Board, which is an institution set-up by the United Nations Framework Convention 
on Climate Change (UNFCCC); 

 
CDM projects have to be shown to result in emission reductions compared to what would 
have happened otherwise. This is referred to as the additionality of a project: The project has 
to result in emission reductions that are additional to those that occur in a business-as-usual 
(BaU) scenario, i.e. without the implementation of the CDM project. The BaU emissions 
forecast represents the baseline, against which the performance of a CDM project is 
measured. The emission reductions (or carbon credits) to be transferred from the CDM 
projects are determined by subtracting the emissions after implementation of the project 
from baseline emissions (see figure 1). 

Figure 1. Baseline emissions, actual project emissions and the respective carbon credits. 
 
Implementation phase  
Project consultants are recruited, the detailed engineering design and bidding documents are 
prepared, machinery and equipment are procured and installed and civil works are 
constructed. The additional step for a CDM project is the obligatory implementation of 
monitoring facilities.  
 
Operational phase  
Greenhouse gas emissions and/or the amount of electricity generation, resulting from the 
project have to be monitored and reported in a monitoring report, which has to be submitted 
to DOE for verification and certification. 

Baseline

Start
Project

2008 2012

Emissions
fromthe Project

Emissions

time

Carbon  Credits
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2. Market: who is buying the CDM credits? 
 
After certification, the emission reductions can then be sold on the market. Potential buyers 
are: 

•  Carbon Funds which have been setup mainly by Governments to procure Carbon 
Credits via International Financial Institutions. The EBRD is currently developing a 
Multi-lateral Carbon Credit Fund (MCCF), which also could purchase Carbon 
Credits from CDM Projects. The aim is to launch the MCCF in the first quarter of 
2005.  

•  Bi-lateral instruments of Governments under the Kyoto Protocol, such as the 
Netherlands CERUPT programme. No legal restrictions on the eligibility of CERs 
from large scale hydro and sinks exist.  

•  Companies under the European Emission Trading scheme, however CERs from large 
hydro and sinks are not allowed.  

•  Traders that sell these CERs onward to companies and governments. 
 
3. Key issues for developing CDM in ETC 
 
Financing 
In many ETC countries, financing of projects is often a bottleneck in project development. 
The main reason is the high-perceived risks of developing and financing projects in ETC due 
to political and economical instability. Another reason is the often weak financial status of 
the local companies and problems in meeting the strict guarantee and collateral requirements 
of the possible financiers. This leads to high interest rates, short pay-back periods and 
difficulties in getting access to financing in general. These financing difficulties thus also 
apply for the development of CDM projects. An additional barrier to financing CDM 
projects is the relatively small size of most CDM projects, which make them less attractive 
to big, international financing organizations (high transaction costs).  
 
It is therefore of high importance to identify financing options for your potential CDM 
project in an early stage of project development. An overview of possible international 
financing institutions (IFIs) is included in Annex 2. In deciding on which IFI to approach, 
the following issues have to be taken into account: 

•  The regional focus of the IFI 
•  Focus on the public or the private sector 
•  Sector preference 
•  Financial products 
•  Co-financing requirements 
•  Guarantees / security requirements 
•  The terms of the loan financing (interest rate, grace period, maturity) 
•  Project financing criteria (e.g. on sustainability, poverty alleviation, project 

management) 
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Governmental support 
The arranging of the Letter of Approval from the host country is an essential step in the 
development of CDM projects. A Designated National Authority (DNA) in the host country 
should carry out the approval. The DNA can also assist project developers in developing 
CDM projects, e.g. by organizing CDM capacity building activities. Some ETC countries 
currently have a DNA in place but it in some cases it is not operating.  
 
An overview of DNA contact details can be found on: http://cdm.unfccc.int/DNA 
 
4. EBRD CDM Project Support Facility for the Early Transition Countries 
 
EBRD has developed a Clean Development Mechanism (CDM) Project Support Facility 
(PSF) to assist Project Sponsors in the Early Transition Countries to overcome barriers in 
developing CDM projects. The CDM PSF ETC will assist Project Sponsors in assessing and 
if possible monetising their greenhouse gas emission reduction performance.  
 
Consultancy services to be provided to the Project Sponsor under the CDM PSF ETC are:  
− Module A: Developing a Project Design Document (PDD) and assist the Project Sponsor 

in requesting a Letter of Approval from the Host Country.  
− Module B: Validation and Registration of the PDD by a Designated Operational Entity 

(Validator) and subsequent registration with the CDM-EB. 
 
In order to be eligible for the facility the following conditions and criteria apply: 
1. The project is in either Armenia, Azerbaijan, Georgia, the Kyrgyz Republic, Moldova or 

Uzbekistan (Tajikistan upon Kyoto Protocol ratification);  
2. The carbon credit potential of the emission reduction project is at least 100,000 Certified 

Emission Reductions under the Clean Development Mechanism over the crediting period 
until 2012; 

3. The contribution of the carbon credit sales to the bankability of the project is significant; 
4. The project proponent has filled-in the Project Idea Note (PIN) (Annex I), and; 
5. The project as such must be considered for financing by the EBRD and must have passed 

the EBRD’s Concept Review.  
The final decision on the eligibility for the CDM PSF will be taken by the EBRD.  If found 
eligible then the EBRD will request the Project Sponsor to sign a standard Waiver Letter, 
which indemnifies the Bank against any responsibility and claims for hiring the CDM 
consultants and validators tahat ssist the Project Sponsor in carrying out the activities under 
Module A and B.   
 
Contact person for the CDM Project Support Facility for the Early Transition Countries: 
Jan-Willem van de Ven 
E-mail: vandevej@ebrd.com 
Phone:  + 44 20 73387821 
Fax:  + 44 20 73386942 
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Annex I  
 
Project Idea Note (PIN) for CDM projects 
 

[From Project Company] 

[To EBRD] 

PROJECT IDEA NOTE 
 
 
A. Project description, type, location and schedule 

 
Technical summary of the project  Date submitted:_____________ 
 
Objective of the project  Describe in less than 5 lines 
Project description and proposed 
activities (including a technical 
description of the project) 

About ½ A4 

Technology to be employed Describe in less than 5 lines. Please note that support will be provided to 
projects that employ commercially available technology. It will be useful 
for provide a few examples of where the proposed technology has been 
employed. 

  

 
Project developer  
Name of the project developer  
Organizational category Government / Government agency / Municipality / Private company / 

Non Governmental Organization 
(mention what is applicable) 

Other function (s) of the project 
developer in the project 

Sponsor / Operational entity / Intermediary / Technical advisor / ? 
(mention what is applicable) 

Summary of the relevant experience 
of the project developer 

Describe in less than 5 lines 

Address Address, PO Box, City, Country 
Contact person Name of the Project Development Manager 
Telephone / fax  
E-mail and web address, if any  
  
Project sponsors  
(List and provide the following information for all project sponsors) 
Name of the project sponsor  
Organizational category Government / Government agency / Municipality / Private company / 

Non Governmental Organization / ? 
(mention what is applicable) 

Address (include web address, if 
any) 

Address, PO Box, City, Country 

Main activities Not more than 5 lines 
Summary of the financials Summarize the financials (total assets, revenues, profit, etc.) in less than 

5 lines. 
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Type of the project  
Greenhouse gases targeted  CO2 / CH4 / N2O / HFCs / PCFs / SF6 

(mention what is applicable) 
Type of activities Abatement / CO2 Sequestration 
Field of the activities  

a. Energy supply Renewable energy, excluding biomass / biomass / cogeneration / 
improving energy efficiency by replacing existing equipment / 
minimisation of transport and distribution / fuel switch (e.g. switch coal 
to biomass) 
(mention what is applicable) 

b. Energy demand Replacing of existing “household equipment” / improvement of energy 
efficiency of existing production equipment 
(mention what is applicable) 

c. Transport More efficient engines for transport / modal shift / fuel switch (e.g. public 
transport buses fuelled by natural gas) 
(mention what is applicable) 

d. Waste management Capture of landfill methane emissions / utilization of waste and 
wastewater emissions 
(mention what is applicable) 

  
Location of the project  
Region East Asia & Pacific / South Asia / Central Asia / Middle East  / North 

Africa / Subsaharian Africa / Southern Africa / Central America & the 
Caribbean / South America 
(mention what is applicable) 

Country  
City  
Brief description of the location of 
the plant 

No more than 3 - 5 lines 

 
 

 

Expected schedule  
Earliest project start date Year in which the plant will be operational 
Estimate of time required before 
becoming operational after approval 
of the PIN by VROM 

Time required for financial commitments: xx months 
Time required for legal matters: xx months 
Time required for negotiations: xx months 
Time required for construction: xx months 

Expected first year of CER-delivery Year 
Project lifetime Number of years 
Current status or phase of the project Identification and pre-selection phase / opportunity study finished / pre-

feasibility study finished / feasibility study finished / negotiations phase / 
contracting phase / etc. 
(mention what is applicable and indicate the documentation (for e.g. the 
feasibility study) available) 

Current status of the acceptance of 
the Host Country 

Letter of No-objection is available / Letter of Endorsement is under 
discussion or available / Letter of Approval is under discussion or 
available / Host Country Agreement  is under discussion or signed / 
Memorandum of Understanding is under discussion or available / etc. 
(mention what is applicable) 

  
The position of the Host Country 
to the Kyoto Protocol 

The Host Country  
a. signed, signed and ratified, accepted, approved or acceded to the 

Kyoto Protocol or 
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b. signed and have demonstrated a clear interest in becoming a 
party in due time (e.g. countries which have already started or 
are on the verge of starting the national ratification, acceptance 
or approval process) or 

c. have already started or are on the verge of starting the national 
accession process 

(mention what is applicable) 
 
 
B. Finance 
 
Total project costs estimate  
Development costs xx EURO million 
Installed costs xx EURO million 
Other costs xx EURO million 
Total project costs xx EURO million 
  
Sources of finance identified  
Equity Name of the organizations and finance in xx EURO million) 
Debt – Long-term Name of the organizations and finance in xx EURO million) 
Debt – Short term Name of the organizations and finance in xx EURO million) 
Not identified xx EURO million 
CDM contribution sought xx EURO million 
CDM contribution in advance 
payments 

xx EURO million and a brief clarification (not more than 5 lines) 

  
Expected Price of the CER in case 
of 

 

A period until 2012 (end of the first 
budget period) 

xx EURO 

A period of 10 years xx EURO 
A period of 7 years xx EURO 
A period of 14 years (2 * 7 years) xx EURO 
  
If financial analysis is available for 
the proposed CDM activity, provide 
the forecast financial internal rate of 
return for the project with and 
without the CER revenues. Provide 
the financial rate of return at the 
expected CER price above and at 
EUR 3/TCO2e. 
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C. Expected environmental benefits  
 
Estimate of Greenhouse Gases 
abated / CO2 Sequestered (in tons 
of CO2-equivalents)  

Annual: 
Up to and including 2012: xx tCO2-equivalents 
Up to a period of 10 years: xx tCO2-equivalents 
Up to a period of 7 years: xx tCO2-equivalents 
Up to a period of 14 years: xx tCO2-equivalents 

  
Baseline scenario CDM projects must result in GHG emissions being lower than “business-

as-usual” in the Host Country. Be aware of the relevance. VROM 
developed – only for the time being until the Executive Board provides 
guidance - a document on the subject (Appendix F of the main 
document). At the PIN-stage questions to be answered are at least: 

· What is the proposed CDM project displacing? 
· How would the future look like without the proposed CDM-

project? 
· What would the estimated total GHG reduction be? 

(About ¼  - ½ page A4) 
  
Specific global & local 
environmental benefits 

(In total about ¼ page A4) 

Which guidelines will be applied to? Name and, if possible, the website-location 
Local benefits Just mention the benefits 
Global benefits Just mention the benefits 
  
Social-economic aspects 
What social and economic effects 
can be attributed to the project and 
which would not have occurred in a 
comparable situation without that 
project? 

(In total about ¼ page A4) 

Which guidelines will be applied to? Name and, if possible, the website-location 
What are the possible direct effects 
(e.g. employment creation, capital 
required, foreign exchange effects)? 

Just mention the possible direct effects 

What are the possible other effects. 
For example: 
· training/education associated 

with the introduction of new 
processes, technologies and 
products and/or 

· the effects of a project on other 
industries 

Just mention the possible other effects 

 
 
 

 

Environmental strategy/ priorities 
of the Host Country 

A brief description of the relationship with the local institutional 
structure, as well as with that of the region and/or country 
(Not more than ¼ page A4) 
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Annex  I I :  Key players  and assoc ia t ions  
 
Below you find a list of important organizations for the development of a CDM project in the 
Caucasus and Central Asia. 
 
Designated National Authorities  
A project needs to be approved by the Designated National Authority (DNA) of a country. Within the 
Caucasus and Central Asia, thus far Armenia, Georgia and Azerbaijan notified a DNA. There full 
contact details can be found on: http://cdm.unfccc.int/DNA 
 
Multilateral banks Multilateral banks can supply lending for your project: 
 

•  European Bank for Reconstruction and Development (EBRD) www.ebrd.com 

Contact person for the CDM Project Support Facility for the Early Transition Countries: 

Jan-Willem van de Ven 

E-mail: vandevej@ebrd.com 

Phone:  + 44 20 73387821 

Fax:  + 44 20 73386942 

The EBRD has also recently launched the CDM Project Support Facility to support project sponsors 
in baseline, validation and registration. Projects are eligible if the project generates more than 
100,000 tons CO2 eq per year, have passed the EBRD Concept Review and are located in one of the 
Early Transition Countries. 
 
Other multilateral banks are: 
 

•  Asian Development Bank (ADB)   www.adb.org  

•  Development Bank of Japan   www.dbj.go.jp  

•  International Finance Corporation (ICF)   www.ifc.org 

•  International Bank for Reconstruction and Development (IBRD) www.worldbank.org 

•  European Investment Bank (EIB)   www.eib.org  
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EBRD offices in Central Asia and the Caucasus  
 

Armenia 

20 Marshall Baghramian Avenue, Apt 1, 

375019 Yerevan 

Armenia 

Tel: +3741 540 425 

Fax: +3741 540 430 

Acting Head of Office: Nikolay Hadjiyski  

Azerbaijan 
Landmark I, 4th Floor 
96 Nizami Street 
370010 Baku 
Azerbaijan 
Tel: +99 412 971 014 
Fax: +99 412 971 019 
Head of Office: Raymond Conway  

Georgia 

38 Nino Chkheidze Str 

380002 Tbilisi 

Georgia 

Tel: +995 32 920 512 

Fax: +995 32 923 845 

Head of Office: Nikolay Hadjiyski 

Kazakhstan 

Kazybek Bi 41 

1st Floor 

480100 Almaty 

Kazakhstan 

Tel: +7 327 2 581 476/416/417 

Fax: +7 327 2 581 422 

Country Director: Michael Davey 

Astana liaison office, Kazakhstan 

12, Samal microdistrict 

Astana Tower Business Centre 

473000 Astana 

Kazakhstan 

Tel: +7 3172 580 204 

Fax: +7 3172 580 201 

Associate Banker: Leyla Abdimomunova  

Kyrgyz Republic 

26 Geologichesk Pereoulok 

720005 Bishkek 

Kyrgyz Republic 

Tel: +996 312 530 012 

Fax: +996 312 666 284 

Head of Office: Fernand Pillonel  

 

Moldova 

Room 309 

31 August 1989 Street 98 

MD 2012 Chisinau 

Moldova 

Tel: +373 2 210 000 

Fax: +373 2 210 011 

Country Director: George Krivicky 

Tajikistan 

85/22 Internatsionalnaya Street 

734001 Dushanbe 

Tajikistan 

Tel: +992 372 213 543/240 572/240 235/210 763 

Fax: +992 372 219 832 

Head of Office: Fernand Pillonel  

Turkmenistan 

95 Azadi Street 

744000 Ashgabat 

Turkmenistan 

Tel: +993 12 51 01 49 

Fax: +993 12 51 03 18 

Head of Office: Tony Myron  

 

Uzbekistan 

International and Banking Financial Centre 

1 Turab Tula Street 

4th Floor 

700003 Tashkent 

Uzbekistan 

Tel: +998 711 39 40 14 

Fax: +998 711 20 61 21 

Head of Office: Kenji Nakazawa 
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Lawyers 
Presently some lawyers’ offices have special units to deal with carbon projects and the carbon 
market. Some law firms issue newsletters, for instance on the EU Emissions Trading Decision. Law 
firms have also helped elaborating template contracts. Examples are: 

•  The Cornerstones Document for the Sale of Project-Based Emissions (for IETA), see: 
www.ieta.org/Documents/Discussion_Papers/IETA_discussion_paper_0201.pdf. 

•  CDM Emission Reductions Purchase Agreement v.2.0 2004 (for IETA), see: 
http://www.ieta.org/ieta/www/pages/getfile.php?docID=450 

 
•  Baker & McKenzie www.bakerinfo.com  

•  Winthrop, Stimson, Putnam & Roberts www.pillsburywinthrop.com  

•  Davies Ward Philips & Vine Berg www.dwpv.com  

•  De Brauw Blackstone Westbroek P.C. www.debrauw.com  

•  Van Ness Feldman www.vnf.com 

•  Fasken Martineau www.fasken.com 

•  Ward Philips & Vineberg LLP www.dwpv.com  

 
Brokers 
Brokers connect and match suitable buyers and sellers of CDM credits: 
 

•  Cantor Environmental Brokerage www.emissionstrading.com 

•  CO2e.com    www.co2e.com 

•  Evolution Markets   www.evomarkets.com 

•  Environmental Financial Products www.envifi.com 

•  Mitsubishi International Corp  www.micusa.com 

•  Mitsui & Co www.mitsui.com 

•  Natsource/Tullet www.natsource.com 


