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CERUPT: The Netherlands’ CDM Programme - Draft
In November 2001, the Netherlands announced a new financing programme for its greenhouse gas reduction strategy. According to the Dutch climate strategy, 50 per cent of its emissions reductions commitments under Kyoto (100 Mt CO2e) will be sought from international ‘climate markets’. It examined five possible avenues for participating in these markets:
1. Multilateral International Financial Institutions;

2. Private Financial Institutions;

3. Direct Bilateral Purchase Agreements with Host Countries; 
4. Export Credit Agencies/Government Investment Agencies; and
5. Special Carbon Funds.

Given the still untested waters of international ‘climate markets’ and regulation, the Government decided to adopt an experimental ‘market-shaping’ attitude with regards to emissions trading and began developing and trialling programmes through the Ministry for Economic Affairs’ ‘business renewal’ agency, Senter. 
Senter is unique among government institutions, essentially acting as a traditional export credit agency, investment and trade facilitation organisation, and development agency all in one. It’s overall budget is currently set at EUR 1.3 billion. The Netherlands is the first country in the world to earmark money for purchasing greenhouse gas reductions through the CDM. 
Senter, with the aid of consultancies such as EcoSecurities and the World Bank developed two programmes for participation in the Kyoto Mechanism – ERUPT (Emission Reduction Procurement Tender) for Joint Implementation projects mostly in Eastern Europe and CERUPT (Certified Emission Reduction Procurement Tender) for CDM projects in the South. CERUPT was launched in November 2001 and initially received 78 Expressions of Interest from various companies. These resulted in 26 ‘Firm Proposals’ for projects. 
Responsibility for CDM in The Netherlands is with the Ministry of Housing, Spatial Planning and the Environment (VROM), however the Ministry of Economic Affairs (EZ) oversees key areas of the Government’s emissions trading programmes and mandates and finances tenders for credit-generating projects.1 Because significant financing comes from the EZ’s agency Senter, VROM’s role in decision-making about CERUPT projects appears to be somewhat superficial.

On 13 March 2003, the Dutch Government announced the approval of 18 CDM projects, covering a total of nearly 17 Mt CO2e, under CERUPT. Through CERUPT, the Netherlands wants to implement CDM by providing funds for acquisition of carbon credits known in Kyoto-speak as CERs (Certified Emission Reduction units). In order to realise this, the host country and investor country both approve a greenhouse gas reduction project as a formal CDM project. The CDM Executive Board/Accreditation Panel2 is then required to oversee validation and accreditation.3
CERUPT rules, which were finalised in 2001, are fairly close to the official UNFCCC guidelines for CDM projects, though there are some key differences. The main difference is that CERUPT assigns a maximum price for credits at EUR 5.5 per tonne. According to Swiss consultancy, Factor AG, setting a ceiling on the value of credits generated from a project rules out the most ‘additional’ projects and favours those projects which rely on cheap fixes as opposed to fundamental change.4 This is confirmed by a review of the 18 approved projects whereby some consultants involved and a CDM Watch assessment of all 18 projects suggests that few if any of the projects are indeed ‘additional’. Public consultation comments made to the CDM Executive Board for most of these projects seem to concur even from unlikely actors such as the Federation of Electric Power Companies in Japan (though this is probably due to competitive tactics than anything else).5 Many of the projects, such as the Bayano dam expansion, have already begun even before any carbon credit agreements were tabled. 
In response Senter, together with VROM and the World Bank, are proposing to ‘clarify’ the additionality rules as stipulated in the CDM Executive Board’s guidelines. According to them, in classic Bank-speak they argue that ‘the Executive Board’s guidance on this subject needs to be interpreted and further operationalized.’6 They are essentially pushing for looser definitions of additionality so that, for example, projects which have started already can be considered additional so long as they can demonstrate ‘that the CDM incentive played a role (not necessarily “which role”) at or before the moment of decision making.’7 Another suggestion they have is to allow projects which have been forced to begin by government decree or legal requirement and to allow projects which are considered ‘common practice’. If these changes were to be made to the CDM guidelines, this would be disastrous as governments and corporations could tactically make further use of the weak additionality test in the CDM rules to claim cheap and easy credits.
It is unclear what the future of CERUPT will be. There has only been one tender period which officially closed on January 31, 2002 and is therefore no longer open for submission of projects. Since CDM projects can often take a long time to process, it is likely that the Dutch Government is hoping to see first if the CDM Executive Board approves the 18 projects under CERUPT and then evaluate. As of yet none of the 18 projects have passed through the CDM approval process, though the Wigton Wind Farm project in Jamaica which CDM Watch describes as ‘business as usual’8 has been approved by the CDM Executive Board ‘subject to required changes’.9 
Meanwhile, the Dutch Minister of VROM Pieter van Geel has responded to NGO criticism of the CERUPT programme10 by arguing that any concerns about the merits of this ‘overwhelmingly positive development programme’ are unfounded.  ‘Now is the time to start implementation. To my opinion, realizing those projects will have more beneficial effects than continuing such theoretical discussion.’11 
At the same time, the Netherlands has continued its Joint Implementation programme (which doesn’t need to go through the stricter CDM process) ERUPT which is now in its fifth tender period with recent agreements reached between Bulgaria and New Zealand. For CDM projects, the Netherlands has also contracted the World Bank’s Prototype Carbon Fund and Community Development Carbon Fund, the International Finance Corporation (IFC), the International Bank for Reconstruction and Development (IBRD), La Corporacíon Andina de Fomento (CAF), and Dutch private bank Rabobank to negotiate on its behalf for the purchase of CDM credits. 

In order to facilitate CDM cooperation, the Dutch Government also negotiates Memoranda of Understanding (MoU) with host countries. The host country's government must give initial approval to a project with a Letter of Endorsement and final approval for the transaction in carbon credits through a Letter of Approval. MoUs facilitate obtaining both a Letter of Endorsement and a Letter of Approval which speeds up the process considerably. So far the Netherlands has signed MoUs with Bolivia, Colombia, Costa Rica, El Salvador, Guatemala, Honduras, Nicaragua, Panama, Uruguay, Indonesia, and most recently with Mexico. Negotiations are ongoing with Belize, China, Peru, the Philippines and South Africa.

In parallel to the development of the Netherlands’ CDM policies, the Government has also been pursuing a domestic strategy involving heavy reliance on corporate subsidies, tax incentives, and grants programmes under its CO2 Reduction Programme with a EUR 681 million budget. Under former Minister Jan Pronk, VROM initiated intensive research into emissions trading and ‘climate markets’. The report concludes that ‘the social benefits of a CO2 trade system are more significant than its actual burdens on society’.12 
Over the past few years, the government, in line with EU requirements, has been accelerating the deregulatory process for industry, encouraging voluntary self-regulation in certain sectors, and liberalising certain industries. As of 1 July 2004, the Dutch energy market is completely liberalised. VROM and the Ministry for Economic Affairs have been promoting the notion of self-regulation of industry’s environmental performance, particularly with regard to climate performance, and recommending emissions trading as the most ‘efficient’ way to meet the country’s Kyoto targets. 
Finally, when searching Google for ‘CERUPT’ one gets asked: Did you mean ‘corrupt’?
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Notes:
1. This is unlike the Dutch Government’s Joint Implementation programme called ERUPT (Emission Reduction Unit Procurement Tender) where accreditation and validation is overseen by a special private sector entity called the Raad voor Accreditatie (RvA) or Dutch Accreditation Council. The RvA is largely a self-regulatory initiative of Dutch industry which calls for government to only take a ‘meta-supervisory’ role. In other words, ERUPT projects are certified and validated by the RvA or private sector RvA-accredited agencies with little or no government involvement. 
2. The most recent carbon credit contract involved a Joint Implementation deal under the Government’s ERUPT (Reduction Unit Procurement Tender) programme with Bulgaria. A ‘fuel-switching’ project was agreed with a contract awarded to Bulgarian energy company Overgas, Inc. The project is worth EUR 1,382,500 and assumes a reduction of 350,000 tonnes of carbon dioxide for the period 2008-2012 by switching some plants from coal and oil to natural gas.

3. See: http://cdm.unfccc.int/EB/Panels/accreditation for more info on the CDM Accreditation Panel. 

4. See: http://www.asem-greenippnetwork.net/documents/tobedownloaded/proceedings_02/factor_cerupt.pdf and http://www.asem-greenippnetwork.net/documents/tobedownloaded/proceedings_02/abs_cv_facto_cerupt.pdf
5. See: http://cdm.unfccc.int/methodologies/process  for public comments, original proposals and CDM decisions. 
6. ‘Proposal on CDM Additionality Tests’ Lex de Jonge (VROM), Gerhard Mulder (Senter), Sandra Greiner (World Bank). 
7. Ibid. 

8. Ben Pearson, ‘The CERUPT Portfolio: A Step Backwards for Climate Protection’, CDM Watch, http://www.cdmwatch.org/files/CDM%20Watch%20assessment%20of%20Cerupt.doc

9. Note that EcoSecurities is consultant for this project. UNFCCC, ‘CDM Proposed New Methodology: Meth Panel Recommendation to Executive Board’, Document No. F-CDM-NMmp 0012, http://cdm.unfccc.int/UserManagement/FileStorage/CDMWF_698904366
10. See attached letter from Southeast Asian NGOs and individuals to Pieter van Geel regarding CERUPT. 

11. Pieter van Geel, ‘Climate Projects Must Go On’, VROM. (attached)
12. CO2 Trading Commission, ‘Trading for a Better Environment: Feasibility of CO2 Emissions Trading in the Netherlands’, VROM, January 2002. 
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