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The Clean Development Mechanism (CDM) promotes 
greenhouse gas (GHG) mitigation projects, such as clean 
energy, energy efficiency, and waste utilization projects 
whereby additional revenue can be generated in the form 
of carbon credits (or certified emissions reductions, [CERs]). 
Project developers keen on exploring the CDM potential 
of their projects may refer to this toolkit for early screening 
and identification of CDM opportunities. Project developers 
can undertake preliminary CDM evaluation at the feasibility 
stage. For Asian Development Bank (ADB) loan projects that 
may consider CDM, it is possible to synchronize the CDM 
cycle with the ADB project cycle. For instance, preliminary 
screening for CDM can be done as early as the project 
concept stage.  

Eligible projects
Projects activities such as renewable energy, energy efficiency, 
waste management, methane capture and utilization, and 
low-carbon transport activities may be eligible under the 
CDM (see Box 1 for typical CDM project types). 

For a project to be eligible, it needs to mitigate one of the 
six GHGs. These GHGs are carbon dioxide (CO2), methane 
(CH4), nitrous oxide (N2O), hydrofluorocarbons (HFCs), 
perflurocarbons (PFCs), and sulphur hexafluoride (SF6). 

Key eligibility requirements

Methodologies 
Only methodologies approved by the CDM Executive 
Board (EB) have to be followed to show its eligibility 
and the quantitative calculation of GHGs. Large-scale 
methodologies, consolidated methodologies, and small-
scale methodologies can be found in this link (https://cdm.
unfccc.int/methodologies/index.html). In the absence of  
a suitable existing methodology, a new methodology can  
be developed and proposed to the CDM EB for approval. 

Box 1: Example of Eligible Project Types

 • Renewable energy projects, such as biomass, biogas, solar, 
hydro, wind, geothermal, and others 

 • Energy efficiency projects, such as improved cook stoves; 
efficient lamps; efficient boilers, motors, transformers, air 
conditioners, and refrigerators; and energy efficiency in power 
stations, cogeneration, district heating plants, and others 

 • Fuel switch 
 • Low carbon transport, rapid transit systems, engine 

retrofits, use of plant oil, and others  
 • Waste energy recovery, and methane recovery from 

wastewater and solid waste treatment
 • Agriculture and forestry

Prior consideration of the CDM 
A project developer is required to demonstrate that CDM 
benefits were considered in the investment decision 
of the project. The project developer has to inform the 
host party Designated National Authority (DNA) and the 
United Nations Framework Convention on Climate Change 
(UNFCCC) in writing the intent of seeking CDM status for 
the project. The prior consideration notification has to be 
submitted within 6 months from the project start date.1  
The form can be downloaded from the UNFCCC website 
(http://cdm.unfccc.int/Reference/PDDs_Forms/Registration/
index.html).

It is equally important to demonstrate, through documentary 
evidences, that CDM was a decisive factor in going ahead 
with the project. Such evidences, for instance, include board 
meeting minutes and/or resolution where the CDM decision 
was taken. Another example includes documents where  
CDM revenue was considered as a potential cash inflow in  
the investment analysis of the project. 

1 The “starting date” of a CDM project is the “earliest date at which either the implementation, construction, or real action of a project activity begins."
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In this publication, $ refers to US dollars. Asian Development Bank. September 2011.

Demonstrating additionality 
A principal issue for project eligibility is to investigate 
whether the project leads to GHG reduction in addition to the 
business-as-usual scenario. This is termed as “additionality.” 
The CDM EB provides guidance on how additionality can 
be demonstrated (http://cdm.unfccc.int/methodologies/
PAmethodologies/tools/am-tool-01-v5.2.pdf/history_view). 

However, during initial screening, the project developer 
can simply assess any specific barriers that may prohibit 
project implementation in the absence of the CDM. Some 
barriers can be financial, technological, or due to prevailing 
practices in the region. Microscale project activities, such 
as renewable energy projects up to 5 megawatts (MW); 
energy efficiency projects resulting below 20 gigawatt-
hour (GWh) savings per year; and the Type III projects 
that reduce emissions by less than 20,000 tonnes of 
carbon dioxide equivalent per year can also apply a 
more simplified approach to demonstrate additionality, 
explained in detail in our CDM Brief (Series No. 3). 

Once the initial project screening has been conducted, the 
project developer may seek assistance from ADB’s Technical 
Support Facility (TSF) for a detailed additionality assessment. 
Since robust additionality argument is a principal condition 
to CDM eligibility, the assessment should be undertaken 
at an early stage of the CDM project and during loan 
preparation stage of the ADB cycle. 

Use of public funding 
Non-diversion of official development assistance (ODA) has to 
be confirmed for projects that have received public funding 
from developed countries. With information on the sources 
of funding, TSF can assist the project developer in identifying 
whether or not the project meets this requirement.

Contribution of sustainable development 
A project, to be eligible, must also contribute to the 
sustainable development of the host country. It is imperative 
to identify whether or not the project leads to positive 
impacts on environmental, socioeconomic, and technological 
development of the country where the project is being 
implemented. This must be approved by the host country 
DNAs subject to their own priority as provided. The DNA 
approval can be sought during the validation stage of the 
CDM project cycle and simultaneously during ADB’s board 
approval or loan signing stages. 

CDM project cycle 

PDD development 
After these preliminary screening, the project developer 
has to follow the unique project cycle. One of the initial 

stages in the CDM project cycle is to produce the project 
design document (PDD) that contains basic project 
description. The PDD also describes how emission 
reductions are calculated and monitored, baseline is 
identified, and the additionality to demonstrate its 
qualification as CDM. PDD development can be aligned 
with ADB’s project preparation stage.

Please follow the links for forms and guidelines to complete 
a PDD (http://cdm.unfccc.int/Reference/PDDs_Forms/PDDs/
index.html and http://cdm.unfccc.int/Reference/Guidclarif/
pdd/index.html).

Validation and registration 
To obtain CDM EB registration, projects must be “validated” 
by a United Nations-approved auditor (Designated 
Operational Entity or DOE). Please follow the link for a list of 
DOEs: (http://cdm.unfccc.int/DOE/list/index.html).  

Once satisfied that the project meets all the requirements 
of the CDM, the DOE submits the PDD to the CDM EB for 
registration. Validation and registration can simultaneously 
occur during the board approval and loan-signing stages of 
the ADB project cycle. 

Monitoring and generation of CERs 
After registration with the CDM EB and during project 
implementation, the monitoring plan mentioned in the 
PDD will be put into action and the emission reductions 
“verified” by a DOE. Finally, CERs are issued, which the 
project developer can transfer to the buyer(s) in exchange 
for payments under pre-agreed terms.

Project developers may approach TSF for further assistance 
after the initial screening. TSF will conduct a detailed 
eligibility assessment of the projects as per the modalities 
and procedures of the CDM EB.

CDM Briefs are prepared by the Technical Support 
Facility (TSF) under the Carbon Market Program. 

For more information or assistance on CDM,  
please contact:

Jiwan Acharya
Climate Change Specialist
Regional and Sustainable Development Department
Tel +63 2 632 6207
jacharya@adb.org

Or visit www.adb.org/Climate-Change/cc-mitigation-
carbon-market.asp


