Name: 
DNV Certification AS
Proposed input (1 of 2): 
Inclusion of the concept of materiality - a step towards a risk based approach. 
DNV strongly supports the introduction of the principle of materiality in the Determination and Verification Manual (DVM). The concepts of ‘materiality’ and the related concept of ‘level of assurance’, which are in use in many other GHG programs, international standards and financial auditing, need to be made an integral part of the JI determination verification process.
It must be noted that absolute assurance in JI determination or verification is not possible unless the Independent Entity literally oversees all relevant data continuously. Since this is not possible, Independent Entities have to apply concepts of materiality in their assessment, but there are currently no clear rule on either the “depth of analysis” or “breadth of analysis” required. Introducing the concept of materiality in the DVM will thus provide clearer rule and ensure consistency among the work performed by different Independent Entities. 
The concept of materiality during the assessment of data in a JI determination or verification activity could initially be used in the assessment of data and in relation to misstatements due to errors, omissions, misinterpretation or fraudulent reporting of data. 
Key principles for the classification of risks in any assessment of data, i.e. the risk that reported data contains misstatements and that such a misstatement has a material impact on the determination opinion or verification statement, should be based on:

-the impact of the individual contributions to the determination opinion or the total figure of emission reductions coupled to the likelihood that they are likely to occur.

-the use of conservative approaches for identification of the various risk elements  and for the associated estimation of the level of materiality.

-recognizing the need to identify individual errors in the data provided while also assessing the possible aggregation of errors and then comparing these with a predetermined threshold value.

Practical applications should initially be described for the most typical JI-projects, and for the biggest JI-projects, to ensure that the guidance is quickly implemented on a big share of ERUs issued. DNV would be happy to contribute with some examples.

DNV suggests that JISC follows the earlier stated recommendation of IETA to apply different materiality thresholds to different size projects, possibly allowing, for example, 5% materiality for small scale and average size CDM projects and 1% for high volume projects. The threshold used in the VCS 2007 is 1% materiality for projects generating more than 1 million tons of emissions reductions/removals per annum.

Reason for the suggestion: 

The concept of materiality should be used when designing the determination and verification requirements and sampling plans in order to clearly establish the processes used to minimize the risk that the Independent Entity will not detect a material discrepancy (also, known as ‘detection risk’).
Other comments:

The outcome from a parallel process in the CDM-mechanism should be considered and evaluated to see whether it is appropriate for utilization, fully or partly, within JI.
Actual requirements from the EU-ETS are also relevant to consider in the process of developing practical applications.

Proposed input (2 of 2): 

Guidance on assessing changes in the implementation of a JI-project.  

DNV welcomes the development of guidance for assessing changes to the implementation of a JI-project. Our experience with verification of JI and CDM projects show that in many project’s actual project implementation differ from the original design as described in the PDD or that the monitoring plan is revised to better adapt monitoring to actual practices. Project designs may also be improved as time progresses and new technologies become available.

Key principles for the assessment of implemented changes should be how the changes alters the basis for the determination of the project, how it alters the performance of the project, and/or how any revision of the monitoring plan ensure the same or improve the accuracy for determining a project’s emission reductions. This assessment should in DNV’s opinion be performed by the verifying Independent Entity and the assessment should be documented in the verification report or any other suitable format to be defined.

Practical applications should be described in a general way to ensure applicability across types of projects. The text could be illustrated by sector specific examples to facilitate interpretation of the guidance. Relevant parameters in this picture would be: 

- changes in installed capacity

- switch of applied technology

- change of monitoring system design

DNV would be happy to contribute with some sector specific examples.

Reason for the suggestion: 

There is a twofold reason for guidance in this area.

From one side it is relevant to ensure that the project complies reasonably with the conditions stated in the PDD and having been the basis for determination.

From the other side it is relevant to allow that the implementation of a project can be done in a flexible way as long as the changes implemented are within the accepted framework.

Other comments:

The outcome from a process concluded in the CDM-mechanism should be considered and evaluated to see whether it is appropriate for utilization, fully or partly, within JI. Preferably JI should have a guidance that limits the need for clarifications with JISC and leaves the IE with a mandate to assess the changes in most cases.



