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1. Executive Summary

Starting from July 2012, Establishment of National Registry System for Domestic Emissions Trading Scheme and Voluntary Carbon Emission Reduction Project (a. k. a. “the ETS project”) goes smoothly with the planned activities implemented as scheduled by the three domestic technical teams working, i.e. Tsinghua University, NCSC, and Sino Carbon). 
The technical teams completed several rounds of meetings/workshops on methodologies and field surveys according to the work plan. Some experts attended international workshops and international study tour in accordance with the project schedule.The Chinese technical teams (sub-contractors) and NEA have regular communications for effective implementation of the planned activities. Effective Public and Private Partnership was continued for registry system development for ETS VER with NDRC focusing on policy and relevant institutional building, Tsinghua focusing on technical issues , SinoCarbon working on business model and NCSC is responsible for capacity building and system operation. 
NEA has successfully organized missions to relevant countries in Europe for further knowledge exchange and policy dialogues to support China to develop the ETS system as well as building a network for future cooperation. 
With better communication and cooperation through UNDP, the management experience of ETS started to be transferred from Norway/Europe to China which is critical for the smooth running of national ETS by 2016.

With the great work of our project, the national registration system has started online running in January 2015. 
Through close cooperation between NDRC and NEA through UNDP, a new proposal was endorsed to set up reporting mechanism and testing guidelines at the provincial level for the leftover funding of the ETS project.
Due to the complexity the market behavior analysis and the need for the maintaining of the whole ETS system, some portion of the project budget was transferred to 2015 which will be completed by the third quarter of 2015.  
In conclusion, the project has been in general successful in the technical development stage with laid a solid foundation for the next year work of business model feasibility development which will need more intensive cooperation between all stakeholders to work together at international, national and sub-national level.
This annual report covers the reporting period of January – December 2014.

2. Context 

Development Context
Emission trading is a cost-effective market based mechanism for controlling and reducing Greenhouse Gas (GHG) emissions and has been acknowledged by more and more countries, regions, international organizations, non-government organizations and industries. Since entering into force of the Kyoto Protocol, emissions trading of GHGs and world carbon market have developed in rapid speed. The European Union, New South Wales of Australia, states in the US and New Zealand have implemented mandatory emissions trading schemes, which have become the primary policy measure to tackle climate change. Meanwhile, the voluntary emissions trading market also witnessed fast development. Although its share in the world carbon market is quiet small, its trading volume and value between 2005 and 2009 witnessed rapid growth by several folds.
In 2014 NDRC has launched the regulation of the carbon exchange market in China which is the groundbreaking regulation for the carbon market development in China.
Project Objectives and Strategy
The objectives of the ETS project:

1) Establishing national voluntary emission reduction project registry system to maintain a common voluntary market with centralized information disclosure and standardized trading commodities; 

2) Establishing a national registry for regional and nationwide emissions trading schemes to materialize the national objective to build carbon market gradually; 

3) Capacity building by carrying out education and training activities to build and enhance the capacities of stakeholders in the voluntary project market, and regional and national emissions trading market.
Strategy：
In the time of the release of The Tentative Management Method for China’s Voluntary GHG Reduction Trading Activities, there is an urgent need to design and build the national voluntary emission reduction project registry system (abbreviated as VER registry). The function of the VER registry should be to register emission reduction projects and reduction units, record and track the holding, transfer and cancellation of reduction units. The registry is the core technology to safeguard an open, fair, just and transparent market. It is also an important technical measure to compliment the implementation of The Tentative Management Method for China’s Voluntary GHG Reduction Trading Activities to regulate and supervise the voluntary market. The registry is indispensable for a common voluntary market with centralized information disclosure and standardized trading commodities. This project intends to build an efficient, secure and trading-compatible VER registry system that serves the foundation and core technical safeguard of voluntary market. 

Moreover, in order to materialize the objectives that 2 provinces and 4 cities regional emissions trading market by 2013 and nationwide trading market by 2016, it is necessary to start developing, designing and establishing the national registry for future emissions trading scheme. 

Therefore, the overall goal of the project is: To contribute to the development of measures aimed at reducing the carbon intensity in the Chinese economy as set in China’s 12th Five-Year Plan.
Activities and Outputs
The expected key results of the ETS project include:

Output 1: National Voluntary Emission Reduction Project Registration and Management System;

Output 2: National Registry System for Emissions Trading Scheme;

Output 3: Capacity building; 

Output 4: Project execution report

Output5：System Operation and Maitenance

Activity 1：Overall Design of National Voluntary Emission Reduction Project Registry and National Emissions Trading
Activity 1.5
Complete project executive report of National Voluntary Emission Reduction Project Registry System and National Registry System for ETS (Chinese and English version)

The final version of implementation report of National Voluntary Emission Reduction Project Registry System and National Registry System for ETS in Chinese and English are finished and submitted to all the shareholders in December 2014.
Activity 2：National Voluntary Emission Reduction Project Registry System and National Emissions Trading Scheme Registry System
Activity 2.2

Finish the software developing of the Registry System.
Activity 2.2.1 Finish the software developing of the national voluntary emission reduction project registry system.
In the meeting on 12th March, it was determined that the business procedure of the compliance process for the pilot areas should be further modified. The modifications include adding administrative roles for the pilot areas, providing separate compliance accounts for pilot areas, developing UIs for the functionality of pilot area compliance. Additionally it was required in the meeting that the functionality of the direct transfer between two accounts should be disabled. It was also decided that an administrative role and a comprehensive UI for checking the audit log of the system should be provided. In May 2014 the development and the test of the required modifications have been completed. In January a meeting for discussing the development of the data exchange interface between the exchange system and the national registry system attended by SinoCarbon and five exchanges of pilot areas was held. Based on the discussion results of the meeting, a data exchange standard was finalized in February. In June 2014 the development of the data exchange interface on for the national registry system was completed. After the deployment of the system, the data exchange interface between the national registry system and the trading system of the exchanges in the seven pilot areas has been fully tested. By November 2014, the testing on the data exchange interface has been completed.
Activity 2.2.2 Finish the software developing of the national ETS registry system.
In addition to the modifications to the national voluntary emission reduction project registry system, some modifications to the national ETS registry system have also been required in the meeting on 12th March, including providing the UI for querying the compliance information at the national level, adding links for downloading file templates and performing email notifications for system operations. In May 2014 all the development and test of the required modifications have been completed.
Activity 2.3

Test the Registry System Software base on function design, modify the function and improve performance of the software.
Activity 2.3.1 Test and modify the software of national voluntary emission reduction project registry system
In the second quarter of 2014, the software of the national voluntary emission reduction project registry system has been thoroughly tested. During the test process, all the bugs discovered have been corrected.
Activity 2.3.2 Test and modify the software of the national ETS registry system
In the second quarter of 2014, the software of the national ETS registry system has been thoroughly tested. During the test process, all the bugs discovered have been corrected.
Activity 2.5
Finish the whole registry system construction.
Activity 2.5.1 Finish the network construction
In the IDC of China Economic Information Network, the deployment of the network of the national registry system has been completed at the end of July 2014. The test of the feasibility of the network has also been performed in August 2014. By the end of August 2014, the construction of the network of the national registry system has been completed.
Activity 2.5.2 Finish the security system construction
In the IDC of China Economic Information Network, the deployment of the security system of the national registry system has been completed at the end of July 2014. The test of the feasibility of the security system has also been performed in August 2014. By the end of August 2014, the construction of the security system of the national registry system has been completed.
Activity 2.5.3 Finish the data storage and backup system construction
In the IDC of China Economic Information Network, the deployment of the data storage and backup system of the national registry system has been completed at the end of July 2014. The test of the feasibility of the data storage and backup system has also been performed in August 2014. By the end of August 2014, the construction of the data storage and backup system of the national registry system has been completed.

Activity 2.5.4 Install the whole registry system software, and conduct relevant tests for the software and hardcore.
After the completion of the deployment of the hardware of national registry system, the software of the national registry system has been installed and tested in August 2014. By September 2014, the installation and test of the software of the national registry system have been completed.

Activity 2.6

Pilot run
Activity 2.6.1 Pilot run of Registry System.
In September 2014, the system access privilege was transferred to NCSC for utilizing and managing the system. After receiving the access privilege of the system, the team of NCSC performed a test run of the system. By the end of September 2014, the pilot run of the system has been completed.

Activity 2.6.2 Debug the system.
During the Pilot run of the national registry system, the bugs found were tracked and corrected. By the end of September 2014, the system debugging has been completed.

Activity3：Capacity building
Activity 3.1

Draw up the instruction manual and guide for Chinese Voluntary Emission Reduction Trading Register System.
Activity 3.1 has been completed. The instruction manual (version 1.0) for Chinese Voluntary Emission Reduction Trading Register System and Carbon Emission Trading Register System has been drafted and revised. 
NCSC research team has decided that the user manual should have different version for different kind of users, including national manager, provincial manager and other users. NCSC research team has designed manual framework, and communicated and discussed manual contents with Sino-carbon, including operation process, pictured screen, etc. NCSC research team has organized seminars and workshops on manual drawing to discuss manual framework and contents with experts from Department of Climate Change of NDRC, Tsinghua University, Sino-carbon, ETS pilots exchanges, etc. According to suggestions and comments from experts, NCSC research team has drafted and further revised manual. Furthermore, the manual has been updated according to registry system installation and test running. 
Activity 3.2
Training the Relevant Staff of Chinese Voluntary Emission Reduction Trading Register System and Carbon Emssion Trading Register System, including Government Officers, Systerm Users, Staff of Exchanges, Participants of Emission Reduction Projects and Certification Institutions; Draw Up the Teaching Materials for the Training.
Activity 3.2 has been completed. Training materials have been written and training activities have been organized and implemented. 
A questionnaire survey has been implemented to collect the training requirement of the system users and management staff for Chinese Voluntary Emission Reduction Trading Registry and Carbon Emission Trading Registry training. NCSC research team has designed training programme according to training requirement survey result and technical requirement of the system. Training materials have been drafted considering different users’ requirement of the registry system. The contents included registry design, functions, voluntary emission reduction process, and related policies published by NDRC. In addition, NCSC research team has made a training plan including trainees, experts, time, place, contents, etc. 
From October to December of 2014, NCSC research team has organized 4 training activities in Beijing. The trainees included 7 ETS pilots DRC, non ETS pilots DRC, operation institutions, exchanges, third-party verification institutions, research institutions, and some enterprises. Department of Climate Change of NDRC introduced policies related to China’s carbon market development. Tsinghua University team introduced registry system design, Sino carbon introduced registry system design and functions, and NCSC research team introduced voluntary emission reduction operation process. Staffs of exchanges from 7 ETS pilots and some enterprises operated and tested registry system, and provided suggestions and comments on registry system improvement. 
In addition, NCSC research team has participated in the workshop organized by Norwegian Environment Agency on Market behaviour systems and analysis in Emission Trading Schemes in June 2014, exchanged views with Norwegian and EU experts to learn their experiences on registry operation and management.
NEA work
The focus of the work in 2014 has been on these supplementary activities. The Norwegian project team has organized visits both in Oslo and Brussels, where SinoCarbon has been able to meet with relevant experts from Belgium, the European Commission and NEA, as well as consultants and representatives from Oslo Stock Exchange.

A seminar on market analysis was held in Brussels in June 2014. The programme for the seminar included the EU’s approach to market behaviour analysis, appropriate testing for registry systems (by Finn Jostein Gjelten from NEA), market surveillance on exchange traded markets (by a representative Oslo Stock Exchange) and how to avoid carbon trading crime.

The seminar was followed up with a study tour for SinoCarbon to Oslo and Brussels. Mr. Zhang from SinoCarbon visited Oslo Stock Exchange on 22nd September, together with Carina Heimdal from the NEA. They met with Christian Fredrik Falkenberg Kjøde (Head of Research and analysis) and Thomas Borchgrevink (Director for marketsurveillance and administration). They presented the IT-tool the exchange uses to monitor the market. The following day, Mr. Zhang visited the NEA at Helsfyr (Oslo), and two presentations were given: 

-
one presentation by Carina Heimdal on the management on the Norwegian ETS registry 

-
one presentation by Stian Rein Andresen on the NEA’s system for emissions reporting (Altinn, Forurensning, etc.)

Mr. Zhang then travelled to Brussels, where he met the Belgian registry administrator, Mark Looman and the consultant Istvan Bart. They presented the system they use to administer users and their ongoing work on market behavior analysis. This represented very useful input to SinoCarbon.

Activity 3.3

Summarize the Training Results and Improve the Chinese Voluntary Emission Reduction Trading Register System and Carbon Emssion Trading Register System come from Relevant Institutions.
Activity 3.3 has been completed.NCSC research team has collected feedback (including problems, suggestions and comments) from training, survey, registry system testing and management. Then NCSC research team analyzed and summarized problems and suggestions on registry system operation and management and gave improvement suggestions on registry system. Some suggestions have been accepted and registry system has been modified and updated, other suggestions will be considered in the future revision of the registry system.
Activity 3.4
Complete project executive report of Capacity Building (Chinese and English version)
Based on completion of Activity 3.1, 3.2 and 3.3, NCSC research team has drafted executive report of the Capacity Building sub-project. The contents included project objective, activities, implementation, outputs and fund usage situation. 
Activity 5 System Operation and Maitenance
Activity 5.1

Rent of cabinet for server trusteeship
NCSC research team has surveyed several machine rooms for registry system hardware equipment trusteeship. After comparison, the machine room of China Economic Information Network (CEIN) was decided for Chinese Voluntary Emission Reduction Trading Register System and Carbon Emission Trading Register System hardware equipment trusteeship. The above machine room has high security level and the place is close to NDRC and NCSC, which is suitable for registry system operation and maintenance. NCSC has signed contract with CEIN for cabinet rent for registry system hardware equipment trusteeship. In addition, NCSC purchased equipment management services and related network bandwidth from CEIN. CEIN is providing uninterrupted service and technical support, including timely check, providing 10MB bandwidth, allocation of 3 required IP address for server access to the Internet, and the connection with the Internet. At present, the hardware equipments are running well.
Activity 5.2
Rent of dedicated network and the standby line
NCSC research team has investigated the surrounding network setting around the CEIN and Chinese Voluntary Emission Reduction Trading Register System and Carbon Emission Trading Registry System operation office in NCSC, and contacted and surveyed related network service providers. After comparison, NCSC research team has chosen China Unicom as the registry system network service providers. The above two sides has signed contract for dedicated network renting from machine room in CEIN to registry operation office in NCSC. 
Activity 5.3
Office hardware and software equipment and furniture

NCSC has set a dedicated office for Chinese Voluntary Emission Reduction Trading Register System and Carbon Emission Trading Register System operation and maintenance. NCSC research team has listed relevant equipments needed for registry system operation and maintenance, including computers, laptops, printers, copy machine, office furniture, related software, etc. NCSC has purchased most of the office furniture. For electronic equipment (such as laptops, printers, copy machine, etc.) purchase, NCSC has submitted purchase application in accordance with procedure, and currently waiting for the equipments arrival.
Activity 5.4
System Security Maitenance
NCSC research team has surveyed related network maintenance institutions for Chinese Voluntary Emission Reduction Trading Register System and Carbon Emission Trading Register System software and hardware system operation and security, and at present is comparing to decide the final network maintenance institution.
3. Project Management and Oversight 

Implementation status
Progress to date has been satisfactory during the reporting period and the main targets of technical development stage have been achieved. The quality of project management structure for implementation is good. All project activities have been largely delivered on time.
The project is undergoing a shift from system setup to management capacity building at both national and provincial level. More intensive cooperation and communication is needed between NEA and NDRC for the management experience transfer.
Monitoring and Evaluation
The monitoring and evaluation management during the reporting period is adequate. Several rounds of meeting among NDRC, UNDP, and the Embassy were held and one assembly working level meeting with all key partners involved was held on regular basis. 
UNDP organized the audit and planned the final evaluation in accordance with the project plan and suggestions from NDRC, the Embasssy and NEA.
Human Resource Management

Human resources were effectively managed and adequate to support progress. 

Risk management
No significant risk was identified during the reporting period.
Communication and advocacy
Working seminars were held periodically to discuss the project progress.Experts from subcontractors, UNDP and NEA communicate frequently through Email, meetings, workshops and international study tour.
4. Financial Management
The ETS project is being delivered according to the planned budget with details as follows (amounts are all in US$):

	

	Source of Fund
	Funds Received 

2014
	Budget
2014
	Expenditure
2014

	Expenditure Vs. Approved project budget by source of funding


	UNDP 
	-
	-
	-

	
	Government Cost Sharing 
	-
	-
	-

	
	Third Party Cost-sharing
	1,308,448.50
	1,981,898
	1,144,806

	
	Other (please specify)
	-
	-
	-

	
	Total
	1,308,448.50
	1,981,898
	1,144,806


Table 1: Expenditure Vs. Approved project budget by source of funding
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Project Management

Output/Outcome 5 115,000] 9 115,000] 1156214 000) 1156214
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Table 2: 2014 Financial Report

It should be noted that 1 payment was made by the Embassy during the year 2014.
The delivery rate is 57.76% against the planned budget as of December 31, 2014. The financial report includes the expenditures (NDRC and NEA) throughout the year of 2014. Part of the decreasing delivery is due to the extension of project to 2015 and some project activities have to move to 2015 accordingly. 

USD3,887,430.18 (NOK23,175,762.00) was received in project account and USD1,625,208.87 spent until December 31, 2012. Therefore, USD2,262,221.30 will be carried over to 2013. USD1,308,448.50 (NOK7,807,890.00) was received in 2013 and USD1,475,237.77 spent until Dec 31, 2013. Therefore, USD2,095,432.04 will be the total budget for 2014 for ETS project. USD656,747.54 (NOK 4,477,048) was received in 2014 and USD1,144,806.31 spent in 2014. Therefore, USD1,607,373.27 will be the total budget for 2015 for ETS project.   
5. Gender 

The ETS project is not meant to be a gender oriented project, however, women do take a considerable percentage among the 3 Chinese and NEA experts and the participants of the project-organized workshops, along the fact that the senior management and the PMO staff are all women on the Chinese side.

6. Anti-Corruption

The anti-corruption measures have been put in place with annual auditing conducted on the subcontactors and PMO respectively.

7. Conclusion

The general progress of ETS project has had a positive development during the report period and achieved satisfying progress. All the three sub-contractors worked hard and achieved satisfying outcomes.They will continue carrying out project activities in 2015 according to the project work plan. The ETS Project has made satisfactory progress in building a strong foundation for a national ETS registry system. The benefits of NEA participation on the ETS project are significant. The management experience transferred from Europe through NEA is critical to the smooth running of national ETS development in China by 2016.
NDRC is confident about the cooperation in the future and impactful outputs are expected from the projects. For improved communication among the project management units, the domestic and international project partners, and the donor, a regular teleconference via phone/Skype plus emails, or workshops has been put in place and has been proven effective. 
In 2013, the project created a very innovative model for knowledge sharing and application by matching the knowledge according to different scales at sub-national, national and regional level with comprehensive perspectives from both public and private sector. This innovation was contiuned in 2014 and will be even more important for the work in 2015.
More innovation will be needed for how public and private sector interact for ETS development for the project in 2015 and how to draw lessons and good practices from Norway and other developed country as well as EU for ETS development in China at both national and provincial level.
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