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Supporting Iran in implementation of an integrated energy efficiency market
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About IREEMA

Iran belongs to the top ten greenhouse gases emitting countries in the world and the Iranian economy
is the most energy intensive of all oil and gas producing nations. Domestic energy tariffs are set by
administrative decree far below export market prices. Over the last decade, the energy productivity in
Iran declined further. Iranian policy makers are aware of the need to the increase energy efficiency
(EE) of the economy.

With the adoption of the Article 12 of the “Law on elimination of barriers to competitiveness and
improving the country’s financial system” the legal basis was created for specific economic incentives
for energy efficiency investments. Because the implementation mechanism is still to be developed,
investment projects have not yet been implemented on a large scale.

The IREEMA project shall support Iran’s Vice-Presidency for Science and Technology to implement an
integrated energy efficiency market in practice.

The project therefore aims at developing together with the responsible Iranian stakeholders an
efficientimplementation mechanism and to lower transaction costs for potential investors. In addition,
the project aims at testing this approach in practice by developing the huge energy efficiency potential
in the country in two main areas: the gas sector with special focus on the South Pars Special Economic
Energy Zone (PSEEZ) in Assaluyeh and the sustainable energy supply in selected rural pilot areas. In
case of necessity, adjustments of the implementation mechanism will be suggested accordingly to
ensure proper functioning. The implementation mechanism shall become the corner stone of the
integrated market for energy efficiency in Iran. Such a functioning mechanism could foster the
implementation of Iran’s INDC and even raise the ambitions of policy makers.

IREEMA

c/o DIW Econ GmbH
MohrenstraRRe 58

10117 Berlin, Germany

Project Manager: Dr. Lars Handrich
Tel: +49 (30) 2060 9720

Fax: +49 (30) 2060 97299
service@ireema.com

www.ireema.com
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Executive Summary

External and internal challenges currently limit the economic viability of energy efficiency
investments under the M3E from the perspective of potential investors. Hence, the successful
functioning of the M3E is jeopardized. The two main internal challenges within the M3E are high
transactions costs and uncertainties resulting from the complex M3E project cycle. Moreover,
those internal challenges are particularly pronounced in small projects with lower margins and
less-informed project owners. While external challenges such as high inflation or general
political and economic uncertainty cannot easily be solved in the short run, internal challenges

can potentially be fixed by adjusting the current M3E project cycle.

1 International energy efficiency programs addressed similar challenges by introducing different
forms of project categorization. This paper provides a review of international experiences with
the standardization of energy efficiency projects. The three international examples presented
are the Clean Development Mechanism (UN), the Italian White Certificate Scheme, and the
French White Certificate Scheme. As the international experiences show, project categorization

can be a successful tool to increase participation and reduce transaction costs.

Based on the international lessons learned, we derived several recommendations on how
standardization might be introduced to the M3E and also proposed an adjusted M3E project
cycle. In a nutshell, we recommend introducing three project categories (single standard
projects, composite standard projects, and non-standard projects), and to simplify the M3E
project cycle for single standard projects as well as components joining an existing composite

standard project. These differentiations include recommendations to

publish an official list of accredited standard projects,

allow for bundling of standard projects in the so-called composite standard projects,
simplify the application for standard projects significantly,

use average baselines and lump-sum energy savings estimations for standard projects,
and simplify the monitoring requirements for standard projects.

These recommendations are summarized in proposing an alternative project implementation
scheme for the new project categories — single and composite standard projects. It is expected
that introducing project categorization in the M3E can significantly reduce transaction costs for
standard projects through standardized and simplified procedures for registration,
measurement and verification. This can contribute to improve their economic viability and the

uptake of smaller projects in the M3E. Moreover, uncertainties regarding project eligibility can
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be reduced through the publication of a list of verified projects scaling up the project pipeline
and sharing information on the benefits of energy-efficiency investments under the M3E. Lastly,
manufacturers and ESCOs are incentivized to expand the list of standard projects verified under
the M3E which can also contribute to the uptake of energy-efficiency investments under the

M3E.
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5. Montant de certificats en kWh cumac

Nombre de fenétres ou portes-
fenétres complétes avec vitrage
isolant posées

Montant en kWh cumac par fenétre ou porte-fenétre
complete avec vitrage isolant posée

Energie de chauffage

Zone climatique -
Electricité Combustible

Hl 5 200 8 200

X N
H2 4 200 6700
H3 2 800 4 500
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