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SUBMISSION NO. 1: ARGENTINA

ARGENTINA'S AMENDMENTS TO THE NOTE OF THE PRESIDENT OF
COP VI, DATED 23 NOVEMBER 2000

Box C. Land-use, land-use change and forestry

(new introduction)
Parties decide that LULUCF activities will be based on the following principles:

() Any land-use, land-use change and forestry activity carried out in addition to the commitments
made under article 4.1 (d) of the Convention for the purposes of determining compliance of Annex
| Parties with their quantitative emission limitation and reduction objectives under the Kyoto
Protocol, must not change the global effect of the Kyoto Protocol, which is to mitigate climate
change in the first commitment period equivalent to reducing Annex | anthropogenic emissions by
sources covered by Annex A to the Kyoto Protocol by an aggregate proportion of at least 5 per cent
with referenceto their 1990 levels, in accordance with article 3.1 of the Kyoto Protocol;

(b) For the purposes of determining compliance of Annex | Parties with their quantitative emission
limitation and reduction objectives, any land-use, land-use change and forestry activity must not
result in an increase of anthropogenic emissions by sources minus removals by sinks deriving from
the application of removals by sinks of carbon dioxide, indirect nitrogen fertilization effects and
dynamic age structure;

(c) In view of the impact of climate change on forests and desertification, forest conservation and
rehabilitation of degraded vegetation cover are potential climate change adaptation activities, and
as such could be included among those activities to benefit from the share of proceeds of the
mechanisms of the Protocol intended to meet the cost of adaptation. This is without prejudice to
decisions on land-use, land-use change and forestry activities in the mechanisms of the Kyoto
Protocol;

(d) Therulesfor theinclusion of land-use, land-use change and forestry activities in the accounting
of Annex | countries, for purposes of compliance with their commitments under the Kyoto Protocol,
must not imply a transfer of such commitments to a future commitment period;

(e) Carbon removals by land-use, land-use change and forestry activities shall be considered as a
temporary removal. Any Annex | Party that makes use of such removal to achieve compliance with
its Kyoto Protocol commitment shall continue to be responsible for any subsequent emissions;

(f) In the methodologies to account emissions by sources and removals by sinks in the land-use,
land-use change and forestry sector, no consideration shall be given to the simple presence of stocks
of carbon, in linewith the provisions of article 5.4 of the Kyoto Protocol

(new preamble):
COP recommend to COP/MOP the following decisions:

Definitions for afforestation, reforestation and deforestation under article 3.3

1st paragraph: Delete second sentence
2nd paragraph: Parties decide to establish a process to investigate the feasibility—of—applying
inclusion of biome-specific definitions for future commitment periods.



Additional activities and accounting under article 3.4

Option 1: Strongly held view to oppose the inclusion of any 3.4 additional activity for the first
commitment period.

Option 2: Revisetext by:
(new) COP recommend to the COP/MOP

Eligible activities:

1st paragraph: parties decide to establish a process under SBSTA to develop a comprehensive set of
definitions for the following activities: grazing land management, cropland management and forest
management {broadlydefined-tand-management—activities), revegetation/vegetation degradation
(new).

2nd paragraph: (new) Parties will also decide to establish a process under SBSTA to assess aspects
associated with scale, uncertainties and risks associated with the above-

listed activities.

Accounting:

1st paragraph: same

2nd paragraph: Therefore Parties decide that the contribution of additional activities under article
3.4 towards meeting a Party’s target in the first commitment period shall be limited+td 8%ef the
Party’s base year emissions.

3rd paragraph: same

First interval: same

Second interval 1st paragraph: Parties decide that carbon stock changes accounted for in
accordance with the provisions of article 3.4 shall, for the-breadbifined management activities,
exclude the effects of:...

2nd paragraph: Therefore, Parties shall apply a reduction of 30% of thegabon stock-changes
and net GHG -emissionsremovals that result from additional cropland and grazing land
management activities and of 85% to the-netrbon stock—ehangesind net GHG -emissiens
removals that result from additional forest management.

Additional activities under article 3.4 in the second and consecutive commitment periods

same

| mplementation of article 3.7

1st paragraph: same

2nd paragraph: Parties decide that eligibility to make use of this provision will be determined on the
basis of a—reviewed-national-inventomeview by the Expert Review Team as established under
article 8.

L UL UCF under the Clean Development M echanism

1st, 2nd and 3rd paragraplsame

4th paragraph: Parties decide to establish a process under the SBSTA at itsfifteenth session to
develop rules and modalities taking into account further methodological work by the IPCC,
where necessary, to deal with theseissues.




SUBMISSION NO. 2: ARMENIA

1 Taking in consideration that the text of FCCC/CP/2000/CRP.11 document was prepared
based on the FCCC/SB/2000/CRP.16 and concern to the capacity buildinginall Non Annex |
countries but in it'stextual part it isreferring to Non Annex | Parties as "developing countries’. We
suggest to add sentence in the preamble: " In the current document all provisions stated for the
developing countries refer equally the all Non Annex | Parties’.

2. In the Note by President of COP6 in the Box A "Convention Fund’ under bullet 2 after the
"activities in developing countries' to add "non Annex | countries”.

3. In the Note by President of COP6 in the Box A "Actionsto addressimpacts of response
measures (Article 4.8)" in the second bullet instead of "Developing country Parties" to write "Non
Annex | Parties".

The 4.Comment we would like to suggest in casee of consistency to the general procedure for voting
established in the UN.

4, In the Note by President of COP6 in the Box B "A. Composition of the Executive Board of the
CDM" under bullet 4 in the sentence "Any decision shall as alast resort be adopted by a three-fourths
maj ority vote of the members present and voting in the meeting" to replace with "Any decision shall as
alast resort be adopted by a three-fourths majority vote of the members present in the meeting".



SUBMISSION NO. 3: AUSTRALIA
(on behalf of the Umbrella Group)

Editor’'s note: Below is the text of a letter received by the UNFCCC secretariat from
Mr. Ralph Hillman, Ambassador for the Environment, Ministry of Foreign Affairs, Australia, on
behalf of the Umbrella Group.

17 January 2001

| refer to the Executive Secretary’s note dated 7 December 2000 regarding the opportunity for Parties
to submit further comments on the informal note by the President dated 23 November 2000 for
compilation into a miscellaneous document.

On behalf of the Umbrella Group, | would like to thank you for the suggestion that members consider
harmonising their submissions on the President’s hote made during COP 6 into a single document.
The Group has considered this proposal, but has decided that the most convenient approach given the
15 January deadlineis for individual members to make their own submissions, either with fresh
documents or by confirming that the comments they submitted in The Hague stand. Umbrella Group
countries may, however, return with comments, either individually or asagroup, at some later date.

We understand that President Pronk plansto put forward arevised version of hisinformal note taking
account of comments received from Parties. We would welcome such an initiative as away to
advance the negotiations. We would hope that any new version would be available well in advance of
the next ministerial level discussions so that the Group could have enough time to examine it
carefully. The Group looks forward to having the opportunity to submit further comments on this
revised paper, and will at that stage again examine the possibility of submitting combined comments.

Y ours sincerely

Ralph Hillman



SUBMISSION NO. 4: AUSTRALIA
Australia’'s Commentson Box A
of the
Note by the President of COP 6, 23/11/00
22 January 2001
Box A. Capacity building, technology transfer,

Implementation of Articles 4.8/ 4.9; 3.14, finance

Funding mechanisms and quidanceto the GEF

Parties have reached general agreement on the frameworks for technology transfer, capacity
building, adg » - and other forms of assistance related to
mitigation of, and adaptatl on to climate change. These frameworks will further the objectives of
the Convention, including as reflected in the Buenos Aires Plan of Action. Parties have aso
reached general agreement that special consideration will be given to the |east devel oped countries
and small idand States amongst them.

Annex || Parties express their intent to seek, through a variety of means, including augmenting
their bilatera programs, a significant increase in funding for international climate change related
activities, recalling, inter alia, Article 4.3 of the Convention. Annex Il Parties have also
expressed their support for a successful replenishment of the Global Environment Facility and
commitment to ensure that the GEF become more responsive to the needs and priorities of
developing countries. Ownership and "country-drivenness' in GEF projects should be enhanced.
The scope of activities funded by the GEF should also be broadened. GEF procedures and
policies should be streamlined.

Adaptation fund

Parties declare their intention to seek the establishment of, and the resources to fund, a new

window under the GEF: the Adaptation Fund.

«» Thefund will be used to finance the implementation of concrete pilot adaptation projectsin
developing country Parties. Projects will be implemented by the GEF Implementing
Agencies.

+»» The GEF Secretariat will manage the fund. The fund will function under the guidance of the
COP/MOP. Such guidance will be given on programs, priorities and eligibility criteriafor
funding of adaptation activities.




< Thefollowing activities will be included in the category of adaptation activities. avoidance of
deforestation, combating land degradation and desertification.

Specific needs of the least developed countries (LDCs, including SIDS)

«»  Within the Adaptation Fund, a separate work programme will be established for the
least devel oped countries and small island States, based upon the scope of needs
identified in XX.CP6, XX.CP&6...

<+ To encourage a greater flow of CDM projects to the LDCs, CDM projects in LDCs
will be exempt from the share of the proceeds for adaptation. The implementation of
'small-scale CDM projects' will also be promoted.

Conventionfund Mitigation Fund

Parties declare their intention to seek the establishment of, and the resources to fund, a new

window under the GEF: a Mitigation Fund.

«» Under this window, new and additional funding will be made available by Annex Il
Parties for activities in developing countries focussing on technologies and practices to
mitigate GHG emissions. Mitigation activities could include technology transfer and
technical support, capacity building, specific CDM capacity building, and assistance
with economic diversification. New and additional funding will also be made available
for capacity building in Annex | Parties with economies in transition.

5

S

Since the fund is directed to mitigation, access by non-Annex | Parties to resources
from the Mitigation Fund shall be for the purpose of a Party's implementation of
national abatement and sequestration strategies, which are to be consistent with criteria

to be agreed.

<+ The GEF Secretariat will manage the fund. The new GEF window will operate under
the policy guidance of the COP/MOP.
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Funding and Modalities

Contributions from Annex |1 Parties will reflect their initial assigned amounts. These
contributions should be made at rates adjusted to generate $1 billion over the first commitment
period. These may be directed to either the Adaptation or Mitigation funds or both, as Parties
deem appropriate, with the modalities to be defined at COP 7. Finance for the Adaptation Fund
will be generated by the share of the proceeds on the CDM (2% of the CERS generated by
projects), voluntary contributions and by a percentage of assigned amount, or its financia

equivalent.

7

<+ Therewill be periodic reviews of the modalities of the new GEF funds, including with respect
to the level of funding and the €eligibility requirements.

Climate Resour ces Committee

Parties decide declare their intent to establish a Climate Resources Committee at COP7, with the

following mandate:

% Togive policy advice to existing multilateral financing channels and ingtitutions such as the
GEF, Regiona Development banks, the World Bank, UNDP and other multilateral
ingtitutions. The advice will be focused on:

5. . ) .

5 Illen_eesnge'lunatelundmg

> I’IE"'.'St'e.E“'"“g

» Mainstreaming climate-related objectives into existing financial flows.

> Maximizing cost-effectiveness of climate change funding.

Capacity building

Parties decide to establish a framework to guide capacity building activities related to the
implementation of the Convention and effective participation in the Kyoto Protocol, in order to
assist non-Annex Il Parties. (See Draft Decisions FCCC/SB/2000/CRP.16 and
FCCC/SB/2000/CRP.17).

Technology transfer

5

S

Parties decide to establish an intergovernmental consultative group of technical and
scientific experts on technology transfer under the SBSTA

The group will:

Facilitate the exchange and review of information by creating a clearing house and
regional technology information centers;

Advise SBSTA on further actions to be taken.

Focus on ways and means to address the barriers for technology transfer asidentified in
the IPCC specid report on technology transfer

Be composed on the basis of equal geographical distribution

SBSTA will review the group’s work on a regular basis, consider its advice and if

3

S
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necessary request the COP to take any further action, including inter alia programs and
priorities for financing of activities.

Adver se effects of climate change

Parties not included in Annex | are encouraged to provide information, including for their

national communications and any other relevant information sources, on their specific needs and

concerns from the adverse effects of climate change.

Actionsto-hetakenby Annex Il Parties inelude are encouraged to support the following
actions:

Pilot or demonstration projects to show how adaptation planning and assessment can be
practically trandated into projects and integrated into national policy and sustainable
development planning. Non-Annex | Party national communications, other relevant sources
and the staged approach endorsed by the COP will serve as abasis.

Adaptation projects, when sufficient information is available to warrant such activities, inter
aia, in the areas of water resources management, land management, agriculture, health,
infrastructure development, ecosystems, and integrated coastal zone management.
Improved monitoring of diseases and disease control and prevention for Parties affected by
climate change.

Avoidance of deforestation and prevention of land deforestation, insofar as these activities
related to climate change.

Strengthening and, where necessary, establishing national and regional centres and
information networks for rapid response to extreme weather events, utilizing information
technology as much as possible.

Actionsto addr ess impacts of response measures (Article 3.14)

Annex | Parties and other Partiesin a position to do so decide are encouraged to report in their
national communications on:

/7
0.0

The efforts to HmH_minimize the adverse social, environmental and economic impacts of the
policies and measures they have adopted or are planning with the aim of addressing climate

change such as: redu0| ng or phasu ng out—maﬁeetkmperfeenens{eg—eeal—subsdﬁyand

es subsidies

on aII qreenhouse gas produ0| ng sectors

The national communications will be reviewed under the Kyoto Protocol (Article 8). A certain
degree of flexibility shall be allowed to Partiesincluded in Annex | undergoing the process of
transition to a market economy.

Actionsto address impacts of response measur es (Article 4.8)

7
0.0

Annex || Parties wiH are encouraged to assist non-Annex | Parties adversely affected by
response measures through concrete actions based on further methodological work in the field
of technology transfer, capacity building, economic diversification, increasing energy
efficiency infossil fuel production, advanced fossil fuel technologies (including carbon
capture and storage)

Developing country Parties will report on their specific needs and concerns arising from the
implementation of response measures, effectively implementing the guidelines for national
communications
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Australia’'s Comments on Box B
of the
Note by the President of COP 6, 23/11/00

22 January 2001
Box B. Mechanisms
Attached are Australia’s comments on issues relating to the Kyoto mechanisms, structured to

correspond with the headings in the President’s Note. We attach greatest priority to our comments
under the following headings:

Trading modalities and liability;
Supplementarity;

Fungibility; and

Composition of the Executive Board.

B e

COP/MOP <-> Executive Board

A. Composition of the Executive Board of the CDM

% Parties agree that the composition of the Executive Board is an essential element in ensuring
theintegrity, credibility and efficient operationalisation of tiBM syster Parties therefore
decide on a balanced approach in composition and voting procedures.

7
£ X4

7
£ X4

7
0'0

The Executive Board shall consist of eight members chosen by and from among Parties

included in Annex | and eight members chosen by and from among Parties not included in
Annex |.

7
£ X4

Executive Board members shall make every effort to reach agreement on any proposed
decision by consensus. Any decision shall as a last resort be adopted by a three-fourths
majority vote of the members present and voting at the meetingesenting a majority of
members from Parties included in Annex | and a majority of members from Parties not
included in Annex.l

B. Decision-making power of the COP/MOP vis-a-vis the Executive Board

% The Executive Board shall be subject to the authority and guidance of, and be accountabl e to,
the COP/MOP.

o

Institutions for a prompt start for the CDM

7
£ X4

Parties decide that a prompt start for the CDM will be operationalised by electing the prompt
start Executive Board at the same time as the COP adopts the quidelines for Article 6, the
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7

% The Executive Board will be served by the UNFCCC secretariat.
«» Appropriate resources are-will be made available for the prompt start of the CDM.

Eligibility of project activitiesunder the CDM

72
°

Parties recognize that it is up to the Party’s discretion to judge whether a project activity is in
line with its national strategy on sustainable developnmémpriorities or expedited
considerations are required.

g

7
*

L)

72
°

72
°

7
*

7
*

s+ The Parties stress the desirability of each individual Annex | Party undertaking a significant
part of the effort to achieve Article 3.1 commitments through domestic actions. Such actions
could include, for example, a domestic emissions trading system.

s+ To this end, each individual Annex | Party will submit a detailed report, at the end of the
additional period for fulfilling commitments, on the effects of its domestic actions on its net
emissions during the commitment period.

72
°

Compliance with this reporting requirement will fall within the mandate of the facilitative
branch of the Compliance Committee.

Trading modalities and liability

s Parties agree that Article 17 provides opportunities for Parties to fulfill their commitments in a
cost-effective way. Parties also recognize that reporting, review and a strong and enforceable

compllance reglmenll dlscouragearenet—samemwartles from overselling

s+ A Party included in Annex B whose actual emissions for the commitment period, after the
additional period for fulfilling commitments referred to in the procedures and mechanisms on
compliance, exceed the ERUs, CERs and AAUs it has retired for compliance purposes, shall
be subject to the provisions of the procedures and mechanisms on compliance adopted by the

COP/MOP.
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s Parties therefore-decide that in the first commitment period, each Annex B Party and each
Party operating under an Article 4 arrangement Parties-shall not make a transfer that would
reduce the total holdings of its retair-a-pertion-ef-theiassigned amounts from the first
commitment period in that Party'sheirnational registyies (excluding cancellationspeeific
to-that commitmentperiod—TFhisportion-shalldebow an amount equal to 60-fércent of

(a) its initial-theirassigned amousabr (b) five times its most recently reviewedissions

inventory, whichever is lower-the-portion-determined-on-the-basis-of projected-or recent

emissions.

0
°

A Party will be eligible to trade after a 9-month waiting period after having submitted its
required report on its baseyeatr/initial assigned amount, national inventory and registry - or
earlier if the enforcement branch of the Compliance Committee has notified that it is not
proceeding with any question of implementation with respect to that Party - unless the
Compliance Committee finds that the Party has not met the requirements covered by the
report. There shall be no other restrictions on trading other than eligibility relating to reporting
on a Party’s baseyear/initial assigned amount, national inventory and national registry.

<+ The COP, not the COP/MOP, should establish the rules by which emission credits are traded.

mount that

of. les-affirm that

/ Article 2

72
°

Parties note thatdditions to and subtractions from assigned amount under Article 3, while
ad|ust|nq the assmned amount do not alter commltments as deflned in Article-3-3-—emissions

he-assigned
vith-the
ing that

«+ Parties note that AAUs, CERs and ERUs may be used by a Party toward meeting its current
commitment or banked for use toward meeting a future commitment or transferred to other
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y-be-exchanged

Promotion of geographic distribution of CDM pr oj ects

< Parties agree that there should be opportunities for all Parties to participate in thes@®M

decide-that-an-equitable-distribution-of- CDM-poigewill-be-fosteredT herefore standardized
baselineswhich-are-based-en-an-appropriate-Anhextaveragy,be used for small-scale
projects{<XMw}-and-renewable-energy-projects{<XMWThe Executive Board is asked to
elaborate on and make recommendationgromoting-preferentiabtreatment-of-thespecific
projeck-types.

Procedures for “joint implementation”

o
*

*

Parties note that “joint implementation” takes place among Annex | Parties with greenhouse
gas emission limitation and reduction commitments. Therefore, Parties decide that there is no
need for stringent procedures on verification if Parties meet the reporting requirements.
Parties note that if Parties do not meet thegertingrequirements, they should follow the

same rigorous proceduras provided for under the CDM procedures.

Australia’'s Comments on
the
Note by the President of COP 6, 23/11/00
22 January 2001
Proposal of Australia, Canada, Japan and the United States
Box B (bis)

Issues Related to Article 4

e There must be parity of treatment among all Annex | Parties, including those under an Article 4
arrangement

* Interms of compliance, environmental integrity dictates that any restrictions on transfers of
assigned amount must include transfers under an Article 4 agreement.

e Surplus assigned amount may not be banked by Article 4 Parties when any members of the
arrangement needs such assigned amount to meet its Article 3.1 commitment. Pursuant to Article
4.6 of the Protocol, any consequences for non-compliance with Article 3.1 apply to both the
regional economic integration organization and any individual member state in non-compliance.

* Interms of mechanisms, a Party may not participate in mechanisms if another member of its
Article 4 arrangement is not meeting eligibility requirements. Any limitations relevant to Article
17 apply equally to Article 4.

« Any recommendations regarding domestic action apply to each individual member of an Article 4
agreement.



7
0‘0

5

S
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In order to assess compliance with Protocol commitments, reporting requirements must apply to
Article 4 Parties both collectively and as individual Parties.

Australia’'s Commentson Box C

of the
Note by the President of COP 6, 23/11/00

22 January 2001
Box C. Land-use, Land-use change and forestry

Definitionsfor afforestation, refor estation and defor estation under article 3.3

Parties agree that for the implementation of Article 3.3, “forest” is defined in accordance with
the FAO definition. Parties recognize that there should be certain flexibility in applying the
FAO values in order to reflect national circumstances.

Parties decide to establish a process to investigate the feasibility of applying biome-specific
forest definitions for future commitment periods

Parties decide that for defining afforestation, reforestation and deforestation the set of IPCC
definitions shall be applied. According to the IPCC Special Report, this set of definitions
delivers an accounting system that is closest to the actual exchange between lands brought
under the system and the atmosphere.

Additional activities and accounting under Article 3.4

Eligible activities:

7
0.0

Parties decide that a Party may inclade or more othe following activities: grazing land
management, cropland management and forest management (broadly defined land
management activities), revegetation (narrowly defined activity).

Accounting:

7
0‘0

5

S

Parties recognize that the scale offtivest managemeiictivities applied could lead to major
modifications in the effort for Parties to meet the articlec®mmitments.

Therefore Parties decide that the contributioadsfitionalforest managemerdctivities

under article 3.4, towards meeting a Party’s target in the first commitment period shall be
limited to 3 4% of the Party’s base year emissions.

In addition Parties decide that accounting for additional activities shall take place in two
distinguished intervals:

First interval (full crediting up to level of 3.3 debit)

Parties recognize the unintended outcome of article 3.3, namely that countries who have an
overall increase in their total forest carbon stock, may nevertheless have their assigned
amounts reduced because of accounting and definitional conventions under article 3.3.
Therefore, Parties decide that Parties may fully account for carbon stock changes and net
GHG emissions in areas under forest management up to a level that is equal to the net debit
incurred under the provisions of article 3.3, under the condition that the total forest carbon
stock change since 1990 in that country compensates the net debit incurred under the
provisions of article 3.3. This first interval shall not be more that 30 Mtg@Oyear.

Parties also recognize the unintended outcome under Article 3.3 in situations where Parties

have created new fast growing forests after 1990 which are then harvested, those Parties
would effectively lose assigned amount equivalent to the total carbon stock increase since
since 2008.




>
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Therefore Parties decide that reductions in assigned amount resulting from harvesting

following forest establishment since 1990 shall not be greater than previously earned increases
on that unit of land.

Second interval (discounted crediting in remaining interval to factor out non-direct human
induced effects and to address uncertainty)
Parties decide that carbon stock changes accounted for in accordance with the provisions of
article 3.4 shall, for the broadly defined management activities, exclude the effects of

= indirect nitrogen deposition,

] elevated CO2 concentrations,

. other indirect effects and,

= (for forest ecosystems) the dynamic effects of age structure resulting from

management activities before 1990

Therefore Partles shaII apply areductr on of 3G%tetheneeearbensteeleehangesanelrnet

aneLe#8595% to the net carbon stock changes and net GHG emissions that result from
additional forest management up to a defined threshold. To ensure incentives for further
actions full credit will be applied to carbon stock changes or net greenhouse gas emissions
from forest management activities above the defined threshold..

Additional activitiesunder Article 3.4 in the second and consecutive commitment periods

o
*

*

7
£ X4

Parties decide that the CoP/moP shall, prior to the fixing of emission commitments for
subsequent commitment periods, review the list of agreed additional activitiesfor usein
second and subsequent commitment periods, together with the rules, modalities and guidelines
for their accounting.

affr rm that Parnes should not recelve credit for carbon stock changes attri butable to |nd| rect

human induced factors and agree to establish a scientific process to review the related science.
Parties also agree to establish further scientific work on long term natural variability.

| mplementation of Article 3.7

o
*

*

R/
0’0

Parties note that, for those Parties for whom land-use change and forestry constituted a net
source in 1990, emissions and removal s resulting from land-use change should be included in
the 1990 emlssons base year in accordance Wlth the prowsuons of Artl cl e 3.7.

revrewedrnatrenal—rnventery Partlesconflrm that equrbllltv to make use of th|s provision is

determined in accordance with the requirements of the Revised 1996 IPCC Inventory
Guidelines for National Greenhouse Gas Inventories as adopted by the Conference of Parties
at its Third Session.

L UL UCF under the Clean Development M echanism

Parties agree that LULUCF activities can contribute to the two-fold purpose of the CDM.
Parties therefore decide to include afforestation and reforestation under the CDM for the first
commitment period. However they also recognize the special concerns, which arise from
implementing these projects.

Parties decide that activities, preventing deforestation and land degradation, will not be
eligible as credit generating projects under the CDM for the first commitment period but may
be considered for further commitment periods. Hewever+These activities may also be
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considered wit-be labeled-aspriority-projectsto-befor fundeding under the adaptation fund in

order to address drought, desertification and watershed protection, forest conservation,

restoration of native forest ecosystems, restoration of salinised soils.

Parties recognize that accounting modalities and definitions devel oped for Article 3.3 may

need to be modified for the CDM, and that the issues of non-permanence, social and

environmental effects, leakage, additionality and uncertainty should be properly addressed.

LULUCEF projects would aso need to be in conformity with the objectives of other

multilateral environmental agreements.

¢ Parties therefore decide to establish a process under the SBSTA to further develop rules and
modalities taking into account further methodol ogica work by IPCC, where necessary, to dedl
with these issues.

7
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Australia’'s Commentson Box D
of the
Note by the President of COP 6, 23/11/00

15 January 2001

Box D. Policiesand Measures, Compliance,
Accounting, Reporting and Review

Policies and measures

*

¢ Parties decide to continue exchange of information on Policies and Measures.
¢ Parties decide to invite submissions by Annex | Parties on themeaning-of demonstrable
progress and the need for guidelines for reporting on this progress (Article 3.2 of the Kyoto

Protocol) for SBSTA 14, with aview to have afurther consideration at CoP-7.

(Note: whether the suggested timeframes of submissions by SBSTA 14 and further consideration at
COP 7 arefeasible will depend on the timing of COP 6 (bis) and its outcomes.)

Compliance: consequences of nhon-compliancewith Article 3.1

¢ Parties decide that consequences for non-compliance with Article 3.1 should be agreed in
advance and should not be subject to the discretion of the enforcement branch.
¢ Parties recognize that subtraction restoration of excess emissions by a Party in from-a-party's
assighed-ameuntfahe subsequent commitment period againsta-peraéywhich
discourages delay guarantees environmental integrity, provided that the adoption and the entry
|nto force of the emission commltments for subsequent commltment perlods are timely.
: ystem- Although

ebe setat a

< Parties note that as future targets are expected to be more stringent, Parties needing to restore

excess emissions in subsequent commitment periods will face a higher carbon price. A

restoration rate of 1.0 therefore includes an incentive to comply as Parties delaying compliance

must pay a higher cost of abatement.

Parties further note that a punitive restoration rate could result in countries having difficulties

with their target to withdraw from the Protocol, which would weaken efforts to meet the

Protocol's environmental objective.

Parties decide that emission commitments for the second commitment period should be adopted

before the beginning of the first commitment period.

< Parties decide that, if a Party has been determined as being in non compliance with its
commitmentaunder Article 3.1, the enforcement branch should apply the following

7
0‘0

7
0‘0
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con%quenc&:

EXCess emissionsin the subsequent commitment pen od.

> Penalty The restoratlon rate should beset at 1.0. 1—5andrbemereasedhy925atter—the

» Parties The Party concerned shall after determination of non compliance, develop and
submit to the enforcement branch ferits-approeval a compliance action plan setting out how

it proposes to restore the excess emissions they-propese-to-meet-their-commitments in the

subsequent commitment period.

Compliance: differentiation between Parties (in particular Annex | and non-Annex |)

L)

» Parties decide that the mandate of the enforcement branch will beinitially limited to
obligations that are incumbent on Annex | Parties.

There will be no digibility requirements for non-Annex | Parties in respect of their
participation in the CDM, recognizi ng that onIy Parties can part|C| pate in the CDM that have
ratlfled the Kyoto Protocol ‘ , ‘

7
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s Therewill be no differentiation between Annex | |5arti$ and non-Annex | Partiesin respect of
the application of consequences by the facilitative branch.

Compliance: relationship between the COP/M OP and the Compliance Committee

¢ Parties decide that the role of the COP/MOP should be limited to giving general policy
guidance to the Compliance Committee and that it should not intervene in individual cases.
¢ Parties decide that there is no need for an appeals procedure.

M andates enfor cement branch and facilitative branch

/7

¢ Parties decide that the mandate of the enforcement branch covers quantitative emission
commitments, eligibility requirements under Articles 6, 12 (only Annex | Parties) and 17 as
well as requirements under Articles 5.2 and 7.4.

% All other cases ef-ren-comphance fall exclusively within the mandate of the facilitative
branch, including Articles 2.3, 3.14, 5.1, 7.1, 7.2, 10 and 11, taking into account the
character of commitments for Annex | and Non Annex | Parties.

« Thefeacilitative branch shall be responsible for providing advice; and facilitation to parties

in implementing the Kyoto Protocol. and-prometing-compliance-of Parties with-their
commtments under-the-Protocel:

Compliance: composition of the Compliance Committee

¢ Parties decide to establish a Compliance Committee, which shall function through two branches
namely afacilitative branch and an enforcement branch.

Facilitative branch
< Partiesdecide that one half of the members of the facilitative branch shall be nominated by

Parties |ncI uded i in Annex | and one half nom| nated by Partles not incl uded in Annex |. the

ranch shall consst of }1 10 members

o

< Thefacmtatlve
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< Facilitative branch members shall make every effort to reach agreement on any proposed
decision by consensus. Any decision shall, as alast resort, be adopted by athree-fourths four-
fifths majority vote of the members present and voting at the meeting, representing a majority
of members from Parties included in Annex | and a majority of members not included in
Annex .

Enforcement branch

% The enforcement branch shall consist of 1 5 members nominated by Annex | Parties.

< Enforcement branch members shall make every effort to reach agreement on any proposed
decision by consensus. Any decision shall as alast resort be adopted by a:

> Ihree#eerths four frfths maj orrty vote of the members present and voting at the meeting

Compliance: Legal basis, theform of adoption of thefinal result on compliance

+» Parties decide that the adoptr on of the complrance wstem should be by decr sion of the
COP/ M OP., i . :

(Note: Austrdia supports palitically agreed (non-binding) consequences and remains unconvinced
by arguments that binding consequences are needed to ensure that Parties meet their targets.
Australia considers that Parties ratify the Protocol intending to honour their commitments, and if
they to fail to meet their targetsit will be due to capacity problems rather than lack of will. Binding
consequences will not alter this.)
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SUBMISSION NO. 5: BOLIVIA

Box A. Capacity building, technology transfer,
I mplementation of Articles 4.8/ 4.9; 3.14, finance

Funding mechanisms and quidanceto the GEF

Parties have reached general agreement on frameworks for technology transfer, capacity building,
adaptation and impacts of response measures.

Adaptation fund

Parties decide to create a new fund under the GEF COP/M OP: the adaptation fund. Separate
guidance will be given to the fund and special consideration will be given to the needs of the
LDCsand SIDs.

7
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An adaptation fund will be established under the GEF COP/M OP as a trust fund.

The implementation of concrete adaptation projectsin non-Annex | Parties will be financed

(stage Il activities). Finance will be generated by the share of proceeds on the CDM (2 % of

the CERs generated by a project). Projects will be implemented by the UN implementing

agencies

¢+ The CDM Executive Board will manage the fund. The Board shall function under the
guidance of, and be accountable to, the COP/MOP. Such guidance will be given by
COP/MOP on programs, priorities and eligibility criteriafor funding of adaptation activities.

s Thefollowing activitieswill be included in the category of adaptation activities: avoidance of

deforestation, combating land degradation and desertification.

3

S

Convention fund

Parties decide to create a new window under the GEF trusteeship of a UN specialized agency,
such as UNDP and/or UNEP: a Convention fund. Separate guidance will be given to the fund
and special consideration will be given to the needs of the LDCs and SIDs.

%+ The Convention fund wil-be-a-special-windew-under-the GEF shall be a separ ate entitiy

under the Convention.

¢ Under this windew fund, new and additional funding will be made available by Annex Il
Parties for activities in developing countries: technology transfer and technical support,
capacity building related to climate change, specific CDM capacity building, national
programmes contai ning mitigation measures, assistance with economic diversification. New
and additional funding will also be made available for capacity building in Annex | Parties
with economiesin transition.

¢ Sources of funding will be:

2. voluntary contributions by Annex |l Parties

3. Annex Il Partieswill transfer [ X] percent of their initial assigned amount to the registry of
the fund. Annex | Parties can acquire these units, on the basis of Article 17, for the purpose of
meeting their commitments of Article 3.1.

4. New and additional ODA

Theexrstl-nthElleeuner-l—erLmanagethefund shaII be managed under the gwdance of the
COP/M OP. , :

W él'r‘mmdcope of
activities funded by the GEF will also be broadened GEF procedures and policies will be
streamlined.
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Resources

In addition to the Adaptation and the Convention Fund Parties agree to increase resources for
climate change funding, through other channels. They agree that the sum total should reach the
level of one billion US$ on an annual basis, as soon as possible, but not later than in the year
2005. If resources in 2005 would be less than one billion USS$, Parties agree to apply alevy on
article 6 (Joint Implementation) and / or article 17 (emission trading).

Climate Resour ces Committee

Parties decide to establish a Climate Resources Committee at COP7, with the following mandate:
% Togive policy advice to existing financing channels and institutions such as the GEF,
Regional Development banks, the World Bank, UNDP and other multilateral institutions. The
advice will be focused on:
¢ Increasing climate funding
% Mainstreaming
% Monitoring and assessment

Capacity building

Parties decide to establish a framework to guide capacity building activities related to the
implementation of the Convention and effective participation in the Kyoto Protocol, in order to
assist non-Annex Il Parties. (See Draft Decisions FCCC/SB/2000/CRP.16 and
FCCC/SB/2000/CRP.17).

Technology transfer

/
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Parties decide to establish an intergovernmental consultative group of technical and
scientific experts on technology transfer under the SBSTA

The group will:

Facilitate the exchange and review of information by creating a clearing house and
regiona technology information centers;

Advise SBSTA on further actions to be taken.

Focus on ways and means to address the barriers for technology transfer asidentified in
the IPCC specid report on technology transfer

Be composed on the basis of equal geographical distribution

SBSTA will review the group’s work on a regular basis, consider its advice and if
necessary request the COP to take any further action, including inter alia programs and
priorities for financing of activities.

5

4
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Adver se effects of climate change

Actions to be taken by Annex Il Parties include:

% Pilot or demonstration projects to show how adaptation planning and assessment can be
practically translated into projects and integrated into national policy and sustainable
development planning. Non-Annex | Party national communications, other relevant sources
and the staged approach endorsed by the COP will serve as a basis.

% Adaptation projects, when sufficient information is available to warrant such activities, inter
alia, in the areas of water resources management, land management, agriculture, health ,
infrastructure development, ecosystems, and integrated coastal zone management

% Improved monitoring of diseases and disease control and prevention for Parties affected by
climate change

“+ Avoidance of deforestation and prevention of land degradation, insofar as these activities are
related to climate change
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¢ Strengthening and establishing national and regional centers and information networks for
rapid response to extreme weather events, utilizing information technology as much as
possible

Actions to addr ess impacts of response measur es (Article 3.14)

Annex | Parties and other Partiesin a position to do so decide to report in their national

communications on:

s Theeffortsto limit the adverse social, environmental and economic impacts of the policies
and measures they have adopted or are planning with the aim of addressing climate change,
such as: reducing or phasing out market distorting instruments (e.g. coal subsidies) and
reducing or phasing out the use of high emission energy carriers

% Thenational communications will be reviewed under the Kyoto Protocol (Article 8). A certain
degree of flexibility shall be allowed to Partiesincluded in Annex | undergoing the process of
transition to a market economy.

Actionsto addr ess impacts of response measur es (Article 4.8)

s Annex Il Partieswill assist non-Annex | Parties adversely affected by response measures
through concrete actions based on further methodological work in the field of technology
transfer, capacity building, economic diversification, increasing energy efficiency in fossil
fuel production, advanced fossil fuel technologies (including carbon capture and storage)

%+ Developing country Parties will report on their specific needs and concerns arising from the
implementation of response measures, effectively implementing the guidelines for national
communications

Specific needs of the least developed countries (LDCs, including SIDS)

¢ A separate work programme will be established for LDCs to be financed by the GEF,
focussing on:
» Early launch of vulnerability and adaptation needs assessments, including capacity
building and technical assistance
» Development of national adaptation programmes of action
» Priority for implementation of concrete adaptation projects. Disaster relief, avoidance of
deforestation and prevention of land degradation may be included.
» Establishment of an LDC group of expertsto assist in national adaptation programmes of
action
¢ Toencourage agreater flow of CDM projects to the LDCs, CDM projectsin LDCs will be
exempt from the share of proceeds for adaptation. The implementation of ‘small scale CDM
projects’ will also be promoted

Box B. Mechanisms

COP/MOP <-> Executive Board

A. Composition of the Executive Board of the CDM

« Parties agree that the composition of the Executive Board is an essential element in ensuring
integrity, credibility and efficient operationalisation of the system. Parties therefore decide on
a balanced approach in composition and voting procedures.

% The balance in the Executive Board will be in accordance with current UNFCCC practices
(equitable geographical representation of the five UN regional groupings, taking into account
the interest groups as reflected by the current practice in the UNFCCC Bureau).

< Equal numbers of members from each of the five UN regional groups, plus one representative
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from the group of small island devel oping States (16 members).

¢ Executive Board members shall make every effort to reach agreement on any proposed
decision by consensus. Any decision shall as alast resort be adopted by athree-fourths
maj ority vote of the members present and voting at the meeting.

B. Decision-making power of the COP/MOP vis-a-vis the Executive Board

¢ The Executive Board shall be subject to the authority and guidance of, and be accountable to,
the COP/MOP.

o

Institutions for a prompt start for the CDM

7
0‘0

Parties decide that a prompt start for the CDM will be operationalised by electing the
Executive Board 2 at the next session of the subsidiary bodies.

The Executive Board will be served by the UNFCCC secretariat.

Appropriate resources are will be made available for the prompt start of the CDM.

3

S

5

o

Eligibility of project activitiesunder the CDM

% Parties recognize that it is up to the Party’s discretion to judge whether a project activity is in
line with its national strategy on sustainable development.

Annex | Parties will declare that they will refrain from using nuclear facilities for generating
certified emission reductions under the CDM.

Parties decide that because of their contribution to the ultimate objective of the convention
and to sustainable development, the following activities should be given priority and will have
expedited consideration within the rules, modalities and procedures of the CDM:

» renewable energy (inter alia small scale hydro)

» energy efficiency improvements

0‘0

7
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[First option: Delete the entire bullet above. Second option: add the following category of
activities:]
» reduction of emissions by sourcesin the LULUCF sector
% Under the guidance of COP/MOP, the Executive Board shall further develop rules and
modalities for the operationalisation of this decision.

Supplementarity

¢ Annex | Parties shall meet their emission commitments primarily through domestic action
since 1990. Compliance with this principle will be assessed by the facilitative branch of the
compliance committee on the basis of qualitative and quantified information, reported in
national communications and reviewed under Article 8. The facilitative branch shall advise
on how to ensure the effective implementation of this provision. A first assessment should be
reported in the fourth national communications of Annex | Parties due in 2005.

Trading modalities and liability

< Parties agree that Article 17 provides opportunities for Parties to fulfill their commitments in
a cost-effective way. Parties also recognize that reporting, review and a strong and
enforceable compliance regime are not sufficient to prevent Parties from overselling, thereby
potentially endangering the environmental integrity of the system.

Partles therefore deC|de that Annex B Pattres%halt—tetalwtka—peme#eﬁthemas&gned amounts

7
0‘0

ed rrecent
emissionsan onIy sell the emission reduction unitsin surplus of those used to meet their
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emission reduction commitments, in each commitment period.
s After the annual review of each Party’s emissions data, the portion of assigned amount that
must be retained shall be recalculated and, if necessary, adjusted.

Fungibility

« Parties should protect the climate system for the benefit of present and future generations of
human kind, on the basis of equity and in accordance with their common but differentiated
responsibilities and respective capabilities. Accordingly, the developed country Parties should
take the lead in combating climate change and the adverse effects thereof. Parties affirm that
in their actions to achieve the purpose of the mechanisms, Parties shall be guided by Article 2
of the Convention and the principles contained in Article 3 of the Convention.

% Parties note that per capita emissions in developing countries are still relatively low and that
the share of global emissions originating in developing countries will grow to meet their
social and developments needs.

« Parties recognize that the Kyoto Protocol has not created or bestowed - on Parties included in
Annex | to the Convention and in Annex B to the Protocol - any right, title or entitlement to
emissions of any kind in the pursuance of Articles 3, 6, 12, 17 of the Kyoto Protocol which
affects the consideration or decision-making on subsequent commitments. Parties recognize
that the consideration of such commitments should be based on equitable criteria, common
but differentiated responsibilities and respective capabilities.

< Parties note that emissions reduction units (under ‘joint implementation “) and parts of an
assigned amount (under emissions trading) could be added to, or subtracted from, the
assigned amount of a Party. Parties agree that certified emissions reduction units (CDM)
could be added to the assigned amount of a Party and could be used for the purpose of
contributing to compliance with the quantified emission limitation and reduction
commitments in Article 3 without altering that Party’s assigned amount pursuant to its
commitments inscribed in Annex B.

% Parties decide that emission reduction units and parts of assigned amount” may be exchanged
according to the rules and procedures to be established by the COP/MOP.

Promotion of geographic distribution of CDM pr oj ects

« Parties agree that there should be opportunities for all Parties to participate in the CDM and
decide that an equitable distribution of CDM projects will be fostered. Therefore standardized
baselines, which are based on an appropriate Annex | average, may be used for small-scale
projects (<XMw) and renewable energy projects (<XMw) The Executive Board is asked to
elaborate on and make recommendations on preferential treatment of these specific project
types.

% Parties decide to foster LDC participation in the CDM by:

» Special attention-will-beaid to institutional capacity building for LDCs;
» CDM projects in LDCs will be exempt from the share of proceeds for adaptation;
» Public funding of a CDM project should be additional to current ODA.

Procedures for “joint implementation”

< Parties note that “joint implementation” takes place among Annex | Parties with greenhouse
gas emission limitation and reduction commitments—ThereRaries decide that there-is no
need forstringerthe adequate procedures on verification-f-Parties-meet-thereporting
requirementsParties note that-H-Parties-do-net-meetthese requirementsgoithey

implementation proj ects should follow the same rigorous procedure as provided for under
the CDM procedures.
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Box C. Land-use, Land-use change and forestry

Definitionsfor afforestation, refor estation and defor estation under article 3.3

Parties agree that for the implementation of Article 3.3, “forest” is defined in accordance with

the FAO definition—Partiesrecognize-that there-should-be-certain-flexibility-inapplying the
FAO-values-in-orderto-reflect-national-circumstances

Parties decide to establish a process to investigate-the-feasibility-ofappbyirapn of
biome-specific forest definitions for future commitment periods

Parties decide that for defining afforestation, reforestation and deforestation the set of IPCC
definitions shall be applied. According to the IPCC Special Report, this set of definitions
delivers an accounting system that is closest to the actual exchange between lands brought
under the system and the atmosphere.

Additional activities and accounting under Article 3.4

Eligible activities:

7
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Parties decide that a Party may include the following activities: grazing land management,

cropland management and forest management{broadly-defined-land-management)activities

revegetation (narrowly defined activitghd degradation of vegetation.

Accounting:

R/
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Parties recognize that the scale of the activities applied could lead to major modifications in
the effort for Parties to meet the article 3 commitments.

Therefore Parties decide that the contribution of additional activities under article 3.4, towards
meeting a Party’s target in the first commitment period shall be limited-td% %f the

Party’s base year emissions.

In addition Parties decide that accounting for additional activities shall take place in two
distinguished intervals:

First interval (full crediting up to level of 3.3 debit)

Parties recognize the unintended outcome of article 3.3, namely that countries who have an
overall increase in their total forest carbon stock, may nevertheless have their assigned
amounts reduced because of accounting and definitional conventions under article 3.3.
Therefore, Parties decide that Parties may fully account for carbon stock changes and net
GHG emissions in areas under forest management up to a level that is equal to the net debit
incurred under the provisions of article 3.3, under the condition that the total forest carbon
stock change since 1990 in that country compensates the net debit incurred under the
provisions of article 3.3. This first interval shall not be more that 30 Mt.CO

Second interval (discounted crediting in remaining interval to factor out non-direct human
induced effects and to address uncertainty)
Parties decide that carbon stock changes accounted for in accordance with the provisions of
article 3.4 shall, for the broadly defined management activities, exclude the effects of

= indirect nitrogen deposition,

= elevated CO2 concentrations,

= other indirect effects and,

= (for forest ecosystems) the dynamic effects of age structure resulting from

management activities before 1990

Therefore, Parties shall apply a reduction of 30% te-thearbbn stock-chang@éscr ease
and-retGHG -emissionsemovals that result from additional cropland and grazing land
management activities and of 85% to theaabon stock-changé@screase and net GHG
emissiong emovalsthat result from additional forest management.
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Additional activitiesunder Article 3.4 in the second and consecutive commitment periods

¢ Parties decide that the CoP/moP shall, prior to the fixing of emission commitments for
subsequent commitment periods, review the list of agreed additional activitiesfor usein the
second and subsequent commitment periods, together with the rules, modalities and
guidelines for their accounting.

Parties further decide that accounting of carbon stock changes and net GHG emissions shall
be limited to direct human induced changes on carbon stocks and net GHG emissions. Parties
therefore establish a process to periodically review the approach taken with respect to
factoring out, taking into account methodological work by the IPCC on this matter.

7
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| mplementation of Article 3.7

o
*

*

Parties note that, for those Parties for whom land-use change and forestry constituted a net
source in 1990, emissions and removal s resulting from land-use change should be included in
the 1990 emissions base year in accordance with the provisions of Article 3.7.

% Parties decide that eligibility to make use of this provision will be determined on the basis of a
reviewed nationa inventory

LULUCF under the Clean Development M echanism

¢ Parties agree that LULUCF activities can contribute to the two-fold purpose of the CDM.
Parties therefore decide to include afforestation, and reforestation and the reduction of
emissions by sourcesin the LULUCF sector, under the CDM. However they also recognize
the special concerns, which arise from implementing these projects.
¢ Parties decide that activities, pwen%mgdeﬁemﬂa&en conservmg natural forest and
preventing land degradation, w a
CDM--However-these activities will may be Iabeled as prl orlty proj ects to befunded under
the adaptation fund in order to address drought, desertification and watershed protection,
forest conservation, restoration of native forest ecosystems, restoration of salinised soils.
Parties recognize that accounting modalities and definitions for Article 3.3 may need to be
modified, and that the issues of non-permanence, sociad and environmental effects, leakage,
additionality and uncertainty should be properly addressed. LULUCF projects would also
need to be in conformity with the objectives of other multilateral environmental agreements.
s Partiestherefore decide to establish a process under-the until SBSTA 15 to develop rules and
modalities taking into account further methodological work by IPCC, where necessary, to
deal with these issues.

7
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Box D. Palicies and Measures, Compliance,
Accounting, Reporting and Review

Policies and measur es

¢ Parties decide to continue exchange of information on Policies and Measures.

¢ Parties decide to invite submissions by Annex | Parties on the meaning of demonstrable
progress and the need for guidelines for reporting on this progress (Article 3.2 of the Kyoto
Protocol) for SBSTA 14, with aview to have afurther consideration at CoP-7.

Compliance: consequences of non-compliance with Article 3.1

[Observation: In our view, thereisa need of strong financial penalties, in addition to
subtractions of assigned amounts. Experience indicates that only thistype of control can
make systems like the Kyoto Protocol enfor ceable]

¢ Parties decide that consequences for non-compliance with Article 3.1 should be agreed in
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advance and should not be subject to the discretion of the enforcement branch.

% Parties recognize that subtraction of excess emissions from a party’s assigned amount for the
subsequent commitment period against a penalty rate guarantees environmental integrity,
provided that the adoption and the entry into force of the emission commitments for subsequent
commitment periods are timely.

< Parties note that penalty rates will be an essential element of the compliance system. Although
they will partly serve as an interest rate for the delays in the achievement of emission
commitments, they should also be an incentive to comply and they should, therefore, be set at a
relatively high level.

< Parties decide that emission commitments for the second commitment period should be adopted
before the beginning of the first commitment period.

< Parties decide that, if a Party has been determined as being in non compliance with its
commitments under Article 3.1, the enforcement branch should apply the following
consequences:

» Subtraction of excess emissions from the assigned amount of the subsequent commitment
period.

» Penalty rate should be set at 1.5 and be increased by 0.25 after the subsequent commitment
period if the Party concerned is not in compliance at the end of the subsequent commitment
period.

» Parties concerned shall after determination of non compliance, develop and submit to the
enforcement branch for its approval a compliance action plan setting out how they propose
to meet their commitments in the subsequent commitment period.

Compliance: differentiation between Parties (in particular Annex | and non-Annex 1)

< Parties decide that the mandate of the enforcement branch will be limited to obligations that
are incumbent on Annex | Parties.

s There will be no eligibility requirements for non-Annex | Parties in respect of their
participation in the CDM, recognizing that only Parties can participate in the CDM that have
ratified the Kyoto Protocol and meet commitments under Article 12 of the Convention taking
into account the availability of financial resources.

s There will be no differentiation between Annex | Parties and non-Annex | Parties in respect of
the application of consequences by the facilitative branch.

Compliance: relationship between the COP/M OP and the Compliance Committee

« Parties decide that the role of the COP/MOP should be limited to giving general policy
guidance to the Compliance Committee and that it should not intervene in individual cases.
< Parties decide that there is no need for an appeals procedure.

M andates enfor cement branch and facilitative branch

/7

« Parties decide that the mandate of the enforcement branch covers quantitative emission
commitments, eligibility requirements under Articles 6, 12 (only Annex | Parties) and 17.

« All other cases of non-compliance fall within the mandate of the facilitative branch,
including Articles 2.3, 3.14, 5.1, 7.1, 7.2, 10 and 11, taking into account the character of
commitments for Annex | and Non Annex | Parties.

¢ The facilitative branch shall be responsible for providing advice, facilitation to parties in

implementing the Kyoto Protocol and promoting compliance of Parties with their

commitments under the Protocol.

Compliance: composition of the Compliance Committee

% Parties decide to establish a Compliance Committee, which shall function through two branches
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namely a facilitative branch and an enforcement branch.

Facilitative branch

% Parties decide that the balance in the facilitative branch will be in accordance with current
UNFCCC practices (equitable geographical representation of the five UN regional groups,
taking into account interest groups as reflected by the current practice in the UNFCCC
Bureau).

¢ Equal numbers of members from each of the five UN regional groups, plus one representative
from the group of small island devel oping States.

% Thefacilitative branch shall consist of 11 members.

s Facilitative branch members shall make every effort to reach agreement on any proposed
decision by consensus. Any decision shall, as alast resort, be adopted by a three-fourths
majority vote of the members present and voting at the meeting.

Enforcement branch
¢ Parties decide that the balance in the enforcement branch will be in accordance with current
UNFCCC practices (equitable geographical representation of the five UN regional groupings,
taking into account the interest groups as reflected by the current practice in the UNFCCC
Bureau).
% Equa numbers of members from each of the five UN regional groups, plus one representative
from the group of small island devel oping States.
The enforcement branch shall consist of 11 members.
Enforcement branch members shall make every effort to reach agreement on any proposed
decision by consensus. Any decision shall as alast resort be adopted by a:
» Three-fourths mgjority vote of the members present and voting at the meeting
» Double mgjority (mgjority as awhole and in annex | and non annex |).

L)

0‘0

0‘0

Compliance: L egal basis, the form of adoption of thefinal result on compliance

¢ Parties decide that the adoption of the compliance system, including binding consequences,
should be legally based on:
» An agreement supplementing the Kyoto Protocol prior to its entry into force
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SUBMISSION NO. 6: BRAZIL

25 January 2001
“Comments by the Government of Brazil on the Note prepared by the President of COP-6.

In response to the invitation made by the Conference of the Parties in Decision 1/CP.6 —
Implementation of the Buenos Aires Plan of Action — the Brazilian Government presents its views on
the points raised in the informal Note by the President of COP-6, dated

23 November 2000.

Brazil welcomes the efforts made by the President of COP-6 to reach a consensus during the session
held in The Hague, last November, and appreciates the substantive input contained in the informal
Note. However, as a preliminary comment, the Brazilian Government understands that the document
by the President does not replace the official negotiating documents which still constitute the basis for
discussions among delegations. The role of the Note should be to map the path for an agreement on
most of the controversial issues and consequently overcome the impasses reflected in the official
negotiating documents.

In this vein, the Brazilian Government has prepared some general comments on the issues concerning
mechanisms, LULUCF and compliance. In some instances, specific comments have been made to
highlight formulations that in our view could be valuable for building up consensus among

delegations. In others, concrete language proposals have been made to provide alternatives that would
make the text acceptable to us. Texts or proposals in the Note that have not been specifically
mentioned can be considered in a positive light.

The Brazilian Government also intends to make, in the coming days, some comments on Title | of the
Note — "Capacity-building, development and transfer of technologies; implementation of articles 4.8
and 4.9 of the Convention (decision 3/CP.3 and articles 2.3 and 3.14 of the Kyoto Protocol), matters
relating to article 3.14 of the Kyoto Protocol; and Finance."

Mechanisms

Brazil strongly supports the proposal on paragraphs 22 and 23 that the composition of the Executive
Board be on the basis of equitable geographical representation of the five UN regional groupings
taking into account the interest groups as reflected in the practice of the UNFCCC Bureau. Brazil can
be flexible on the number of members, although we consider that the composition of the Executive
Board should contribute to the efficiency of its work. We noted that a reference to the composition of
the Executive Board along these lines is missing in the current negotiating texts originated in
mechanisms group. We also believe that a strong relationship should be established between the
Executive Board and the COP/MOP.

Steps should be taken to ensure a prompt start for the CDM. As far as the eligibility of project

activities under the CDM is concerned, Brazil supports the notion that it is up to the Party’s discretion

to judge whether a project activity is in line with its national strategy on sustainable development. We
also believe that giving priority in the CDM to renewable energy and energy efficiency improvements

as proposed in paragraph 32 is the most reasonable way to start and gain experience with the operation
of the CDM.

On the issue of fungibility, Brazil proposes that paragraph 41 be redrafted and a new paragraph 41bis
should be added along the following lines:

“41. Parties note that emission reduction units (under Article 6) and parts of an assigned amount
(under Article 17) could be added to, or subtracted from, the assigned amount of an Annex | Party and



-31-

could be used for the purpose of contributing to compliance with the quantified emission limitation
and reduction commitments in Article 3 without altering that Party’s assigned amount pursuant to its
commitments inscribed in Annex B.

41bis. Parties agree that certified emissions reduction units (under Article 12) could be added to the
assigned amount of a Party and could be used for the purpose of contributing to compliance with the
quantified emission limitation and reduction commitments in Article 3 without altering that Party’s
assigned amount pursuant to its commitments inscribed in Annex B.“

On the promotion of geographic distribution of CDM projects, Brazil considers that paragraph 43
should be modified and be drafted as follows:

“43. Parties agree that there should be opportunities for all Parties to participate in the CDM, and
decide that an equitable distribution of CDM projects will be fostered, especially for LDCs.
Therefore, the Executive Board is asked to elaborate, and make recommendations on, preferential
treatment of small- scale projects and renewable energy projects in LDCs, by means of the
establishment of baselines that take into account the reasonably presumed growth of emissions
consistent with their development.”

Land-Use, Land-Use Change and Forestry

Brazil considers that the principles on LULUCF tabled by the Group of 77 and China should be
reflected in the President’s paper. They must thus be spelled out in full, as was done in other cases, for
instance in the treatment of fungibility.

Before entering into the issue dealt with in paragraph 46 a new paragraph should be added. A new
subheading “Principles on Land-Use, Land-Use Change and Forestry” should be added, as A.
Therefore the other subheadings and paragraphs would be renumbered. The structure and content of
this new subsection of the document would be as follows:

“lll. LAND-USE, LAND-USE CHANGE AND FORESTRY
A. Principles on Land-use, Land-use Change and Forestry.

45bis. Parties decide that the following principles regarding the consideration of the Land-use, Land-
use Change and Forestry Sector for the purposes of demonstration of compliance by Annex | Parties to
their commitments under Article 3 of the Kyoto Protocol shall apply:

Parties decide that any land-use, land-use change and forestry activity carried out in addition to the
commitments made under Article 4.1 (d) of the Convention, and taken into account for the purposes of
determining compliance of Annex | Parties with their quantitative emission limitation and reduction
objectives under the Kyoto Protocol:

a) shall not change the global effect of the Kyoto Protocol, which is, according to Article 3.1 of the
Kyoto Protocol, to mitigate climate change in the first commitment period in a manner equivalent to
reducing Annex | anthropogenic emission by sources covered by Annex A to the Protocol by an
aggregate proportion of at least 5 per cent with reference to their 1990 levels;

b) shall not imply the transfer of such commitments to a future commitment period,;

c) shall not exempt the Annex | Party from the responsibility for any subsequent emission resulting
from the release of carbon whose uptake was accounted for;

d) shall not include consideration of the simple presence of carbon stocks.
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Regarding the accounting under article 3.4, Brazil proposes that the current formulation of paragraphs
50 and 51 be replaced with the following:

“50. Parties recognize that the consideration by Annex | Parties of anthropogenic land-use, land-use
change and forestry activities for the purpose of determining compliance with their commitments
under Article 3 of the Kyoto Protocol are the object of severe measurement uncertainties, are difficult
to separate from non directly human induced effects, and have the potential to lead to major
modifications in the effort of Parties to meet their commitments.

51.Therefore Parties decide that the contribution of additional activities under Article 3.4, towards
meeting a Party’s target in the first commitment period are subject to the conditions in paragraph 45bis
above and to those in the following paragraphs, and shall be limited to 1 per cent of that Party’s base
year emissions.”

Paragraph 52 should be deleted together with the subtitle that follows and paragraph 53. Paragraph 54
should be redrafted along the following lines:

“54. Therefore, Parties decide that Annex | Parties may account for carbon stock changes and resulting
net greenhouse gas emissions in areas under forest management only if they propose, and the
Conference of the Parties agrees to, methodology for the exclusion of the effects of (a) indirect
nitrogen deposition; (b) elevated carbon dioxide concentrations above their pre-industrial levels; (c)
other indirect effects; and (d) the dynamic effects of age structure resulting from management

activities started before 1990.”

Paragraph 55 should be deleted, together with the preceding sub-title. Paragraph 56 should be
reformulated as suggested and a new paragraph 56bis should be added, as proposed:

“56. Parties decide that Annex | Parties shall apply a reduction of 30 per cent to the net carbon stock
changes and resulting net greenhouse gas emission reduction from cropland and grazing land
management activities additional to those occurring before 1990.

56bis. Parties decide that Annex | Parties shall apply a reduction of 85 per cent to the net carbon stock
changes and resulting net greenhouse gas emission reduction from forest land management activities
additional to those occurring before 1990.”

Concerning the subheading Land-use, land-use change and forestry under the Clean Development
Mechanism, we strongly support the formulation in paragraph 62 that “preventing deforestation and
land degradation will not be eligible as credit generating projects under the CDM”. Such a formulation
would ensure against a breach of the environmental integrity of the Kyoto Protocol. The lack of such
formulation would be in fact a license to emit for the Annex | countries in view of the carbon stocks
existing in the native forests located in the non Annex | countries.

We also favor the introduction of a new paragraph 62bis, as follows:

“62bis. Parties decide that the accounting of afforestation and reforestation activities under the Clean
Development Mechanism shall result in the issuing of temporary emission reduction certificates, so
that at the end of each commitment period, the Annex | Party making use of such certificates for
purposes of demonstrating compliance with their commitments under Article 3 shall be released from
any responsibility to maintain the additional carbon stock.”

Compliance

The note prepared by the President of COP-6 has some useful suggestions that could pave the way for
a consensus on procedures and mechanisms on compliance that are under negotiation. Since the Note
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prepared by the President addresses only a number of the controversial problems identified during the
negotiations and is not drafted in legal language, it can only be used as an input to the negotiations. On
the other hand, document FCCC/2000/CRP.15/Rev.2 is much more compl ete than the document
proposed by the President and, therefore, should constitute the basis for the negotiations.

Asfar asthe consequences of non compliance with article 3.1 are concerned, the document supports

the idea of subtraction of excess emissions from a Party’s assigned amount for the second commitment
period against a penalty rate. However, the acceptance of such a consequence is directly linked with to
the acceptance of making a financial contribution to a compliance fund to be established. The amount
of the penalty rate should be sufficiently high to act as a deterrent to non compliance.

On the issue of differentiation of Parties, Brazil considers that the application of consequences by the
facilitative branch cannot ignore the difference that exists between Annex | and non Annex | countries
as far as their commitments under the Protocol are concerned. Therefore, the proposal of non
differentiation stated in the President’s note is unacceptable.

Concerning the relationship between the COP/MOP and the Compliance Committee, Brazil considers
that the Committee shall report to the COP/MOP on its activities. The COP/MOP shall review and
adopt the reports and provide overall policy guidance to the compliance Committee as well. The
COP/MOP should also perform the task of an appellate body in case the possibility of appeal is
accepted.

Brazil is very concerned with the lack of reference to the establishment of a small panel of the
COP/MOP to consider the reports of the Expert Review Teams before they can be used by the
Compliance Committee to trigger a case of non compliance by a Party. This is a proposal of the Group
of 77 that is in line with the provisions of article 8(3) of the Protocol and will provide the necessary
assessment of the findings of the ERTSs reports. This procedure should not hamper the consideration by
the Compliance Committee of the questions of non compliance indicated in the reports. We feel
strongly that the questions of non compliance raised in the reports prepared by the experts who act on
their personal capacity should not go directly to another group of experts who should also act
independently without some assessment by the COP/MOP or by a panel established by it, as proposed
by the G-77.

Concerning the structure and composition of the Committee, Brazil supports that it should have a
plenary, two branches (a facilitative and an enforcement one) and a small bureau. We fully support the
additions proposed by the Group of 77 and China in the comments presented to the Note by the
President on November 24, 2000 during COP-6.

Brazil strongly believes that the composition of the both two branches should be on the basis of
equitable geographical representation, based on the basis of the five UN regional groups and taking
into account the practice of the UNFCCC Bureau of the UNFCCC. We can accept the idea put forward
by the President to combine the issue of (the) composition with the definition of majorities in both
branches when no consensus is reached on a decision about a particular case. However, the proposal
of having a double majority for decisions in the Enforcement Branch is not acceptable, since it would
simply make it almost impossible to reach a decision and in practice would institute a veto right to
Annex | Parties.

On the mode of adoption, Brazil believes that the Note by the President does not take into account the
nature of the consequences agreed upon by Parties and the options for adoption of the procedure and
mechanisms on compliance. The comments made by the G-77 and China on this topic make a specific
remark on this linkage that needs to be taken into account when a final decision on compliance should
be taken by the COP."
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“Additional Comments by the Government of Brazil on the Note prepared by the President of COP-6

In response to the invitation made by the Conference of the Parties in Decision 1/CP.6 —
Implementation of the Buenos Aires Plan of Action — the Brazilian Government presents its views on
the points raised in the informal Note by the President of COP-6, dated 23 November 2000, regarding
Box A — developing countries’ issues.

Brazil welcomes the efforts made by the President of COP-6 to reach a consensus during the
session held in The Hague last November. However, the Brazilian Government understands that the
President’s document does not replace the official negotiating documents (FCCC/CP/2000/CRP.7 on
development and transfer of technology; FCCC/CP/2000/CRP.5 on the implementation of articles 4.8
and 4.9 of the Convention and article 3.14 of the Protocol; and FCCC/CP/2000/CRP.16.Rev.1 on
finance) which still constitute the basis for discussions among delegations.

Development and Transfer of Technology (article 4.5 of the Convention):

Brazil attributes great importance to the issue of environmentally sound technology. The
transfer of, and access to, technology and know-how is a fundamental step towards the promotion of
sustainable development in developing countries on a permanent basis. Moreover, the implementation
of the commitments of developed country Parties and other Parties included in Annex Il, according to
article 4.5 of the Convention, is an essential condition for the effective implementation of the
commitments of developing country Parties under the Convention — as stated in article 4.7 of the
Convention.

The negotiating text (FCCC/CP/2000/CRP.7), adopted on November 25, 2000, encompasses
the various positions of the Parties on this issue, including a framework containing main issues of the
interest of developing countries, such as the creation of a fund for technology transfer and the
establishment of an intergovernmental panel of experts on technology transfer. This framework shall
be considered as the main path towards the effective implementation of article 4.5 of the Convention.
In this sense, Brazil proposes a new paragraph, to be placed in the beginning of the text, reading:
“Parties decide to adopt the framework contained in Document FCCC/CP/2000/CRP.7, as the basis for
the implementation of article 4.5 of the Convention”.

Brazil fully supports the establishment of an intergovernmental consultative group of technical
and scientific experts on technology transfer under the SBSTA, as proposed in the Note of President
Pronk. It is a long over due demand of the Group of 77 and China, which will help developing and
least developed countries in the assessment of technologies and technology needs under the
Convention.

Brazil understands that the composition of this intergovernmental group is to be based on
equitable geographical representation, according to the UN rules. Brazil proposes, then, that the last
bullet (of the President’s Note on the section about technology transfer) after “The group will” reads:
“Be composed on the basis of equitable geographical representation, reflecting the five UN regional
groups, taking into account the interest groups as reflected in the practice of the UNFCCC Bureau”.

Brazil welcomes the proposal made by the President on the creation of a clearing house and
regional technology information centers. Brazil suggests, additionally, that national technology
information centers also be created, since they represent important tools for the assessment of
technology needs and dissemination of environmentally sound technology in the national domain.
Thus, the first bullet after “The group will” shall read: “Facilitate the exchange and review of
information by creating a clearing house and national and regional technology information centers”.
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Regarding finance for technology transfer, Brazil supports the need to increase the provision
of financial resourcesin order to promote the transfer and devel opment of environmentally sound
technology. In this sense, Brazil stresses the need to assure the provision of new and additional
financial resources by Annex | and Annex |1 Parties. Thus, Brazil proposes the insertion of a new
bullet that reads: “Annex | and Annex Il parties shall increase the provision of new and additional
financial resources — according to article 4.3 of the Convention — in order to fulfill their commitments
under article 4.5 of the Convention. Innovative mechanisms, such as a fund for technology transfer,
shall be examined in the context of negotiations”.

Articles 4.8 and 4.9 of the Convention and article 3.14 of the Protocol:

Brazil attributes great importance to negotiations on adaptation measures. This area puts in
evidence the urgent needs of developing countries regarding the building of capacity to adapt to
climate change.

First of all, Brazil welcomes the effort made by President Pronk in trying to address possible
paths towards a consensus. Nevertheless, Brazil believes that the negotiating text —
FCCC/CP/2000/CRP.5, adopted on November 25, 2000 — should remain the basis for negotiation.

The President’s Note failed to provide a way out regarding the main controversies between
G77/China and Annex | Parties. Among these, the issue of whether one or two decisions should be
adopted. Brazil believes that obligations under the Convention and under the Protocol should be
treated separately, in different decisions, since they refer to different international acts. Thus, Brazil
suggests the inclusion of a new paragraph, in the beginning of the text, reading “Actions under the
Convention (articles 4.8 and 4.9) and the Protocol (article 3.14) shall be addressed separately in two
different decisions”.

A degree of flexibility in the information to be provided to the Secretariat is crucial for
developing countries. Negotiations to obtain financial resources from the GEF for the elaboration of
national communications and inventories are hard and usually take a long time. Developing countries
lack the necessary financial resources, as well as specialised personnel, to develop these tasks using
their own means. On the other hand, actions for adaptation shall be taken now. In this sense, Brazil
welcomes the President Pronk’s suggestion to permit the provision of information by non Annex |
countries through “other relevant sources”. Nevertheless, Brazil believes that developing countries
must have the right to provide information through any other relevant channels even prior to the
national communications. Brazil proposes the insertion of the words “and/or” before “other relevant
sources” on the third line of the first bullet of the text on “adverse effects of climate change”.

Brazil rejects the inclusion of the concept of “avoidance of deforestation” in the text on
adverse effects. Activities discussed in the context of the negotiating group on 4.8, 4.9 and 3.14,
whose text shall remain the basis for negotiations, do not include avoidance of deforestation.
Moreover, activities on forestry are dealt with by the groups on mechanisms and LULUCF and shall
not be mentioned in the section on adverse effects without a proper qualification. In discussions on the
adverse effects, avoidance of deforestation can only be mentioned in the context of the use of part of
the resources provided by the CDM adaptation fund to finance projects of forest conservation in
developing countries, bearing in mind that these projects are not eligible to provide credits under the
CDM. Brazil proposes, then, that the words “avoidance of deforestation” be deleted from the fourth
bullet of the section on adverse effects.

Financial Mechanism:
The document prepared by the President of COP 6 concerning the “financial mechanisms”,

which was presented on 23 November 2000 as an attempt to break the impasse between Annex |
Parties and Non-Annex | Parties that could not reach an agreement on document
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FCCC/SBI1/2000/CRP.16/Rev.1, dated 18 November 2000, cannot solve the impasse, but introduces
some hew ideas that could be used in ongoing negotiations.

Aninteresting idea, for instance, isthe innovative proposal of the President of COP 6 for the
management of the “Adaptation Fund”, generated by the share of proceeds of the CDM (Clean
Development Mechanism). According to his proposal, the Adaptation Fund would be financially
managed by the GEF and according to the guidelines provided (ruled ) by the Executive Board of the
CDM, which would function under the guidance of, and be accountable to the COP/MOP.

Another idea proposed by the President of COP 6 relates to the sources of funding under the
“Convention Fund”. Brazil welcomes the proposal that such a fund be a new window under the GEF.
However, there is a need to clearly state that the purpose of the funds to be made available is not to
stimulate non Annex | countries to implement mitigation programmes but to create capacities
(technical, technolgical, institutional, and human resources) that enable those countries to design and
implement, as appropriate, national programmes containing mitigations measures. Moreover, the fund
should not be closed to financing technology transfer and development, technical support and capacity
building in other projects that are not oriented towards mitigation. Brazil can accept the idea that
Annex |l Parties transfer a percentage of their assigned amounts to the Convention Fund so that Annex
| Parties can acquire these units, on the basis of Article 17 of the Kyoto Protocol, for the purposes of
meeting their commitments under article 3.1. However, Brazil strongly opposes the concept of
“initial” assigned amounts, as demonstrated in the discussions of the flexible mechanisms of the Kyoto
Protocol. Brazil thus proposes the deletion of the word “initial” of the text.

Regarding the “Resources” proposed in Box A of the Note by the President, it is important to
ensure that such resources are provided by Annex Il Parties, according to the commitments already
establish under the Convention. Brazil thus proposes that the first sentence of the 4th paragraph shall
read as follows: “In addition to the Adaptation and the Convention Fund, Annex Il Parties agree to
increase resources for climate change funding through other channels.”
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SUBMISSION NO. 7: CANADA

Box A: CAPACITY BUILDING, TECHNOLOGY TRANSFER, IMPLEMENTATION OF
ARTICLESA4.8/4.9; 3.14 FINANCE

SUBMISSION BY AUSTRALIA, CANADA, JAPAN, NORWAY, AND THE UNITED STATES

Funding M echanisms and guidance to the GEF

Parties have reached general agreement on the frameworks for technology transfer, capacity building,
and other forms of assistance related to mitigation of, and adaptation to, climate change. These
frameworks will further the objectives of the Convention, including as reflected in the Buenos Aires
Plan of Action. Parties have also reached general agreement that special consideration will be givento
the least developed countries and small island States amongst them.

Annex || Parties expresstheir intent to seek, through avariety of means, including augmenting their

bilateral programs, a significant increase in funding for international climate change related activities,
recaling, inter alia, Article 4.3 of the Convention. Annex || Parties have also expressed their support

for a successful replenishment of the Globa Environment Facility and commitment to ensure that the

GEF become more responsive to the needs and priorities of developing countries. Ownership and
“country-drivenness”in GEF projects should be enhanced. The scope of activities funded by the GEF
should also be broadened. GEF procedures and policies should be streamlined.

Adaptation Fund

Parties declare their intention to seek the establishment of, and the resources to fund, a new window
under the GEF: the Adaptation Fund.

s The implementation of concrete pilot adaptation projects in developing country Parties will be
financed. Projects will be implemented by the GEF Implementing Agencies.

% The GEF Secretariat will manage the fund. The fund will function under the guidance of the
COP/moP. Such guidance will be given on programs, priorities and eligibility criteria for
funding of adaptation activities

% The following activities will be included in the category of adaptation activities: avoidance of

deforestation, combating land degradation and desertification.

Specific needs of the least developed countries (LDCs, including SIDS)

+» Within the Adaptation Fund, a separate work programme will be established for the least
developed countries and small island States amongst them, based upon the scope of needs
identified in XX.CP6, XX.CP6...

% To encourage a greater flow of CDM projects to the LDCs, CDM projects in LDCs will be
exempt from the share of the proceeds for adaptation. The implementation of ‘small scale
CDM projects’ will also be promoted.

Convention fund

Parties declare their intention to seek the establishment of, and the resources to fund, a new window

under the GEF: a Convention Fund.

« Under this window, new and additional funding will be made available by Annex Il Parties for
activities in developing countries: technology transfer and technical support, capacity building
related to climate change, specific CDM capacity building, , assistance with economic
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diversification. New and additional funding will also be made available for capacity building in
Annex | Parties with economies in transition.

Funding related to mitigation will be for the purpose of a Party’s implementation of national
abatement and sequestration strategies, which are to be consistent with criteria to be agreed.

7
0‘0

The GEF Secretariat will manage the fund. The new GEF window will operate under the policy
guidance of the COP/MOP.

Funding and Modalities

Contributions from Annex Il Parties will reflect their initial assigned amounts. These contributions
should be made at rates adjusted to generate $1 billion over the first commitment period. These may
be directed to either the Adaptation or Convention funds or both as Parties deem appropriate, with the
modalities to be defined at COP 7. Finance for the Adaptation Fund will be generated by the share of
the proceeds on the CDM (2% of the CERs generated by projects), voluntary contributions and by a
percentage of assigned amount, or its financial equivalent.

-- There will be periodic reviews of the modalities of the new GEF funds, including with
respect to the level of funding and the eligibility requirements.

Climate Resour ces Committee

Parties declare their intent to establish a Climate Resources Committee at COP-7, with the following

mandate:

% To give policy advice to existing multilateral financing channels and institutions such as the GEF,
Regional Development banks, the World Bank, UNDP and other multilateral institutions. The
advice will be focused on:

0 Maximizing climate change funding
0 Mainstreaming climate-related objectives into existing financial flows

CANADIAN LINE BY LINE REVISIONS ON
THE KYOTO MECHANISMS

BOX B AND OTHER RELATED ITEMS

FINAL —=_9:01 PM FRIDAY NOVEMBER 24, 2000

Box B. Mechanisms

Rules and modalities for the mechanisms

e Rules, modalities and guidelines for the Kyoto Mechanisms will be established at CoP 7.

CoP/moP — Executive Board

A. Composition of the executive board of the CDM

» Parties agree that the composition of the Executive Board is an essential el ement in ensuring
integrity, credibility and efficient operationalization of the system. Parties therefore decide on a
balanced approach in composition and voting procedures.
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discussing some compromlse between the UN reQ| onaI groupings and Annex 1, non-Annex 1

configurations.)
¢ Executive Board members shall make every effort to reach agreement on any proposed decision
by consensus. Any decision shall as alast resort be adopted by a three-fourths majority of the all
members present and voting at the meeting, and double majority (i.e., majority as awhole and in
annex1 and non annex1 parties).

B. Decision making power of the executive board

» The Executive Board shall be subject to the authority and guidance of, and be accountabl e to, the
Cop/moP.

C. Indtitutions for a prompt start for the CDM

for the CDM However none of the Kvoto Mechanlsms will be operationalized until CoP 7, when
the rules and guidelines and modalities for al three mechanisms will be fully elaborated and
concluded.

e The Executive Board will be served by the UNFCCC secretariat.

* Appropriate resources shouldwiH be made available for the prompt start of the CDM.

Eligibility of project activities

» Partiesrecognize that it is up to the Parties discretion to judge whether a project activity isin line
withits national strategy on sustainable devel opment.

e Annexl1 Partieswill not use declare that-they-witrefrain-frem-using-nuclear facilities for
generating certified emissions reductions under the CDM, unless the highest safety standards have
been satisfied, both in host and |nvest|nq partv

—Parties decide that beca
sdstamabtedevelepment in order to address eqwtable qeoqraphlc dlstrl but| on of proj ects and
reduce transaction costs, small projects thefollowing-activities-sheuld-be-givenpriority-and-will
have expedited consideration within the rules, modalities and procedures of the CDM-—

b : . I ocl ;
energy-etficiency-tavestiments

»  Under the guidance of CoP/moP, the Executive Board shall furtherdeveloprules-and-medalities
forthe operationdization-of this-decision-devel op further guidance for expeditious implementation

of such projects.

Supplementarity

e Annex 1 Parties shall will aim to meet their emission commitments primarily through
domestic action smce 1990 ThIS appllesto the Annex B commltments of each Party under
Artlcle4 C : A '

Partieswill includein thelr nat| onaI communi catlons descn ptlons of natlonal DO|ICI esand
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measures that are intended to demonstrate how Annex 1 Parties are meeting this commitment.
Such information will be reviewed under Article 8.

Trading modalities and liability

e Partiesagree that Article 17 provides opportunities for Partiesto fulfill their commitmentsin a
cost-effective way. Parties also recognize that reporting, review and a strong enforceable
compliance regime aremay not be sufficient to prevent Parties from overselling, thereby
potentially endangering the environmental integrity of the system.

» Partiestherefore decide that in the first period, each Annex B Party’sies shallnot make a transfer
that would reduce the total holdings-efretain-a-peortion-ef-temsigned amousifrom the first
commitment periodh that Party’sheir national regisifies (excluding cancellationgpecific-to
that-commitmentperiod—Fhis-portion-shall-bebé&lbw an amount equal #® percent ofa) its

initialtheir assigned amousibr (b) five tlmes its most recentlv revrewed emissions inventory,

beuretamed—shatkb&reealeula&ed—aad—r#neeessary—adr{@ted retar ned frx asa fal I back as

follows. After the annual review of each Party's emissions data, the figure in subparagraph (b)
above shall be recalculated and, if necessary, adjusted.}

» Partiesdecide that Party will be eligible to trade, after 14 month waiting period after having
submitted their required reports on national inventories and registries, unless the Compliance
Committee finds that the Party has not met those requirements. Parties decide that there shall be
no other restrictions on trading other than eligibility relating to reporting on national inventories
and national registries.

Fungibility

» Parties should protect the climate system for the benefit of present and future generations of
human kind, on the basis of equity and in accordance with their common but differentiated
responsibilities and respective capabilities. Accordingly, the developed country Parties should
take the lead in combating climate change and adverse effect thereof. Parties affirm that in
their actions to achieve the purpose of the mechanisms, Parties shall be guided by Article 2 of
the Convention and the principles contained in Article 3 of the Convention.

» Parties note that per capita emissions in developing countries are still relatively low and the
share of global emissions originating in developing countries will grow to meet their social
and devel opment needs.

» Parties recognize that the Kyoto Protocol has not created or bestowed — on Parties included in
Annex | of the Convention and in Annex B of the Protocol — any rights or entitlement to
emissions of any kind in the pursuance of Articles 3, 6, 12, 17 of the Kyoto Protocol which
affects the consideration or decision-making on subsequent commitments. Parties recognize
that the consideration of such commitments should be based on equitable criteria, common but
differentiated responsibilities and respective capabilities.

« Parties note that emission reduction units (under “joint implementatiorérangdartsf-an
assigned amouninits (under emissions tradingpuld be added to, or subtracted from, the
assigned amount of a Party. Parties agree that certifies emissions reduction units (CDM)
emission reduction uni{dl), and assigned amount uniET) can be usetbwards meeting the

Party s current commrtmentrr for further transferseeuid%added%&&heﬂassrgne&amount

Promotion of geographic distribution of CDM projects
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» Parties agree that there should be opportunities for all Partiesto participate in the CDM and decide
that an eqwtable dlstrl bution of CDM pr01 ects \AHJrLshouId be fostered. Ihereferestaﬂdard&ed

coeeHleprejestipes:
» Partiesdecideto foster LDC participation in the CDM by:

e Special attention will be paid to institutiona capacity building for LDCs,

e CDM projectsin LDCswill be exempt from the share of proceeds for adaptation;

e Public funding for the acquisition of CERs from CDM projects should be additional to current
ODA.

Procedures for “joint implementation”

« Parties note that “joint implementation” takes place among Annex | Parties with greenhouse gas
emission limitation and reduction commitments. Therefore, Parties decide that there is no need for
stringent procedures on verification if Parties meet their reporting requirements. Parties note that if
Parties do not meet these requirements, they should féikwsameigorous procedursimilar to
those-agprovided for under the CDM procedures.

LULUCF under the Clean Development M echanism

* Parties agree that LULUCF activities can contribute to the two-fold purpose of the CDM. Parties
therefore decide to inclugeojects includingfforestationand reforestationsoil management,
prevention of land degradation, and prevention of deforestatidar the CDMHeweverT hey
alserecognizdhatthe special concernthatvhich arise from implementing these projecsch as
the issue of non-permanence, can be effectively reduced using risk management, creation of
temporary certified emission reduction units or other approaches

e In addition, projects involving prevention -ef Parties-decide-that-activitiespreveefiogstation

andprevention ofand degradation, wilketbe eligibleas-credit-generating-projects-under the
CbM-Hoewever,these-activities-will-be-lalledas priority projects to be funded under the

adaptation fund in order to address drought, desertification and watershed protection, forest
conservation, restoration of native forest ecosystandrestoration of salinised soils.

» Parties recognize that accounting modalities and definitions for Articleng8l3.4maynot be
appropriate for application in the CDM, and further work on these issues may be desirable. Parties
decide-need-to-be-meodified;-atidt the issugof non-permanencstrongsocial and
environmentabafeguardseffectéeakagebaselines anddditionality and uncertainty should be
properly addressed project methodologies on a priority basedLUCF projectsaxeuld-also
need-teshouldbe in conformity with theustainable developmenbals of the host country and as

appropriate thebjectives of other multilateral environmental agreements.

. Partles therefore decide to establish a process under the SBSTA to develop rules and modalities

hgtRPCC-where-necessary,to-dealwith-these

issueswith a view to a decision at CoP7.

Proposal of Australia, Canada, Japan and the United Sates
Box B (bis)

Issues Related to Article 4

e There must be parity of treatment among all Annex | Parties, including those under an Article 4
arrangement
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In terms of compliance, environmental integrity dictates that any restrictions on transfers of
assigned amount must include transfers under an Article 4 agreement.

Surplus assigned amount may not be banked by Article 4 Parties when any members of the
arrangement needs such assigned amount to meet its Article 3.1 commitment. Pursuant to Article
4.6 of the Protocol, any consequences for non-compliance with Article 3.1 apply to both the
regional economic integration organization and any individual member state in non-compliance.
In terms of mechanisms, a Party may not participate in mechanisms if another member of its
Article 4 arrangement is not meeting eligibility requirements. Any limitations relevant to Article
17 apply equally to Article 4.

Any recommendations regarding domestic action apply to each individual member of an Article 4
agreement.

In order to assess compliance with Protocol commitments, reporting requirements must apply to
Article 4 Parties both collectively and as individual Parties.

Proposal by Canada, Japan, and United Statesfor LULUCF
8:10 pm

Box C. Land-use, Land-use change and forestry

Definitionsfor Articles3.3and 3.4

Parties agree that for the implementation of Article 3.3, ‘forest’ is defined in accordance with the
FAO definition, in line with FCCC/SBSTA/2000/12 paragraphs la and 2. Parties recognize that
there should be certain flexibility in applying the FAO values in order to reflect national
circumstances.

Parties decide to establish a process to investigate the feasibility and implications of applying
biome-specific forest definitions for future commitment periods.

Parties decide that for defining direct human-induced afforestation, reforestation and deforestation
the set of IPCC definitions shall be applied. Parties decide that afforestation and reforestation may
be conducted through planting, seeding, and the utilization of natural seed sources.

Additional activities and accounting under Article 3.4

Eligible activities

Parties decide that Parties may include the following activities in the first commitment period:
grazing land management, cropland management, forest management, and revegetation.

Parties decide that the activities a Party chooses to include shall be elected prior to the
commitment period.

To ensure permanence, a Party’s elected activities shall then be included in subsequent periods.

Accounting for agricultural land management and revegetation

Given the lack of evidence that indirect human effects have a measurable effect on carbon stock
changes and net greenhouse gas emissions from grazing land management, cropland management,
and revegetation, Parties decide that these effects will not be factored out and that no discount will
be applied to those activities.
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Accounting for forest management

Parties note that the carbon stock change and net GHG emissions associated with forest
management may include natural climate variations, and other natural variations, of timescales
longer than the commitment period. Parties decide that further scientific inquiry on thisissueis
necessary.

Parties decide that accounting for forest management (exclusive of afforestation, reforestation, and
deforestation under Article 3.3) for the first commitment period shall take place in three intervals.

First interval (full crediting up to level of Article 3.3 debit)

Parties recogni ze the unintended outcome of Article 3.3, namely that those countries which have
an overdl increase in their managed forest carbon stock may nevertheless have their assigned
amounts reduced because of accounting and definitional conventions under Article 3.3. Therefore
Parties decide that Parties may fully account for carbon stock changes and net GHG emissionsin
areas under forest management up to alevel that isequal to the net debit incurred under provisions
of Article 3.3. Parties who choose to do this shall do so under the condition that the carbon stock
change between 1990 and the end of the commitment period from forest management
compensates the net debit incurred under the provision of Article 3.3. Thelevel shall not be more
than 30 Mt CO, for each year of the commitment period.

Second interval (for forest management carbon stock changes and net GHG emissions between the
first and thirdsintervals - a discount to factor out non-direct human induced effects, and a limit to
address scale and the dynamic effects of age structure)

Parties decide that the second interval for forest management shall be adjusted in two ways to
address 1) the issue of indirect effects, and 2) scale and the dynamic effects of age structure
resulting from management activities before 1990.

For the first commitment period, Parties shall factor out the following elements from the carbon
stock changes and net GHG emissions associated with forest management:

e indirect nitrogen deposition;

+ ¢elevated CO, concentrations; and

» other indirect human-induced effects.

For the first commitment period, Parties shall factor out these indirect effects for forest
management by choosing one of two options.
« Asafirgt option, Parties could choose to apply areduction of 5% to the carbon stock
change and net GHG emissions.
» Asasecond option, Parties could choose to use scientifically valid approaches to calculate
and remove from the accounting these effects.

For the first commitment period, Parties decide to address the issues of scale and the dynamic

effects of age structure resulting from forest management activities before 1990 as follows. Parties

agree that the annual contribution of forest management towards meeting a Party’s target in the
first commitment period shall be limited to 4% of the Party’s base year emissions. This limitation
applies only to the contribution of forest management within the second interval, after adjusting
for indirect human-induced effects.

Third interval (full crediting for removals over a threshold in order to provide incentives for action to
mitigate climate change)



Parties recogni ze that incentives should be provided to sequester carbon and mitigate climate
change.
Parties decide to establish an approach for determining a threshold and decide that  Parties may
account for removals over this threshold, subject to a discount of 5% or a scientifically valid
adjustment to factor out:

0 Indirect nitrogen deposition,

o Elevated CO, concentrations, and

0 Other indirect human-induced effects.

Additional activitiesunder Article 3.4 in the second and consecutive commitment periods

Parties decide that Parties should not receive credit for carbon stock changes and net GHG
emissions attributable to indirect human-induced factors. Parties therefore decide to establish a
process to review the science and implications of indirect human-induced effects and long term
natural variability on carbon stocks and net GHG emissions. Parties decide that the CoP/moP may,
prior to the adoption of emission commitments for subsequent commitment periods, review the
rules, modalities and guidelines for accounting for agreed activities for the second and subsequent
periods.

Parties recommend that the COP/MOP will, prior to the adoption of emission commitments for the
second and subsequent commitment periods, establish the list of agreed additional activities for
possible use in the second and subseguent commitment periods, together with the rules, modalities
and guidelines for their accounting. Thislist shall include grazing land management, cropland
management, forest management and revegetation.

| mplementation of Article 3.7

Parties note that, for those Parties for whom land-use change and forestry constituted a net source
in 1990, emissions and removals resulting from land-use change should be included in the 1990
emissions base year in accordance with the provisions of Article 3.7.

Parties decide that eligibility to make use of this provision will be determined on the basis of a
reviewed national inventory.

L UL UCF under the Clean Development M echanism

Parties agree that LULUCF activities can contribute to the two-fold purpose of the CDM. Parties
therefore decide to include projects involving afforestation, reforestation, soil management,
prevention of land degradation and prevention of deforestation under the CDM. They recognize
that the special concernsthat arise from implementing these projects, such as the issue of non-
permanence, can be effectively reduced using risk management, creation of temporary certified
emission reduction units or other approaches.

In addition, projectsinvolving prevention of deforestation and prevention of land degradation will
be eligible as priority projects to be funded under the adaptation fund in order to address drought,
desertification and watershed protection, forest conservation, restoration of native forest
ecosystems, and restoration of salinized soils.

Parties recogni ze that accounting modalities and definitions for Articles 3.3 and 3.4 may not be
appropriate for application in the CDM, and further work on these issues may be desirable.

Parties decide that the issues of non-permanence, strong social and environmental safeguards,
leakage, baselines and additionality and uncertainty should be properly addressed in project
methodologies on a priority basis. LULUCEF projects should be in conformity with the sustainable
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development goals of the host country and, as appropriate, the objectives of other multilateral
environmental agreements.

Parties therefore decide to establish a process under the SBSTA to develop rules and modalities
with aview toward adecision at COP 7.

Box D. Paliciesand Measures, Compliance,
Accounting, Reporting and Review

Policies and measur es

3

S

X3

¢

Parties decide to continue exchange of information on Policies and Measures.

Parties decide to invite submissions by Annex | Parties on the-meaning-ef-demonstrable
progress and the need for guidelines for reporting on this progress (Article 3.2 of the Kyoto
Protocol) for SBSTA 14, with aview to have afurther consideration at CoP-7.

Compliance: consequences of nhon-compliance with Article 3.1

Parties decide that consequences for non-compliance with Article 3.1 should be agreed in
advance and should not be subject to the discretion of the enforcement branch.
Parties recognize that subtraction of excess emissions from a party’s assigned amount for the
subsequent commitment period agaimsirgentivepenaltyrate guarantees environmental
integrity, provided that the adoption and the entry into force of the emission commitments for
subsequent commitment periods are timely.
Parties note thamterestpenaltyrates will be an essential element of the compliance system.
Although they will partly serve as an interest rate for the delays in the achievement of
emission commitments, they should also be an incentive to comply and they should, therefore,
be set at aelatively-highlevel that discourages delay
Parties decide that emission commitments for the second commitment period should be
adopted before the beginning of the first commitment period.
Parties decide that, if a Party has been determined as being in non compliance with its
commitments under Article 3.1, the enforcement branch should apply the following
consequences:
» Subtraction of excess emissions from the assigned amount of the subsequent commitment
period.
» Penalty rate should be setft&is 1.3 (USA) /1.1 (Japan) / 1.0 (Australia) / progressive
rate up to 1.3 (Canada)—&nd—b&mereased—@#@%&ﬂemhe&msequenpeemmltment

» Parties concerned shall after determination of non compliance, develop and submit to the
enforcement branetrits-approvah compliance action plan setting out how they
propose to meet their commitments in the subsequent commitment period.

Compliance: differentiation between Parties (in particular Annex | and non-Annex 1)

Parties decide that the mandate of the enforcement branch will be limited to obligations that
are incumbent on Annex | Parties.

There will be no eligibility requirements for non-Annex | Parties in respect of their
participation in the CDM, recognizing that only Parties can participate in the CDM that have
ratified the Kyoto Protocol and meet commitments under Article 12 of the Convention taking
into account the availability of financial resources.

There will be no differentiation between Annex | Parties and non-Annex | Parties in respect
of the application of consequences by the facilitative branch.
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Compliance: relationship between the COP/MOP and the Compliance Committee

¢ Parties decide that the role of the COP/MOP should be limited to giving genera policy
guidance to the Compliance Committee and that it should not intervene in individual cases.
¢ Parties decide that there is no need for an appeal s procedure.

M andates enfor cement branch and facilitative branch

“» Parties decide that the mandate of the enforcement branch covers quantitative emission
commitments, eligibility requirements under Articles 6, 12 (only Annex | Parties) and 17.

¢ All other cases ef-hon-comphianeefall within the mandate of the facilitative branch,
including Articles 2.3, 3.14, 5.1, 7.1, 7.2, 10 and 11, taking into account the character of
commitments for Annex | and Non Annex | Parties.

% Thefacilitative branch shall be responsible for providing advice, facilitation to partiesin

implementing the Kyoto Protocol and promoting compliance of Parties with their

commitments under the Protocol.

Compliance: composition of the Compliance Committee

¢ Parties decide to establish a Compliance Committee, which shall function through two
branches namely a facilitative branch and an enforcement branch.

Facilitative branch

<> Thefacrlltatlve branch shaII consist of 11 membera the ma| orrtv nominated by Annex |
Parties.
% Facilitative branch members shall make every effort to reach agreement on any proposed
decision by consensus. Any decision shall, as alast resort, be adopted by a three-fourths
majority vote of the members present and voting at the meeting plus a double majority of

Annex | Parties.

Enforcement branch

¢+ The enforcement branch shall consist of-11 5 -members nominated by Annex | Parties.
% Enforcement branch members shall make every effort to reach agreement on any proposed
decision by consensus. Any decision shall as alast resort be adopted by a:
> Threefourths maj orlty vote of the members present and voting at the meeting
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Compliance: L egal basis, the form of adoption of thefinal result on compliance

¢ Parties decide that the adoption of the compliance system, including binding consequences,
should be legally based on:
» An agreement supplementing the Kyoto Protocol prior to its entry into force

(Aus and Japan —delete or adopt by CoP/MoP decision / Canada and US ok)
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SUBMISSION NO. 8: CHILE
OBSERVACIONESA LA NOTA DEL PRESIDENTE DE LA COP6, SR. JAN PRONK.
BLOQUE A (TRANSF. TEC., CREACION DE CAPACIDADES Y ARTS. 4.8/4.9Y 3.14)

En el conjunto de las propuestas que recoge este Bloque, se reconoce un importante esfuerzo para
avanzar en la materializacion de los compromisos -la mayoria de ellos aun pendientes- que las Partes
Anexo | tienen respecto al resto de las Partes de la Convencidn sobre los temas de transferencia de
tecnologia, creacion de capacidades y aquellos enunciados en los articulos. 4.8y 4.9.

No obstante, el actual texto requiere de algunas modificaciones que permitan que refleje con mayor
precision su acuerdo con los compromisos contemplados en la Convencion y los objetivos de las
nuevas propuestas que contempla. Ellas son las siguientes:

1.- En el segundo punto del Fondo de la Convencidn, reemplazar "programas nacionales que contienen
medidas de mitigaciéon" por "identificacion y preparacion de proyectos concretos de adaptacion
(actividades de la etapa II)".

2.- Agregar, al final del tercer punto del Fondo de la Convencion, el siguiente péarrafo:

"Las Partes Anexo Il acuerdan que la suma total de los recursos para este Fondo provenientes de la
reposicion de fondos para el GEF y las contribuciones voluntarias de las Partes Anexo Il (numerales 1
y 2) deberan alcanzar el nivel promedio de un billén de ddlares, sobre una base anual, tan pronto sea
posible, pero no mas tarde que el afio 2005. Si los recursos acumulados hasta el afio 2005 fueran
menos de 5 billones, las Partes acuerdan aplicar un impuesto sobre los articulos 6y 17."

3.- Eliminar el péarrafo titulado "Recursos".
BLOQUE B (MECANISMOS)

En C. Instituciones para un inicio inmediato del MDL, se propone especificar que en la préxima
Conferencia de las Partes (COP7), se elegira la Junta Ejecutiva de modo de operacionalizar este pronto
inicio.

En Elegibilidad de actividades de proyectos bajo el MDL, se propone hacer mas tajante el no uso de
instalaciones nucleares, con una frase siguiente: " Annex 1 Parties will not use certified emissions
reductions (CERS) generated from nuclear facilities".

En Fungibilidad, cuarto y quinto puntos, se proponen los siguientes cambios:

Parties note that emissions reduction units (under 'joint implementation ") and any parts of an assigned
amount units (under emissions trading) could shall be added to, or subtracted from, the assigned
amount of a Party. Parties agree that certified emissions reduction units (CDM), emission reduction
units (J1), and assigned amount units (ET) can be used towards meeting the Party's commitments or for
further transfers. could be added to the assigned amount of a Party and could be used for the purpose
of contributing to compliance with the quantified emission limitation and reduction commitments in
Article 3 without altering that Party's assigned amount pursuant to its commitments inscribed in

Annex B.

Parties decide that emission reduction units and parts of assigned amount" may be exchanged
according to the rules and procedures to be established by the COP/MOP.

BLOQUE C (LULUCF)
Pagina 9, primer box



49 -

Definiciones ARD del Art.3.3

Primer parrafo: Agregar como tercera oracion: "La definicion FAO de bosque sera la propuesta en el
Anexo del documento FCCC/SBSTA/2000/CRP.11", que es la propuesta de los co-presidentes del
Grupo de Contacto de LULUCF de SBSTA.

Segundo parrafo: Agregar como segunda oracién: El proceso para investigar la factibilidad de aplicar
una definicién con base en bioma se iniciara en SBSTA 14 y debera finalizar en COP8 (2002) a mas
tardar.

Agregar como cuarto y quinto parrafos los que corresponden al tercer y cuarto parrafo del tercer box
de la pagina 11, agregando la siguiente segunda oracion al quinto parrafo: "El proceso para desarrollar
reglas y modalidades se iniciara en SBSTA 14 y deberé finalizar en COP8 (2002) a mas tardar."

Pagina 11, tercer box:
LULUCF en el Mecanismo de Desarrollo Limpio

Reemplazar el segundo parrafo por lo siguiente: "Las actividades de evitar la deforestacion y
degradacion de suelos seran elegibles en el CDM, considerando que contribuyen directamente a evitar
la emision de gases de efecto invernadero, asi como evitar que se produzca un desplazamiento o fuga
de cosecha de madera desde el hemisferio norte al hemisferio sur."

Trasladar los parrafos tercero y cuarto siguientes al final del primer box de la pagina 9, para los
efectos de que estas normas sean aplicables en forma general:

Parties recognize that accounting modalities and definitions for Article 3.3 may need to be modified,
and that the issues of non-permanen-ce, social and environmental effects, leakage, additionality and
uncertainty should be properly addressed. LULUCF projects would also need to be in conformity with
the objectives of other multilateral environmental agreements.

Parties therefore decide to establish a process under the SBSTA to develop rules and modalities taking
into account further methodological work by IPCC, where necessary, to deal with these issues.

Agregar como nuevo tercer parrafo: "El total de la captura de carbono y de las emisiones de gases de
efecto invernadero evitadas por los proyectos de actividades LULUCF en el MDL durante el primer
periodo de compromiso, estaran limitadas a un tope del 3% del total de emisiones de CO2 de las
Partes Anexo | en 1990 6 106 MtC anuales, cualquier cifra que sea la menor."



-B50 -

SUBMISSION NO. 9: COLOMBIA

Colombian Submission on
Document: FCCC/CP/2000/CRP.14

Note by the president of COP 6

The Colombian delegation wants to express its full support to the effort made by President Pronk
reflected in the Note by the President of COP6. We believe that document identifies main unresolved
issues and carefully balances the positions of the different parties towards them. The document itself
will surely ease the process to the early and effective implementation of the Kyoto Protocol while
maintaining its environmental integrity.

With the spirit of facilitating the path toward consensus in the resume of COP 6, Colombia has
prepared the present submission, which improves someissuesin away that, we believe, will find echo
in most parties sitting in the negotiation table.

We have focused our maodification proposals on two main areas: Section | part A, (related to funding
mechanisms), and Section 111 part C (related to LULUCEF activities under the Clean Devel opment
Mechanism).

We will first present a brief explanation and clarification of the proposals, and then the specific
modifications to the Document FCCC/CP/2000/CRP.14.

BOX A: Financial M echanism

Thefinancial mechanism presented in the Document FCCC/CP/2000/CRP.14 consists of two different
type of funds: a Convention Fund directed to finance projects related to technology transfer, capacity
building and mitigation measures; and an Adaptation fund as a trust fund under the GEF intended to
finance adaptation projects limited to avoidance of deforestation, land degradation and desertification.
Each of these funds has different sources of funding and consequently, different amounts of available
resources.

The convention fund works as anew window under the GEF, in which projects will have to go
through the same cycle as any GEF funded project. In contrast, the adaptation fund works as atrust
fund under the GEF in which the CDM Excecutive Board works as the administrative council and
executes the resources through UN implementing agencies. This scheme is shown in figure 1.

Figure 1. Origina Scheme

GEF

Executive Council
Roard 1inder

¢ Resour ces: ¢
Resour ces: s Fund Replenishment of New Window
CDM tax  |H L rustrtund- GEF — (convention fund)
GFF ODA
% AA
Voluntary
Eligible projects:
UN Avoidance of GEF Eligible projects:
Implementing ~ |——y deforestation o i Lp| Tech Transfer
Agencies Land degradation 'mplementing Capacity Building
Comhat Agencies (CDM and CC)
Mitigation measures
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Although the scheme represent an innovative attempt to move forward on the negotiation process
regarding the financial mechanism, the following concerns have been raised:

e Some important adaptation projects have been excluded as dligible projects under the adaptation
fund. Parties have expressed their concerns toward the exclusion of projects like water resources
management, land management, agriculture, health, infrastructure devel opment, ecosystems, and
integrated coastal zone management and sea level rise, among others.

« Animbalancein the distribution of the resources has been perceived, asthe CDM tax might not be
sufficient to fund adaptation related projects. Furthermore, thereis the concern that the funding
will depend on the ratification of the Kyoto Protocol

» Despitethefact that the documents states that GEF procedures and policies will be streamlined,
parties have the concern that the convention fund, administered by the GEF, will still be managed
under time-consuming processes and inefficienciesin resource allocation. Also it isgenerally
accepted that competition among i mplementation agencies, multilateral agencies and regiona
development banks will stimulate the efficiency of resource allocation.

» Partiesare afraid of the lack of fast liquidity of the funds and hence a delay in the implementation
of the different projects, especially adaptation fund projects.

Having in mind these concerns, Colombia has designed a modification of the original scheme with the
objective of addressing them and achieving a general consensus

The main modification is the unification of the two funds and sources of funding into asingle

“Convention Fund”. This Convention Fund will function as the former adaptation fund, having the

GEF as trustee. The fund will be managed by the Climate Resources Committee, organism that will
also be in charge of promoting efficient and equitable distribution of the resource and increasing
climate funding. UN implementing agencies, regional development banks and other relevant
multilateral agencies will allocate resources for identified projects. With the flexibility of assigning

the resources through several implementing agencies, the Climate Change Resource Committee could
promote efficiency and effectiveness in resource allocation.

Colombia supports the president’s proposal of the transferal of a percentage of Annex | parties” initial
assigned amount to nourish the Convention Fund. In order to assure the rapid liquidity of this
transferal as well as of the resources coming from the CDM tax (which as well correspond to a carbon
reduction quantity), Colombia proposes the establishment of a periodical public auctioning, whose
periodicity will be established according to the needs of funding.

With respect to the percentage of the assigned amount to be transferred to the Convention Fund,
Colombia proposes that this percentage shall be equal to the maximum amount that will be allowed to
be credited to Annex | parties from article 3.4.

Acknowledging the concerns raised by some parties with respect to the amount of resources directed
to financing adaptation projects, the Climate Resources Committee will be responsible for distributing
and continuously assuring Climate funding. The distribution of the total amount of resources entering
the Convention Fund will be 60% to adaptation projects and 40% to capacity building and technology
transfer projects. The initial percentages, which are stated by the present submission, represent an
initial idea, and could be subject to further consideration and negotiation by parties.

Recognizing the importance of projects directed to adaptation towards addressing the negative impacts
derived from Climate Change, it is important to broaden the scope and eligibility of the projects that

will be funded by the adaptation line. Therefore projects such as water resources management, land
management, agriculture, health, infrastructure development, ecosystems, and integrated coastal zone
management and sea level rise, among others, shall be included as eligible projects.

All the above modifications are illustrated in the following figure:
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Figure 2: Colombian Proposal on Financial Mechanism
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Box C. Land Use, Land Use Change and Forestry

President Pronk proposed the inclusion of avoidance of deforestation as an activity to be funded by the
adaptation fund. At the same time this activity was not considered to be eligible under the CDM.

Colombia considersthat there is a significant difference between forest conservation and avoidance of
deforestation projects. Forest conservation projects include activities directed to protect these
ecosystems from the impacts of climate change, as well as enhancing its ecol ogical functions and
structure. On the other hand, avoidance of deforestation projects include activities directly related to
reducing anthropogenic emissions from sources; they represent mitigation actions as they certainly
reduce the amount of GHG gases being emitted into the atmosphere.

Land use change activities represent a significant amount of emissions of GHG, especially in

devel oping countries; these emissions are generated mainly from deforestation processes. Therefore,
Colombia proposes to treat forest conservation projects as adaptation activities and avoidance of
deforestation as mitigation activities.

Recognizing the high level of uncertainty of avoidance of deforestation projectsin general, but
acknowledging the importance of reducing the rate of emission from the most important source of
GHG in developing countries, Colombia proposes not to exclude these activities from the CDM.
Instead, to start a process to study the guidelines, modalities and rules for the possible inclusion of
these activities under the CDM, for the second and subsequent commitment periods.

These changes are reflected both in Box A (eligibility of adaptation projects) where avoidance of
deforestation was renamed as conservation projects, and Box C (Land use, land use change and
forestry) where a provision to start the process of inclusion of avoidance of deforestation under the
CDM, wasincluded.
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The next pages contain the specific modifications to the document FCCC/CP/2000/CRP.14.
PROPOSED MODIFICATION TO DOCUMENT FCCC/CP/2000/CRP.14
Modify Section | para 1to 10 asfollows:

. CAPACITY-BUILDING, DEVELOPMENT AND TRANSFER OF TECHNOLOGIES;
IMPLEMENTATION OF ARTICLES 4.8 AND 4.9 OF THE CONVENTION (DECISION
3/CP.3AND ARTICLES2.3AND 3.14 OF THE KYOTO PROTOCOL), MATTERS
RELATING TO ARTICLE 3.14 OF THE KYOTO PROTOCOL; AND FINANCE

A. Funding mechanisms and-guidancetothe Global Environment FaciHty

1 Parties have reached general agreement on frameworks for technology transfer,
capacity-building, adaptation and impacts of response measures.

Convention Fund

1—Adaptationfund

2. Parties decide to create a new adaptation convention fund as a trust fund under the Global
Environment Facility (GEF). Separate guidance will be given to the fund and specia consideration
will be given to the needs of the Least Developed Countries (LDCs) and Small Island Developing
States (SIDS).

3. The adaptation convention fund will finance the implementation of concrete adaptation
projectsin non-Annex | Parties (stage 111 activities) through two funding lines: adaptation funding
line and capacity building and technology transfer funding line. Finance to the convention fund
will be generated by:

@ The share of proceeds applied to the Clean Development Mechanism (CDM) (2
per cent of the CERs generated by a project). The convention fund shall auction
the CERsto guar antee the necessary and early liquidity of thefund. Annex |
Partiesor private or public entities can acquir e these units, on the basis of Article
12;

(b) voluntary contributionsby Annex || Parties, and

(c) transfer of [3 per cent (the same percentage of limitation of creditsunder article
3.4 asstated in para 54) ] of theinitial assigned amounts of Annex |1 Partiesto
theregistry of thefund. The convention fund shall auction the assigned amounts
to guarantee the necessary and early liquidity of thefund. Annex | Partiesor
private or public entities can acquirethese units, on the basis of Article 17.

In addition to the above-mentioned resour ces, Parties agree to increase resour cesfor climate
change funding through other channels such as national trust funds, bilateral agreements,
technical co-operation and others. They agreethat the sum total new and additional financing
to be provided by Annex Il partieson a grant or concessional basis should reach the level of one
billion US$ on an annual basis, as soon as possible, but not later than in the year 2005. If the
resour cesreferred above would be lessthan one billion US$ on an annual aver age basis between
2000 and 2005, Parties agreeto apply alevy on Article 6 (Joint Implementation) and/or Article
17 (emission trading) to the extent of fully covering the balance of the unfulfilled commitment
referred above.

The adaptation projects will be implemented by the United Nations implementing agencies, regional
development banks, and other multilateral agencies.



3 bis. Theadaptation funding line will receive [60%] of the convention fund resour ces; whilethe
technology transfer and capacity building funding will receive the remaining [40%].

4, The EBM-ExecutiveBoard Climate Resources Committee will manage the fund. The
Commlttee shaII functlon under the gui dance of, and be accountabl e to, the Conference of the Parties

m rties Such guidance will cover
programmes prIOI’ItIeS and dligibility crlterlafor funding of adaptatl on activities and technology
transfer and capacity building activites, which shal include:

Under the adaptation funding line:

@ Aveidanece of deforestation Forest and fragile ecosystem conservation including
mountai nous ecosystems

(b) Combating land degradation;
(c) Desertification. and

(d) Adaptation projects, when sufficient information is available to warrant such
activities, inter alia, in the areas of water resour ces management, land
management, agriculture, health, infrastructur e development, ecosystems, and
integrated coastal zone management, sea level rise

Under the capacity building and technology transfer funding line:
(e Technology transfer and technical support
()] Capacity-building related to climate change
(9 Capacity-building specifically related to the CDM

(h) National programmes containing mitigation measures; and

() Assistance with economic diver sification.
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” in
will also

an-in the year
evy—on Article 6

4. Climate Resources Committee

10. Parties decide to establish a Climate Resources Committee at COP 6, with the following
mandate:

(a) To manage the Convention fund and allocate resour ces between the two funding
lines.

(b) To give policy advice to existing financing channels and institutions such as the GEF,
Regional Development banks, the World Bank, United Nations Development
Programme and other multilateral institutions. The advice will be focused on:

® Increasing climate funding;
(i) Mainstreaming; and
(iii) Monitoring and assessment.

(© To promote an efficient and equitable distribution of the Convention Fund
through the implementation entities such as UN implementing agencies, regional
development banks and other multilateral agencies.

M odify Para 16, Option d

d. Aveoidance—of-deforestatioRorest conservation and prevention of land degradation, insofar as
these activities are related to climate change.

Section |11 (D): Land Use, land Use Change and Forestry

Modify Para 62:

e—eligible as
priority
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salintsed—soHs. Parties recognize that emissons from deforestation in the tropics are an
important source of GHG emissions. Therefore, parties decide to establish a process under the
SBSTA to deveop rules, modalities and guidelines, for the incluson of prevention of
deforestation projects under the CDM, for the second and subsequent commitment periods,
taking into account further methodological work done by IPCC.
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SUBMISSION NO. 10: COSTA RICA
Proposed Amendmentsto the
NOTE BY THE PRESIDENT OF COP6 (FCCC/CP/2000/CRP.14)
(January 15, 2001)
|. CAPACITY-BUILDING, DEVELOPMENT AND TRANSFER OF TECHNOLOGIES;
IMPLEMENTATION OF ARTICLES4.8 AND 4.9 OF THE CONVENTION (DECISION
3/CP.3 AND ARTICLES2.3AND 3.14 OF THE KYOTO PROTOCOL), MATTERS
RELATING TO ARTICLES3.14 OF THE KYOTO PROTOCOL; AND FINANCE.

A. Funding mechanisms and guidanceto the Global Environment Facility

1. Adaptation Fund

3. The adaptation fund will finance the implementation of concrete adaptation prejects measuresin
non-Annex | Parties (stage |11 activities). Finance will be generated by the share of proceeds applied to
the Clean Development Mechanism (CDM) and Joint I mplementation (J1) (2 per cent of the CERs
and ERUs generated by project-based mitigation activities). In addition, Annex || Parties will
transfer [ X] per cent of their assigned amount to theregistry of the fund. Annex | Parties can
acquire these units, on the basis of Article 17, for the purpose of meeting their commitments of
Article 3.1; (moved)

4. The CDM Executive Board will manage the fund. The Board shall function under the guidance of,
and be accountable to, the Conference of the Parties serving as the meeting of the Partiesto the
protocol (COP/MOP). Such guidance will cover programmes, priorities and eligibility criteriafor
funding of adaptation aetivities measures, which shall include:

() Aveidance of deforestation Forest conservation;
(b) Coembatingtand-degradation Rehabilitation of degraded land; and [the rest of the text remaing)

Rationale: Forest conservation and rehabilitation of degraded land address adaptation issues such as:
watershed protection, restoration of native forest ecosystems and restoration of salinised soils. As
such, may be included among those activities to be funded from the share of proceeds of the
mechanisms of the KP intended to meet the costs of adaptation. This shall be without prejudice to the
digibility of reductions of emission by sourcesin the LULUCF sector (e.g. project based activities
reducing the rate of net deforestation) as credit generating activity under the CDM.

2. Convention fund

5. Parties decide to create a new window under the GEF: a Convention fund. Separate guidance will
be given to the fund and special consideration will be given to the needs of the LDCs and SIDs.

(b) Under this window, new and additional funding will be made available by Annex Il
Parties for the following activities in developing countries:

(iv) National programmes containing-mitigatioreasure$o address the adverse
effects of climate change; and [the rest of the text remaing]

3. Resources

9. In addition to the above-mentioned adaptation and Convention fumoisx || Parties agree to
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increase resources for climate change funding through other channels. They agree that the sum total
should reach at least the level of one billion US$ on an annual bass, assoon as possble but not Iater

D. Adver se effects of climate change

16. Actionsto-betakenby Annex |l Parties include are encourage to support the following actionsin
non-Annex Parties.

(d) Aveidance-of- deforestatidrorest conservation and-prevention-of-land-degradation
rehabilitation of degraded land, insofar as these-activitieseasures arerelated-to-the
contribute to reduce the adverse effects of climate changén areas proneto natural disaster;
[therest of the text remains]

Rationale: Forest conservation and rehabilitation of degraded land contribute significantly to reduce
the adver se effects of climate change (e.g. natural disaster by extreme weather events of flooding and
droughts). As such, full consideration shall be given under the Convention Fund to these activitiesin
countries with areas prone to natural disaster. This shall be without prejudice to the eligibility of
reductions of emission by sources in the LULUCF sector (e.g. project based activities reducing the
rate of net deforestation) as credit generating activity under the CDM.

G. Specific needs of the least developed countries (L DCs, including SIDS)

20. A separate work programme will be established for LDCs to be financed by the GEF, focussing
on:

(c) Priority for the implementation of concrete adaptation-projaetsures. Disaster relief,
avoidance-of-deforestatidorest conservation and-prevention-of-tand-degradatiaabilitation of
degraded land may be included;the rest of the text remains]

[I.MECHANISMS

A. Rélationship between the COP/ MOP and the Executive Board

2. Institutions for a prompt start for the CDM

29. Appropriate resourceshall will be-madeavailable for the prompt start of the CDM.

(New paragraph) Parties decide that CDM project activities are voluntary and may be develop,
financed and implemented individually or jointly by Parties included and/or not included in Annex
| private and public entities

B. Eligibility of project activitiesunder the CDM

(New paragraph) Parties decide that a project activity reported as an Activity Implemented Jointly
(AlJ) under the pilot phase might only be eligible for registration and certification under the CDM
if it meetsthe criteria and provisions regarding the CDM (e.g. modalities, rules and procedures).
Following Al J project validation and registration under the CDM, emissions reductions by sources
and/or enhancements of removals by sinks will be eligible for crediting.

Rationale: Experience acquired during the AlJ pilot phase made significant contribution to the
definition of criteria and provisions for the CDM. In thisregard, it will be relevant for the
development of the CDM, to benefit from the AlJ learning curve. In addition, allowing for AlJ project
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activitiesto be eligible for crediting under the CDM will recogni ze the effort and contribution of
public and private entities from Annex | and non-Annex Parties to mitigate climate change.

eeﬁ#mdemmemedue%nsunder—theGDM—CDM prOJ ect ba%d act|V|t|e£shaJI not consder the
use of nuclear power.

32. The Executive Board shall elaborate and implement an expedited procedure for small-scale
CDM projects that contribute to sustainable development of non-Annex | Parties and to the
ultimate objective of the Convention.

Rationale: The KP establishes that projectsin the CDM have to meet conditions to ensure
environmental additionality and achieve sustainable devel opment. Any small-scale project that
complies with these principles should be dligible for expedited consideration regarding CDM
procedures.

C. Supplementarity

33: Annex | Parties shall meet their emission commitments primarily through domestic action since
1990. Compliance with this principle will be assessed by the facility branch of the compliance
committee on the basis of qualitative and quantified information, reported in national
communications and reviewed under Article 8. Each Party’s use of the CDM shall not exceed 25
per cent of its assigned amount pursuant to their quantified emission limitation and reduction
commitments as defined in Annex Bhe facilitative branch shall advise on how to ensure the

effective implementation of this provision. A-first-assessment-shoutd-bereportedin-the fourth
nattona-communteations of-Annex-HParties due+n-2005.

F. Promotion and geogr aphic distribution of CDM proj ects

43. Parties agree that there should be opportunities for al Partiesto participate in the CDM and decide
that an eqwtable dlstrlbutl on of CDM proj ects will befostered Ih&eferestanda@zed—baselﬂm

44, Parties decide to foster participation by LDCsin the CDM by the following actions:

(c) Public funding-efor the acquisition of CERsfrom a CDM project should be additional to
current official development assistance.

[11. LAND-USE, LAND-USE CHANGE AND FORESTRY

(New Introduction) Parties decide that LULUCF activity under Article 3.3, 3.4, 6 and 12, shall be
based on the following principles. (“G-77+China principles” follows as a chapeau, reference



-60 -

FCCC/SBSTA/Misc.8, Brazil submission on behalf of the Group of 77 and China)

Rationale: Costa Rica supports the initiative to include the “ G-77+China principles” as a chapeau to
the LULUCF methodological issues and recognizes that these principles shall also be applied to
LULUCEF project based activities under the Kyoto Protocol (KP) mechanisms. These principles
contribute to the integrity of the KP and preserve its global effect.

A. Definitionsfor afforestation, r efor estation and defor estation under Article 3.3

46. Parties agree that for the implementation of Article 348 6 and 12, “forest” is defined asian
area of land of 0.3-1.0 hectares (ha) with tree crown cover (or equivalent stocking level) of more

than 10-30 percent with treesith-the-petential-to-reach-the-minimum-height of 2-5 meters (mat

matdrity-H-sity. A forest may consist either of closed forest formations where trees of various
storeys and undergrowth cover a high proportion of the ground; or open forest formations over
an area of 0.3-1.0 ha with a contlnuous vegetatlon cover in Wh|ch tree crown cover exceeds 10-

}%Opepeenmmeehegh%%nﬁm-nelﬂded (FCCC/SBSTA/ZOOO/CRP 11Part|es
recognize that there should be certain flexibility in applying the FAO-values the forest definition
in order to reflect national circumstances.

Rationale: The definition of forest coupled with ARD activity definition (e.g. IPCC land-use change
based definition) is the key to the identification of ARD lands under Article 3.3. Costa Rica supports
the forest definition (e.g. specific thresholds for tree crown cover, tree height and minimum area)
included in the draft conclusion by the chairman (FCCC/SBSTA/2000/CRP.11), except that regrowing
stands that are below the tree height threshold (2-5 m) shall not be counted as forest. In virtue of the
above, condemn any intention to allow inter-alia, additional activities under Article 3.4 (e.g. forest
management) to be eligible under Art. 3.3, based solely on the FAO definition of forest. Thisis a no-
solution and will result in unbalanced accounting if harvesting is not considered deforestation.
According to the IPCC definitional scenario, harvest/regeneration cycle through forest management
activities shall not create ARD lands nor trigger accounting under Article 3.3.

47. Parties decide to establish a process under SBSTAto investigate the inclusion feasibility of
applying biome-specific forest definitions for the first and subsequertiture-commitments
periods.

E. Land-use, land-use change and forestry under the clean development mechanism

61. Parties agree that LULUCF activities can contribute to the two-fold purpose of the CDM. Parties
therefore decide to include afforestation and-, reforestation and reductions of emissions by
sources in the LULUCF sector (e.g. project based activities reducing net deforestaiole)

the CDM for the flrst and subsequent commltments penoH@we&eHheyals&reeegm%e%he

Rationale: Recognizing that the objective of the Convention and the KP are based on inflecting the
curve of GHG emissions, both fossil and deforestation, project activities that effectively and credibly
reduce the rate of net deforestation shall be eligible under Article 12'. Excluding land-use change
project based activities that succeed in reducing emissions by sources will go against the letter,
objective and principles of the Convention and the KP. In addition, it isinconsistent with the
accounting framework for Annex | Parties defined under Article 3.3, where to the purpose of the
CDM, eligible activities shall be those meeting requirements for Annex | compliance under Article 3.3,
aswell asthoseincluded in Article 12.5. Therefore, land-use change and forestry activities eligible

! Methodol ogies accounting for activities reducing the rate of net deforestation shall not give consideration to
the simple presence of carbon stocks (Group of 77 and China principle on LULUCF).
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under Article 12 shall not be restricted to afforestation and reforestation. If project based activities
that succeed in reducing net deforestation are to be excluded fromthe CDM, there will be no
economic incentive to counter-balance a potential market leakage. Under this scenario, the new
environmental value of standing forestsin Annex | Partieswill lead to a decrease in wood supply from
those countries and will cause an increase in the demand for wood stemming from non-Annex Parties.
Furthermore, because of the production cycle, this demand is not likely to be met from reforestation
lands, but from deforestation, legally practiced in most developing countries. From the climate

per spective, the situation is much more serious. A very likely 10 per cent displacement of the
production of timber from the Annex | temper ate forests to the non-Annex | tropical forests would
result in a global leakage much larger than the apparent reduction of emissions to be reported by
Annex | countriesin the LULUCF sector. On unit-per-unit basis, what would seem to reduce global
emissions by one unit will, in reality, increase the global emissions by 5 units, thereby undermining
the very purpose of the KP. Thisis so just because the forestry sector of non-Annex | Parties can not
be excluded from the global market. This non-solution misleads Annex | reductions from their real
emissions sources. It will focus Annex | reductions on a source (Annex | deforestation) which
constitutes only 2% of the global emissions. At the same time, sidesteps 63% of global emissions,
generated by fossil fuels and other sourcesin Annex | countries. In both cases, reductions are focused
on the correct group of countries, but on the wrong source. At the end the mitigation efforts will focus
mainly on only 16% of the global emission sources (as shown in the table below), putting at stake the
credibility of KP and above, the global commitment to mitigation.

Global anthropogenic emissions of CO, (1995)

Emission Annex | non-Annex | Total
Source (%) (%) (%)
Deforestation 2 21 23
Fossilsand
others 63 14 77
Total 65 35 100

63. Parties recognize that accounting modalities and definitions for Article 3.3 may-stand with minor
changesfor application in the CDM needto-bemedified, and that the issues of non-permanence,
socia and environmental effects, leakage, additionality and uncertainty should be properly
addressed in project design. LULUCEF projects wedtd should also need to be in conformity with
the sustainable development goals of the host country and as appropriate, with the objectives of
others multilateral environmental agreements.

64. Partiestherefore decide to establ isha process under SBST A to develop further rules and
modalities provisionstal A A
to deal with these issues, with a view toward a decrsron at COP7

Rationale (paragraphs 63 and 64): Major concerns regarding CDM project based activities (e.g.
baselines, leakage, accounting, monitoring and reporting) are similar to those of other sectorsor
categories of projects, and not unique to LULUCF project based activities. The IPCC Special Report
on LULUCEF has properly addressed those major methodological concerns for LULUCF project based
activities under the CDM. The IPCC Special Report identified one unique issue that is only related to
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sink project based activities (e.g. afforestation and reforestation). This single issue is that of

permanence. However, the introduction of “temporary” CERs is among others (e.g. risk management
and discounting), a widely accepted solution for this issue. In general, for most methodological issues
and definitions, LUCF activities do not require new texts and provisions for application under the
CDM. Forest definition and IPCC ARD definitions also stand, with minor changes (ref:
FCCC/SBSTA/2000/9, proposal presented by Costa Rica on LUCF definitions for CDM project based
activities).

(New paragraph) Parties decide that the validity of CERs attributable to LUCF project based

activities under the CDM may be “permanent” or “temporary”. They will be “permanent” for

activities reducing emissions by sources (e.g. project-based activities reducing net deforestation) and
“temporary” referring to removals by sinks (e.g. reforestation and afforestation project based
activities, when appropriate). The Executive Board is asked to elaborate provisions for the
operationalisation of this decision.

Rationale: Recognizing that the objective of the Convention and the KP are based on inflecting the

curve of global emissions, both fossil and deforestation, LUCF project based activities that succeed in
reducing emissions by sources in non-Annex | Party (e.g. project based activities decreasing net
deforestation®) shall be considered a “permanent” contribution to mitigate climate change and
therefore, eligible for “permanent” CERs under the CDM. On the other hand, for sink project based
activities (e.g. afforestation and reforestation, when appropriate), the concept of “temporary” CERs
might be considered as a solution for the permanence issue, releasing non-Annex | country from any
future commitments“Temporary” CERs may be issued referring to the climate benefit of uptaking a
certain amount of carbon for a period of time. It is accepted that “temporary” CERs have significant
environmental (e.g. delay radiative forcing effect in the atmospheric) and economic benefits, and is
neutral from the atmospheric point of view. Any Annex | Party that utilizes “temporary” CERs for
achieving compliance with its commitments defined in Article 3 assumes the obligation of subtracting
to its assigned amount the nominal equivalent value of these “temporary” CERs upon their expiration
or to replace either by a “permanent” CERs or new expiring ones.

(New paragraph) Parties decide to apply a 50 per cent discount (buyer liability approach) to all
CERs validated from land-use change project based activities that succeedsin reducing emissions
by sources (e.g. activities reducing net deforestation). The Executive Board is asked to elaborate
provisions for the operationalisation of thisdecision.

Rationale: Under a 50 per cent discount rule for every two units of emission reduction by source (e.g.
project based activities reducing net deforestation) in a non-Annex country attributable to Annex |
Party, only one unit could be credited against their emissions reductions commitments under Article 3
(buyer liability approach). Credit discounting results in lower savings for Annex | Parties. However,
redirected a portion of the savings to these developing countries to further reduce global emissions in
a voluntary basis. In addition, credit discount address scale concerns and counter-balances the global
leakage, which would seriously threaten the environmental integrity of the KP. This overall decrease
in global emissions will not have commitment implications for non-Annex Parties.

*kkkk

% Emissions from deforestation are proportional to the rate of deforestation, which in turn could be measured

over a period of time in order to reflect itstrend.

® From the Colombian proposal (FCCC/SBSTA/2000/Misc.8): “expired CERs will have to be replaced at the end
of the project lifetime either by a permanent CERs or new expiring ones”.
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SUBMISSION NO. 11: INDIA
Box A: Capacity building, technology transfer, | mplementation of Article 4.8/4.9; 3.14, finance

Funding mechanisms and gquidance to the GEF

Adaptation fund:

Opening sentence, starting with "Parties decide to create new fund": delete the words "the GEF" and
substitute it with "Article 12 of Kyoto Protocol”. Second sentence, starting with " Separate guidance”:
delete the words " separate guidance will be given" and substitute it with "COP/MOP shall provide
guidance."

Delete the first bullet.

Second bullet, first sentence: delete the words "stage |11 activities' appearing in parenthesis. Second
bullet, second sentence: add the following at the end of the sentence "and levy on Article 6 and Article
17."

Third bullet, first sentence: substitute full stop with commaand add " and will determine the entity or
entities to be entrusted with the operation of the fund."

Add the following at the end of the fourth bullet: "and extreme weather events.”

Convention fund:

Opening sentence, starting with "Parties decide to": add the following at the beginning of the sentence:

"In order to effectively implement Article 11 of the Convention,". Add the following after end of the

second sentence ending with "...LDCs and SIDs.": "This will ensure that the GEF becomes more
responsive to the needs and priorities of the developing countries. Ownership and "country-
drivenness" in the GEF projects will be enhanced. The scope of activities funded by the GEF will also
be broadened. GEF procedures and policies will be streamlined.”

Second bullet, last sentence: delete "New and additional funding will also be made available for
capacity building in Annex | Parties with economies in transition."

Third bullet, first point: substitute "third" with "enhanced".

Third bullet, second point: delete "voluntary" and add "on grant or concessional basis in accordance
with Article 11 of the Convention" at the end of the sentence after the word "Parties".

Delete the third point of the third bullet.

Delete the fourth bullet.

Resour ces

Second sentence, starting with "They agree": add "at least" before "one billion".
Delete the third sentence.

Climate Resources Committee

Opening sentence: insert "expert" after the words "Climate Resources".

First bullet: delete the word "policy”



Second bullet: add the words "through new and additional financial resources' at the end.
Third bullet: add the words "of adaptation activities and transfer of technology" at the end.
Fourth bullet: add the words " of projects’ at the end.

Technology Transfer

First bullet: insert the words "to review implementation of Article 4.5 of the Convention” after the
words "...technical and scientific experts" and substitute the words " SBSTA" with "COP."

Second bullet: add the words "inter-alia" after the words "The group will".
Delete second point of the second bullet.

Second bullet, third point: delete the words " as identified in the IPCC special report on technology
transfer.”

Third bullet: substitute "SBSTA" with "COP" and delete the words "request the COP to."

Adver se effects of climate change

Second bullet, starting with "Adaptation projects": add "Funding of" before "Adaptation projects".

Actions to addr ess impacts of response measur es(Article 3.14)

First bullet, third line: delete "(e.g. coal subsidies)" appearing after the word "instruments".

Second bullet, second sentence starting with "A certain": delete the sentence "A certain degree of
flexibility shall be allowed to Parties included in Annex | undergoing the process of transition to a
market economy".

Actions to addr ess impacts of response measur es(Article 4.8)

First bullet; insert the words "related to funding, insurance and transfer of technology" after the
words".. through concrete actions".

Second bullet; add the following sentence at the beginning "Developed Country Parties shall report on
actions to address impacts of response measures in accordance with Article 12.3".

Specific needs of the least developed countries (LDCs, including SIDS)

First bullet: insert the words "by the COP under Article 11, 3(a) of the Convention" after the words
" will be established for LDCs."

First bullet, fourth point: substitute the word "assist" with "advise" and further add the words "in
implementation of Article 4.9 and" before the words "in national adaptation programmes of action.”

Delete the second bullet.
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Box B. Mechanisms

COP/MOP Executive Board

A. Composition of the executive Board of the CDM

First bullet: delete the following: " Parties therefore decide on a balanced approach in the composition
and voting procedure.”

Substitute the bullets 2,3 and 4 with: " The composition of the Executive Board will be in accordance
with equitable geographical representation. The Board shall be congtituted by an equal number of
members from each of the five UN regiona groups, with atotal of 15 members."

C. Institution for a prompt start for the CDM

Delete thewords " Institution for &' in the caption. The caption would read as "Prompt start for the
CDM".

First bullet, second line: pre-fix Executive Board by "interim", delete "will be elected" appearing after
"Executive Board" and substitute "subsidiary bodies® by "COP".

Third bullet: delete "are" appearing after "resources’.

Eligibility of project activitiesunder the CDM

First bullet, first line: add "host devel oping country" before "Party’s discretion”.
Delete the second and third bullet.

Supplementarity

Substitute "principle” with "commitment”, delete "by the facilitative branch of the compliance
committee", replace the word "quantified" with "quantitative", add "annual inventory under Article 7.1
and" before the words "national communications' and add the words " under Article 7.2" after the
words "national communications' in the second sentence.

Delete the third sentence " The facilitative branch shall advise on how to ensure the effective
implementation of this provision”.

Trading modalities and liability

First bullet, first line: replace the words "fulfil their commitments in a cost effective way" with "meet
the objectives of the Convention."

First bullet, third line: replace the word "overselling" with "overtransferring.”
Second bullet, first line: substitute "a portion" by "part".

Second bullet, second line: substitute " portion " by "part".

Second bullet, second line: substitute the words " 70 percent” with "97 percent.”
Second bullet, third line: substitute " portion" by "part".

Third bullet, first line: substitute "portion " by "part”.
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Fungibility
Substitute the caption " Fungibility" with "Principles of Emission Trading under Article 17".

First bullet, fourth line, sentence starting with "Parties affirm that..": delete the words " Parties affirm
that in their actions to achieve the purpose of the mechanisms,”.

Replace the second bullet with the following: "Parties decide that equity between developed and

devel oping countries relates to equitable per capita emission entitlements for devel oping country
Parties, keeping in view that per capita emissionsin developing countries are still relatively low and
that the share of globa emissions originating in developing countries will grow to meet their socia
and development needs, taking fully into account that economic and socia development and poverty
eradication are the first and overriding priorities of such Parties, while affirming that developed
country Parties shall continueto limit and reduce their emissions with the aim of attaining lower levels
of emissions through domestic policies and measures with aview to reducing per capitainequitiesin
emissions between devel oped and developing country Parties'.

In the third bullet, delete the following: "to emissions of any kind in the pursuance of Articles 3, 6, 12,
17 of the Kyoto Protocol which affects the consideration or decision making on subsequent
commitments. Parties recognise that the consideration of such commitments should be based on
equitable criteria, common but differentiated responsibilities and respective capahilities.”

Fourth bullet, first sentence: replace the words "note" with "decide".

Fourth bullet, second sentence: delete the words " Parties agree that"

Delete the fifth bullet.

Promotion of Geographic Distribution of CDM Projects

First bullet second sentence: replace the words " Therefore, standardized baselines, which are based on
appropriate Annex | average, may be used" with "Executive Board shall develop standardized
baselines where appropriate.”

Second bullet, first line: substitute the word " Parties’ with the words "Executive Board" and "decide
to" with "shall".

Delete the second point of the second bullet.

Proceduresfor " Joint | mplementation”

Delete the paragraph.
Box C. Land-use, Land-use change and forestry

Definitions for afforestation, reforestation and deforestation under article 3.3

Third bullet, second sentence : delete the sentence " According to the IPCC Special Report, this set of
definitions delivers an accounting system that is closest to the actual exchange between lands brought
under the system and the atmosphere.

Third bullet, after end of first sentence: add the following sentence: "only net carbon sequestered shall
be considered.”
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Additional activities and accounting under Article 3.4

Delete the entire section.

Additional activities and accounting under Article 3.4 in the second and consecutive
commitment periods

Second bullet, fourth line: add the words "and advice of SBSTA" at the end of the sentence.

LULUCF under the Clean Development M echanism

First bullet, second sentence: add the following at the end of the sentence: "provided the issues of non-
permanence, |eakage, monitoring and measurement, reporting, verification, adverse social and
environmental impact including adverse impact on biodiversity can be satisfactorily resolved.”

Fourth bullet, first line: delete the words "rules and".

Box D. Palicies and Measures, Compliance, Accounting, Reporting and Review

Policies and measures

Second bullet, first line: delete "Annex |".

Compliance: consequnces of non-compliancewith Article 3.1

Delete the fourth bullet.

Compliance: differentiation between Parties (in particular Annex | and non-Annex |)

First bullet: replace the words "obligations that are incumbent on" with the words " commitments of ".
Second bullet, second line; add "such" before "Parties"'.

Second bullet: add the following at the end of the sentence "in accordance with article 4.3 of the
Convention".

Third bullet: subgtitute the sentence "There will be no differentiation between Annex | Parties and
non-Annex | Partiesin respect of the application of consequences by the facilitative branch" with "The
facilitative branch, shall take into account Article 4.7 of the Convention and Article 10 and 11 of the
Kyoto Protocol while determining consequences for the Parties”.

Compliance: relationship between the COP/M OP and the Compliance Committee

First bullet: delete "the role of" appearing before COP/MOP, substitute "should be limited to giving
genera" by "shall give" and delete "and that it should not intervenein individual cases'.

M andates enfor cement branch and facilitative branch

First bullet : replace the words "quantitative emission commitments" with "al commitments under
Article 3 and".

Second bullet: delete "3.14" in the second line and the words “character of ".

Third bullet, first line: insert the words "non Annex" before the words "parties”.
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Compliance: composition of the Compliance Committee

Enforcement branch

Delete second point of the fourth bullet.
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SUBMISSION NO. 12: JAPAN

Box A: CAPACITY BUILDING, TECHNOLOGY TRANSFER, IMPLEMENTATION OF
ARTICLESA4.8/4.9; 3.14 FINANCE

Funding M echanisms and guidanceto the GEF

Parties have reached general agreement on the frameworks for technology transfer, capacity building,
and other forms of assistance related to mitigation of, and adaptation to, climate change. These
frameworks will further the objectives of the Convention, including as reflected in the Buenos Aires
Plan of Action. Parties have also reached general agreement that special consideration will be givento
the least developed countries and small island States amongst them.

Annex |l Parties expresstheir intent to seek, through avariety of means, including augmenting their

bilateral programs, a significant increasein funding for international climate change related activities,
recaling, inter alia, Article 4.3 of the Convention. Annex |1 Parties have also expressed their support

for asuccessful replenishment of the Globa Environment Facility and commitment to ensure that the

GEF become more responsive to the needs and priorities of developing countries. Ownership and
“country-drivenness”in GEF projects should be enhanced. The scope of activities funded by the GEF
should also be broadened. GEF procedures and policies should be streamlined.

Adaptation Fund

Parties declare their intention to seek the establishment of, and the resources to fund, a new window
under the GEF: the Adaptation Fund.

s The implementation of concrete pilot adaptation projects in developing country Parties will be
financed. Projects will be implemented by the GEF Implementing Agencies.

s The GEF Secretariat will manage the fund. The fund will function under the guidance of the
COP/moP. Such guidance will be given on programs, priorities and eligibility criteria for
funding of adaptation activities

s The following activities will be included in the category of adaptation activities: avoidance of

deforestation, combating land degradation and desertification.

Specific needs of the least developed countries (LDCs, including SIDS)

)

++ Within the Adaptation Fund, a separate work programme will be established for the least
developed countries and small island States amongst them, based upon the scope of needs
identified in XX.CP6, XX.CP6...

% To encourage a greater flow of CDM projects to the LDCs, CDM projects in LDCs will be
exempt from the share of the proceeds for adaptation. The implementation of ‘small scale
CDM projects’will also be promoted.

Convention fund

Parties declare their intention to seek the establishment of, and the resources to fund, a new window

under the GEF: a Convention Fund.

% Under this window, new and additional funding will be made available by Annex Il Parties for
activities in developing countries: technology transfer and technical support, capacity building
related to climate change, specific CDM capacity building, , assistance with economic
diversification. New and additional funding will also be made available for capacity building in
Annex | Parties with economies in transition.
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Funding related to mitigation will be for the purpose of a Party’s implementation of national
abatement and sequestration strategies, which are to be consistent with criteria to be agreed.

% The GEF Secretariat will manage the fund. The new GEF window will operate under the policy
guidance of the COP/MOP.

Funding and Modalities

Contributions from Annex Il Parties will reflect their initial assigned amounts. These contributions
should be made at rates adjusted to generate $1 billion over the first commitment period. These may
be directed to either the Adaptation or Convention funds or both as Parties deem appropriate, with the
modalities to be defined at COP 7. Finance for the Adaption Fund will be generated by the share of
the proceeds on the CDM (2% of the CERs generated by projects), voluntary contributions and by a
percentage of assigned amount, or its financial equivalent.

-- There will be periodic reviews of the modalities of the new GEF funds, including with
respect to the level of funding and the eligibility requirements.

Climate Resour ces Committee

Parties declare their intent to establish a Climate Resources Committee at COP-7, with the following

mandate:

% To give policy advice to existing multilateral financing channels and institutions such as the GEF,
Regional Development banks, the World Bank, UNDP and other multilateral institutions. The
advice will be focused on:

0 Maximizing climate change funding
0 Mainstreaming climate-related objectives into existing financial flows

Technology Transfer

« Parties decide to establishiatergoveramentatonsultative group of technical and scientific
experts on technology transfer under the SBSTA.
e The group will:
Facilitate the exchangmd-reviewof information by creatingrainformationclearinghouse
andenhancing linkages between existiegionaland othetechnology information centers;
- Advise SBSTA on further actions to be taken.
- Focus on ways and means to address the barriers for technology transfer as identified in the
IPCC special report on technology transfer
— Be composed on the basis of eqgedbgraphicatlistributionbetween Annex | and non-Annex
| parties.
- Decisions of the group shall be taken by consensus.
Conclude its work with a final report to SBSTA at its seventeenth session.
« SBSTA will review the group’s workn-a—regutebasis consider its advice and if necessary
request the COP to take any further actioaluding-interalia-programs-and-priorities for
finaneing-of-activitieavith regard to the above activities

Adver se effects of climate change

Encourages Parties not included in Annex | to the Convention to provide information including
for their national communications and any other relevant information sources on their specific
needs and concerns from the adverse effects of climate change.

Actions-te-be-taken-bpnnex Il Partiesreludeare encouraged to support the following actions

®

+ Pilot or demonstration projects to show how adaptation planning and assessment can be
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practically trand ated into projects and integrated into national policy and sustainable

development planning. Non-Annex | Party national communications, other relevant sources

and the staged approach endorsed by the COP will serve asabasis.

Adaptation projects, when sufficient information is available to warrant such activities, inter

aia, in the areas of water resources management, land management, agriculture, health ,

infrastructure devel opment, ecosystems, and integrated coastal zone management

Improved monitoring of diseases and disease control and prevention for Parties affected by

climate change

Avoidance of deforestation and prevention of land degradation, insofar as these activities are

related to climate change

s Strengthening and , where necessary, establishing national and regional centers and
information networks for rapid response to extreme weather events, utilizing information
technology as much as possible

7
0"

7
0"

/
0.0

Actions to addr ess impacts of response measures (Article 3.14)

Annex | Parties and other Partiesin a position to do so decide are encouraged to report in their

national communications on:

s Theeffortsto Hmit minimize the adverse social, environmental and economic impacts of the
policies and measures they have adopted or are planning with the aim of addressing climate

change, such as: reducing or phasing out market-distorting-tastruments{e-g- coal production

subsidies) and reducing erphasing-out-the-use-of -high-emissions energy-carriers from all
SOUrces.

The national communications will be reviewed under the Kyoto Protocol (Article 8). A certain
degree of flexibility shall be allowed to Partiesincluded in Annex | undergoing the process of
transition to a market economy.

7
0"

Actions to addr ess impacts of response measures (Article 4.8)

7

% Annex |l Parties wit are encouraged to assist non-Annex | Parties adversely affected by
response measures through concrete actions based on further methodological work in the field
of technology transfer, capacity building, economic diversification, increasing energy
efficiency infossil fuel production, advanced fossil fuel technologies (including carbon
capture and storage)

¢ Developing country Parties will report on their specific needs and concerns arising from the

implementation of response measures, effectively implementing the guiddines for national

communications

Box B. Mechanisms

COP/MOP <-> Executive Board

A. Composition of the Executive Board of the CDM

/
0.0

Parties agree that the composition of the Executive Board is an essential element in ensuring
integrity, credibility and efficient operationalisation of the system. Parties therefore decide on
a balanced approach in composrtron and votr ng procedures

<+ Equa number of members from the Parties |ncI uded in Annex I and from the Parties not
included in Annex |. (Note: We are open to discussing some compromise between the UN
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regional grouping and Annex |, non-Annex | combination.)

Executive Board members shall make every effort to reach agreement on any proposed
decision by consensus. Any decision shall as alast resort be adopted by athree-fourths
majority vote of the members present and voting at the meeting, and double majority.

Decision-making power of the COP/MOP vis-a-vis the Executive Board

O

The Executive Board shall be subject to the authority and guidance of, and be accountabl e to,
the COP/MOP._The Executive Board shall approve methodologies, approve projects and
issue CERSs.

Institutions for a prompt start for the CDM

5

S

7
0'0

0’0

Parties decide that a prompt start for the CDM will be operationalised by electing the
Executive Board will be elected at the next session of the subsidiary bodies.

The Executive Board will be served by the UNFCCC secretariat.

Prior to COP7, SBSTA will undertake further detailed work on baseline, monitoring, and

related methodologies, with aview to their adoption by COPY7.
Appropriate resources are will be made avail able for the prompt start of the CDM.

Eligibility of project activitiesunder the CDM

o
*

*

/

S

7
0'0

Parties recognize that it is up to the Party’s discretion to judge whether a project activity is in
line with its national strategy on sustainable development.

Annex |- Parties will declare that they will refrain from-using nuclear facilities forrgéng
certified-emission reductions-under the CDM.

Parties decide that because of their contribution to the ultimate objective of the convention
and to sustainable development, the following activities should be given priority and will have
expedited consideration within the rules, modalities and procedures of the CDM:

» renewable energy (inter alia small scale hydro)

> energy efﬁuency improvements

Supplementarity

7

Annex | Parties shatlemonstrate that thageet their emission commitments primarily

through domestic action since 1990emplance-with-this-principle-willbe-assessed-by the
facilitative-branch-of theampliance-committeen the basis of qualitative and quantified
information, reported in national communicationsso, the information on policies and
measures in national communications should be reviewed as the part of the review process
establlshed under Artlclesﬂandrraﬂewedﬂnde%elewmmm;e%ﬁanehshaﬂ advise
ould be

Trading modalities and liability

Parties agree that Article 17 provides opportunities for Parties to fulfill their commitments in a
cost-effective way. Parties also recognize that reporting, review and a strong and enforceable
compliance regimeremaynotbesufficient to prevent Parties from overselling, thereby
potentially endangering the environmental integrity of the system.

Parties therefore decide that Annex B Parties shall retain a portion of their assigned amounts
in their national registries specific to that commitment period. This portion shall be 70 percent
of their assigned amounts or the portion determined on the basis of projected or recent



®
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emissions.
After the annual review of each Party’s emissions data, the portion of assigned amount that
must be retained shall be recalculated and, if necessary, adjusted.

Fungibility

o
*

*

7
0"

7
0"

7
0"

Parties should protect the climate system for the benefit of present and future generations of
human kind, on the basis of equity and in accordance with their common but differentiated
responsibilities and respective capabilities. Accordingly, the developed country Parties should
take the lead in combating climate change and the adverse effects thereof. Parties affirm that
in their actions to achieve the purpose of the mechanisms, Parties shall be guided by Article 2
of the Convention and the principles contained in Article 3 of the Convention.

Parties note that per capita emissions in developing countries are still relatively low and that
the share of global emissions originating in developing countries will grow to meet their social
and developments needs.

Parties recognize that the Kyoto Protocol has not created or bestowed - on Parties included in
Annex | to the Convention and in Annex B to the Protocol — any right, title or entitlement to
emissions of any kind in the pursuance of Articles 3, 6, 12, 17 of the Kyoto Protocol which
affects the consideration or decision-making on subsequent commitments. Parties recognize
that the consideration of such commitments should be based on equitable criteria, common but
differentiated responsibilities and respective capabilities.

Parties note that emissions reduction units (under ‘joint implementation “) and parts of an
assigned amount (under emissions trading) could be added to, or subtracted from, the assigned
amount of a Party. Parties agree that certified emissions reduction units (EDN4}ion

reduction units, and assigned amount units can be used towards meeting the Party’s current
commltments banked for commltment and further transfemngeea#d%&aeldeel%&&heasygned
fance with the
g that

y-be-exchanged

Promotion of geographic distribution of CDM pr oj ects

®
0.0

7
0"

Parties agree that there should be opportunities for all Parties to participate in the CDM and
decide that an eqwtable distribution of CDM prOJects will be fostered. Therefore standardized
baselinesw oha ,may be used for small-scale
prOJectséééMw%and renewable energy projecisid energy efficiency investmertshMw)

. The Executive Board is asked to elaborate on and make recommendations on preferential
treatment of these specific project types.

Parties decide to foster LDC patrticipation in the CDM by:
» Special attention will be paid to institutional capacity building for LDCs;
» CDM projects in LDCs will be exempt from the share of proceeds for adaptation;

»  Publictunding of a COM project shiwh be addittonal to- current ODA.

Public funding of a CDM project should be additional to current ODA.

Procedures for “joint implementation”

®
0.0

Parties note that “joint implementation” takes place among Annex | Parties with greenhouse
gas emission limitation and reduction commitments. Therefore, Parties decide that there is no
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need for stringent procedures on verification if Parties meet the reporting requirements.
Parties note that if Parties do not meet these requirements, they should follow the same
rigorous procedure as-similar to previdedthose provided for under the CDM procedures.

Box C

Japan bdieves that the LULUCEF issue holds one of the keys to a successful conclusion of the

negotiations at the resumed COPS. Interested parties including Japani | continue to discuss
maj or issues regarding the Kyoto Protocol after the Hague meeting.

While those parties have not yet reached an agreement, Japan understands that, as far as

LULUCEF is concerned, the President’s Note has become obsolete as a basis for further
negotiations.

In order to make the resumed COP6 a success, Japan believes it necessary to continue

discussions among interested parties, and intends to report its outcome as soon as an agreement
isreached. Japan is not ready to submit its comments on the LULUCEF issue at this point and
looks forward to reporting on a successful outcome of continued discussions at a later stage.

Box D. Policiesand Measures, Compliance,
Accounting, Reporting and Review

Policies and measur es

7
0.0
7
0.0

Parties decide to continue exchange of information on Policies and Measures.

Parties decide to invite submissions by Annex | Parties on the-meaning-ef-demonstrable
progress and the need for guidelines for reporting on this progress (Article 3.2 of the Kyoto
Protocol) for SBSTA 14, with aview to have afurther consideration at CoP-7.

Compliance: consequences of nhon-compliance with Article 3.1

7
0‘0

7
0‘0

7
0‘0

Parties decide that consequences for non-compliance with Article 3.1 should be agreed in

advance and should not be subject to the discretion of the enforcement branch.

Parties recognize that subtraction of excess emissions from a party’s assigned amount for the

subsequent commitment period agaimsirgentivepenaltyrate guarantees environmental

integrity, provided that the adoption and the entry into force of the emission commitments for

subsequent commitment periods are timely.

Parties note thahcentive-penaltyrates will be an essential element of the compliance

system. Although they will partly serve as an interest rate for the delays in the achievement of

emission commitments, they should also be an incentive to comply and they should, therefore,

be set at aelatively-highlevel that discourages delay

Parties decide that emission commitments for the second commitment period should be

adopted before the beginning of the first commitment period.

Parties decide that, if a Party has been determined as being in non compliance with its

commitments under Article 3.1, the enforcement branch should apply the following

consequences:

» Subtraction of excess emissions from the assigned amount of the subsequent commitment
period.

» Penaltylncentiverate should be set -5 1.1 -and-be-increased-by-0.-25-after the
I : ol it 1l ¥ o I ! of
the-subsequent-commitmentpetriod

» Parties concerned shall after determination of non compliance, develop and submit to the
enforcement branelorits-approvah compliance action plan setting out how they
propose to meet their commitments in the subsequent commitment period.
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Compliance: differentiation between Parties (in particular Annex | and non-Annex |)

7
0‘0

Parties decide that the mandate of the enforcement branch will be limited to obligations that
areincumbent on Annex | Parties.

There will be no digibility requirements for non-Annex | Parties in respect of their
participation in the CDM, recognizing that only Parties can participate in the CDM that have
ratified the Kyoto Protocol and meet commitments under Article 12 of the Convention taking
into account the availability of financial resources.

s Therewill be no differentiation between Annex | Parties and non-Annex | Partiesin respect
of the application of consequences by the facilitative branch.

5

S

Compliance: relationship between the COP/M OP and the Compliance Committee

¢ Parties decide that the role of the COP/MOP should be limited to giving general policy
guidance to the Compliance Committee and that it should not intervene in individual cases.
¢ Parties decide that there is no need for an appeal s procedure.

M andates enfor cement branch and facilitative branch

7
0‘0

Parties decide that the mandate of the enforcement branch covers quantitative emission
commitments, eligibility requirements under Articles 6, 12 (only Annex | Parties) and 17.
All other cases ef-nen-comphaneefall within the mandate of the facilitative branch,
including Articles 2.3, 3.14, 5.1, 7.1, 7.2, 10 and 11, taking into account the character of
commitments for Annex | and Non Annex | Parties.

s Thefacilitative branch shall be responsible for providing advice, facilitation to partiesin
implementing the Kyoto Protocol and promoting compliance of Parties with their
commitments under the Protocol.

7
0‘0

Compliance: composition of the Compliance Committee

¢ Parties decide to establish a Compliance Committee, which shall function through two
branches namely a facilitative branch and an enforcement branch.

Facilitative branch

7

X Thefamlltatlve branch shaII consist of 11 members the mgj orltv nominated by Annex |
Parties.
Facilitative branch members shall make every effort to reach agreement on any proposed
decision by consensus. Any decision shall, as alast resort, be adopted by athree-fourths
maj ority vote of the members present and voting at the meeting;-inetuding-a-majority-in
Annex-tand-nen-Annex-t.plus adouble majority (majority as awhole and in ef Annex | and
non-Annex | Parties).

o
*

*

Enforcement branch
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++ Theenforcement branch shall consist of-11 5 - members nominated by Annex | Parties.

% Enforcement branch members shall make every effort to reach agreement on any proposed
decision by consensus. Any decision shall as alast resort be adopted by a:
> Threefourths maj orlty vote of the members present and voting at the meeting

Compliance: Legal basis, theform of adoption of thefinal result on compliance

¢ Parties decide that the adoption of the compliance system, including binding consequences,
should be legally based on:
» An agreement supplementing the Kyoto Protocol prior to its entry into force

(Delete this section or replace with “adopt by COP/MoP decision”.)
New Box

Issues Related to Article 4

» There must be parity of treatment among all Annex | Parties, including those under an Article 4
arrangement

* Interms of compliance, environmental integrity dictates that any restrictions on transfers of
assigned amount must include transfers under an Article 4 agreement.

e Surplus assigned amount may not be banked by Article 4 Parties when any members of the

arrangement needs such assigned amount to meet its Article 3.1 commitment. Pursuant to Article

4.6 of the Protocol, any consequences for non-compliance with Article 3.1 apply to both the
regional economic integration organization and any individual member state in non-compliance.

* Interms of mechanisms, a Party may not participate in mechanisms if another member of its
Article 4 arrangement is not meeting eligibility requirements. Any limitations relevant to Article
17 apply equally to Article 4.

* Any recommendations regarding domestic action apply to each individual member of an Article 4
agreement.

e In order to assess compliance with Protocol commitments, reporting requirements must apply to
Article 4 Parties both collectively and as individual Parties.
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SUBMISSION NO. 13: KENYA
VIEWSON THE INFORMAL NOTE BY THE PRESIDENT OF COP6
The views given here are as per the president’s note issued on 23 November, 2000 at 7.04pm.

On the whole, His Excellency the President Hon. Jan Prank, did an excellent job reducing the
documents worked on by the negotiators to 13 pages.

However, we have some views and questions on the informal note as given below.

BOX A CAPACITY BUILDING, TECHNOLOGY TRANSFER, IMPLEMENTATION OF
ARTICLESA4.8/4.9; 3.14, FINANCE

ADAPTATION FUND

e The IPCC has singled out Africa as being the most vulnerable to Climate Change. Not all
countries in Africa belong to the group of SIDS or LDCs yet they are extremely vulnerable as has
been exemplified by the losses these countries suffered in the last EI-Nino event. These losses
amounted to several years worth of economic growth and development. Therefore, a special
consideration be made to those African countries that are vulnerable to climate change based upon
experience of recent losses from climate variations including extreme events that are projected to
be on the increase in a globally warm world.

« Noting that support to adaptation has been limited to preparations of National Communications
under the UNFCCC, and that Annex Il Parties have been extremely reluctant to provide support
for the costs of adaptation, further noting that adaptation will require enormous resources, relying
on the (low) revenue for adaptation produced by the CDM (especially if there are few projects) is
very risky.

There has to be other more reliable sources and this has to be clearly spelt out.

CONVENTION FUND

This is supposed to be a new and additional funding being made available by Annex Il, yet the sources
of funding being mentioned do not reflect any additionality are left as:-

1. Third replenishment to the GEF

Could this be indicated as an increase in theeBlenishment? This is because the level of
funding was determined before COP-6 and the funds have already been earmarked for certain
activities that may not necessarily include those under discussion.

2. Voluntary Contribution by Annex Il Parties

We cannot rely on voluntary contributions. This should be made mandatory as Parties have been
known to proclaim their goodwill and yet not live up to those commitments.

3. Transfer of AAUs

This could be new but it is only limited to Article 17 and therefore tied to Kyoto Protocol coming
into force. These funds could be very limited.
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4. ODA
This has been dwindling
GEF

The current decision making structure of the GEF does not respond to theissues at hand. The

statement on how the GEF will manage the fund is arepetition of the position asitisnow. There
is need to modify the GEF procedures and project cycles so as to be more flexible and responsive
to developing country needs. There should be a proposa on the improvement of the delivery
system of the GEF.

RESOURCES

e There should be clarity on the statement “Parties have agreed to increase resources for Climate
Change funding through other channels”.

Does this mean all Parties to the UNFCCC?

» Since CDM is being levied, Parties should also agree to apply a levy on article 6 and on article
17. These two are the only mechanism between Annex | Parties and therefore should be
levied much more.

The levy on all these mechanisms have to be agreed on together. This would involve long
protracted negotiations if left for later.
TECHNOLOGY TRANSFER

Technology transfer of environmentally sound technologies and know-how to developing
countries are essential requirements for developing countries to contribute to the ultimate
objective of the convention.

Parties will recall the decision made at COP4 on a consultative process that was established by
the Chairman of SBSTA. The process considered the list of issues that were contained in the
Annex to the decision and recommendations were made by Parties at the regional workshops
that have so far assisted in the development of a framework for meaningful and effective actions
to enhance implementation of Article 4.5 of the Convention.

The first statement on this box A states that “Parties have reached an agreement on frameworks
for technology transfer .............. measures”.

Therefore, there should be a link made to the framework, which will guide the activities under
technology transfer.

We support the establishment of an expert group based on equitable geographical representation
to provide scientific and technical advice on the implementation of the commitments in Article
4.5,

The expert group should also advice on technology and technology needs assessments under the
Convention including;

Establishment of regional and national centers of Technology Information and Transfer
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»  The expert group should not just focus on the IPCC Special Report but a so the work done
under the UNFCCC on Technology Transfer to date, including submissions made by Parties.

»  Cognisance should be made of recommendations made at the regional workshops (especially
barriers as identified by Parties).

e Under the clearinghouse established, Annex |l Parties shall take practical action to ensure the

full implementation of Article 4.5 of the Convention. The progress on implementation shall be
reported to the Conference of the Parties.

» Asdeveloping countries are at different stages of development, work on capacity building in
this area should start at different levels covering technology needs assessment, human
resources development, design installation etc. and demonstration projects.

BOX C - LAND-USE, LAND-USE CHANGE AND FORESTRY

LULUCF UNDER THE CLEAN DEVELOPMENT MECHANISM

While Kenya does not dispute the environmenta benefits that accrue from forestry projects, we do not
support the inclusion of afforestation and reforestation projects under the CDM. Some of the reasons
are asfollows:-

e Curtailment of sustainable development rights

* Negative impacts on biodiversity

e Uncertainty and lack of permanence

» Poalitical and socia upheavals associated with land-use and land tenure

* Negative impacts on indigenous population

e Creation of loopholes for the meeting of the QEL ROS (and domestic action)

e Projects on LULUCF will not have any components on technology transfer, financial transfer nor
capacity building. Consequently, these commitments that are stipulated in the Convention will not
be fulfilled.

BOX D - POLICIESAND MEASURES, COMPLIANCE, ACCOUNTING REPORTING AND
REVIEW

COMPLIANCE - DIFFERENTIATION BETWEEN PARTIES (IN PARTICULAR
ANNEX 1 AND NON-ANNEX 1)

Kenya believes that there should be differentiation between Annex 1 Parties and non-Annex 1 Parties
in respect of the application of consequences by the facilitative branch. Stipulating that there be no
differentiation that would negate the principle of common but differentiated responsibilities.
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SUBMISSION NO. 14: LEBANON

Editor’'s note: Below is the text of a letter received by the UNFCCC secretariat from
Mr. Michael Moussa, Minister of Environment of Lebanon.

Antelias, 15 January 2001

In reference to you letter dated December 5, 2000 regarding submission of views from Parties
on theinformal note by Mr. Pronk President of COP6 dated 23 November 2000(Decision 1/CP6), we
would like to inform you that Lebanon fully supports the Amendments of G77 and Chinato Mr.
Pronk’s Note, hoping that consensus would be reached in the next resumed COP6 meeting and
ensuring sustainable development for a better environmental future.

Yours sincerely,

Michael Moussa M.D.
Minister of Environment
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SUBMISSION NO. 15: NEW ZEALAND
Australian and New Zealand comments upon note by the President of COP6

Additional activities and accounting under Article 3.4

First interval (full crediting up to level of 3.3 debit)

»  Parties recognise the unintended outcome of article 3.3, namely that countries who have
an overal increase in their total forest carbon stock, may nevertheless have their assigned
amounts reduced because of accounting and definitional conventions under article 3.3.

»  Therefore, Parties decide that Parties may fully account for carbon stock changes and net
GHG emissionsin areas under forest management up to alevel that is equal to the net
debit incurred under the provisions of article 3.3, under the condition that the total forest
carbon stock change since 1990 in that country compensates the net debit incurred under
the provisions of article 3.3. Thisfirst interval shall not be more than 30 Mt CO, per year.

> Parties also recognise the unintended outcome under Article 3.3, in situations where
Parties have created new fast growing forests after 1990 which are then harvested, those
Parties would effectively lose assigned amount equivalent to the total carbon stock
increase since 1990 when they had only received credit for the carbon stock increase since
2008.

> Therefore Parties decide that reductions in assigned amount resulting from harvesting,
following forest establishment since 1990, shall not be greater than previously earned
increases in assigned amount from carbon stock increases on that unit of land.
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SUBMISSION NO. 16: NIGERIA
(on behalf of the Group of 77 and China)

G77/China Amendment to Mr. Pronk’s note
Attached is an amendment to the note by the President of COP-6, Mr. Pronk’s guidance note. The
attachment only addresses the issue raised by the note and does not reflect all issues which
G77/China has stated positions. The G77/C issues are clearly stated in the negotiating documents
of SB13 and in the statements of the Minister of Environment of Nigeria, the G77/C leader.

G77/China Amendment to Mr. Pronk’s note

Box A. Capacity building, technology transfer,
I mplementation of Articles 4.8/ 4.9; 3.14, finance

Funding mechanisms (and guidance to the GEF and guidance to the Executive Board)

(Guidance to the GEF, as an operating entity of the financial mechanism, is contained in doc.
No. FCCC/SBI/2000/CRP. 16/Rev.1)

Parties have reached general agreement on frameworks for technology transfer, capacity building,
adaptation and impacts of response measures.

Adaptation fund

Parties decide to create a new fund under the COP/MOP: the adaptation fund. Guidance shall be
given to the fund and specia consideration will be given to the needs of the LDCs and SIDs.

¢ An adaptation fund shall be established under the COP/MOP as atrust fund.
The implementation of concrete adaptation projects in non-Annex | Parties will be financed
(stage Il activities). Finance will be generated by the share of proceeds on the CDBD@6
of 10% of the CERs generated by a project)Projects will be implemented by the UN
specialized agenciesAnnex Il Parties will transfer [X] percent of their assigned amount
to the registry of the fund. Annex | Parties can acquire these units, on the basis of Article
17, for the purpose of meeting their commitments of Article 3.1.] (moved).

¢+ The CDM Executive Board shall manage the fund. The Board shall function under the
guidance of, and be accountable to, the COP/MOP. Such guidance shall be given by
COP/MOP on programs, priorities and eligibility criteriafor funding of adaptation activities.

% Thefollowing activities will be included in the category of adaptation activities, inter alia, ,

in the areas of water resources management ,prevention of deforestation, land

management, agriculture, health , infrastructure development, ecosystems, integrated

coastal zone management, combating land degradation and desertification, particularly in

Africa, and sea-level rise.

UN specialized agencies shall be the trustee of this fund

7
0‘0

Soecial fund

Parties decide to create a new Special Fund for climate change activities under the trusteeship of a
UN specialized agency, such asthe UNEP. The guidance shall be given to the fund by the COP
and special consideration will be given to the needs of the LDCs and SIDs.

¢+ The Specia Fund shall be a separate entity under the Convention.
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¢ Under this special fund, new and additional funding shall be made available by Annex |1
Parties for activities in devel oping countries: technology transfer of and technica support for
environmentally sound technology, capacity building activities identified in the framework
(contained in doc. Nos. FCCC/SB/2000/CRP.16), assistance with economic diversification.

¢ Sources of funding shall be new and additional mandatory contributions by Annex Il Parties

¢+ Thefund shall be managed under the guidance of the COP. The special fund shall function
under the specid guidance of, and be accountable to, the COP. This shall ensure more
responsiveness to the needs and priorities and projects of developing countries. Ownership and
“country-drivenness” in projecthall be enhanced.

Resources

In addition to the Adaptation and tBpecial Fund Parties agree to increase resources for climate
change funding, through other channels. They agree that the supf te#al and additional

financing to be provided by Annex |1 Partieson a grant or concessional basis should reach

the level of one billion US$ on an annual basis, as soon as possible, but not later than in the year
2005. Ifthe resourceseferred above in 2005 would be less than one billion U8 an annual

aver age basis between 2000 and 2005, Parties agree to apply a levy on article 6 (Joint
Implementation) and / or article 17 (emission tradimghe extent of fully covering the balance

of the unfulfilled commitment referred above.

Thefollowing criteria shall apply to all funds and funding mechanismg/entities under the
Convention and the Protocol: new and additional resources, on a grant or concessional basis,
adequacy, predictability, agreed full costsfor Article 12.1 activities and agreed full
incremental coststo other Article 4.1 activities.

Climate Resour ces Committee

Parties decide to establiaha subsidiary body of the COP a Climate Resources Committee at

COP7, with the following mandate:

s Toreview thesufficiency of financing and institutional arrangementsfor climate change

%+ To give policy advice to existing financing channels and institutions such as the GEF, Regional
Development banks, the World Bank, UNDP and other multilateral institutions. The advice
will be focused on:

¢ Increasing climate funding

» Mainstreamingrequest clarification)

% Monitoring and assessment

CAR)

L)

CAR)

Capacity building

Parties decide to establish a framework to guide capacity building activities related to the
implementation of the Convention and effective participation in the Kyoto Protocol, in order to
assist non-Annex Il PartiegSee Draft Decisions FCCC/SB/2000/CRP.16 and
FCCC/SB/2000/CRP.17).

Technology transfer

% Parties decide to adopt [when finalized] the framework [Annex...] for meaningful
and effective implementation of Article 4.5 of the Convention

¢ Parties decide to establish an intergovernmental consultative group of technical and

scientific experts on technology transfer under the SBSTA



The group will:

Facilitate the exchange and review of information by creating an infor mation clearing
house and national, subregional, and regional technology transfer centers,

Evaluation, assessment, review and reporting of the progress of technology transfer in
relation to article 4.5.

Advise SBSTA on further actions to be taken.

Focus on ways and means to address the barriers for technology transfer.

Be composed on the basis of equitable geographical distribution based on existing UN
groupings.

YVVV ¥V 'V
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SBSTA will review the group’s work on a regular basis, consider its advice and if
necessary request the COP to take any further action, including inter alia programs and
priorities for financing of activities.

Articles4.8, 49 & 3.14:

General comment :
The introduction of the paper on page 1 says that the paper addresses unresolved issues.
Turning to the actual text, on pages 4 & 5, it addresses some resolved issues and fails to
address a number of unresolved issues.

The unresolved issues are:

1. Whether one or two decisions,
2. Use of mandatory language,
3. Linkages with Articles 5, 7 & 8.

Apart from the omission of the above unresolved issues, the paper addresses the following
extraneous issues:
1. Avoidance of deforestation and land degradati§rb(#let under adverse effects of
climate change),
2. Reference to “high energy carriers®@ullet under Article 3.14).

I1. Specific Text Proposals

Adver se Effects of Climate Change

]

% Bullet 1: Replace “can” on thé*line with “may”; on the 3" line, after national
communications, inserghd/or”. This comment appliesto all partswherethereisa
reference to national communications and other relevant information (under 4.8/4.9
Decision).
Bullet 2: Delete the word “sufficient” . Add fragile mountains ecosystems.
Bullet 3: Delete the part after the word “prevention” up to “climate change” and replace
with “in the context of” .
¢ Bullet 4: This should be deleted since it congtitutes an extraneous issue that was not part of

the original agreed text*.

* Subsequently reviewed by plenary for possible change.

5

S

5

S

>

Actions to address impacts of response measures (Article 3.14)

We are not in total agreement with the contents of this section and recommend the
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following changes, understanding that the language should comply with the language of the

Protocol:
1.
2.
3.
Section A
1.
2.
3.
4.
5.
6.

Chapeau should reat&ch Annex 1 Party decidestoreport in their national
communications and national inventory report”;

Bullet 1 — Delete “the Efforts to limit” and replace witWhat actions they have
taken to addressthe adverse "; Delete the last part of Bullet 1 after (coal

subsidies).
Insert the G77/China position as reflected in FCCC/SB/2000/CRP.18, sections A & B,
pages 15— 20. The G77/C position in sections A&B reads as follow:

Decides that Annex | Parties shall provide information, as part of the necessary
supplementary information to their annual inventory report, in accordance with the
guidelines under Article 7.1 of the Kyoto Protocol, on their actions in striving,
under Article 3.14 of the Kyoto Protocol, to implement their commitments
mentioned in Article 3.1 of the Kyoto Protocol in such a way as to minimize
adverse social, environmental and economic impacts on developing country
Parties, particularly those identified in Article 4.8 and 4.9 of the Convention;

Decides that Annex Il Parties shall provide assistance to non-Annex | Parties to
enable them to provide information on their specific needs and concerns related to
the adverse social, environmental and economic impacts that may arise from the
implementation of commitments under Article 3.1 of the Kyoto Protocaol;

Decides that Annex | Parties shall provide information , bstg], to the

Conference of the Parties serving as the meeting of the Parties to the Kyoto
Protocol, through the secretariat, on their intended policies and measures, their
impacts, and suggested ways to minimize these impacts;

Decides that Annex | Parties shall provide information, including the relevant
information identified in the appendix to the guidelines for the preparation of
information required under Article 7 of the Kyoto Protocol
(FCCC/SBSTA/2000/CRP.17) [, by the time of COP/MOP 2], to the Conference of
the Parties serving as the meeting of the Parties to the Kyoto Protocol, in
accordance with guidelines developed under Article 7 of the Kyoto Protocol
through the secretariat, on their intended policies and measures, their impacts, and
measures taken to minimize these impacts;

Decides that Annex | Parties shall provide information in their annual inventory
report in accordance with guidelines developed under Article 7.1 of the Kyoto
Protocol by [COP/MOP 2], to the Conference of the Parties serving as the meeting
of the Parties to the Kyoto Protocol through the secretariattenalia, progress

on their reduction and phasing out of existing market imperfections, fiscal
incentives, tax and duty incentives and subsidies in their energy sector, and on their
plans to reduce or phase out such distortions;

Aware that the consideration of actions under Article 3.14 to address the impact of
the implementation of response measures must meet the specific needs and
concerns of developing country Parties;
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Decides to develop, by the time of COP/MOP 2, mandatory criteriato determine if
Annex | Parties are in compliance with their commitments to minimize adverse
effects, including the adverse effects of climate change, effects on international
trade, and social, environmental and economic impacts on other Parties, especialy
developing country Parties, and in particular those identified in Article 4.8 and 4.9
of the Convention;

Invites the Intergovernmental Panel on Climate Change, in cooperation with other
relevant organizations, to prepare atechnical paper on geological carbon storage
technologies, covering current information, and report on it for its consideration at
its Xx session;

(Proposal by the Group of 77 and China, as amended by Saudi Arabia):
Decides, by the time of COP/MOP 2, that Annex | Parties shall start to

implement the actions listed below, and shall report, in their annua inventory report, on
actions related to subparagraphs (a) to (c) below, and in their national communications on
actions related to subparagraphs (d) and (€) below, in accordance with guidelines
developed under Article 7:

a)

b)

10

Restructuring their tax systems to reflect the greenhouse gas content in all greenhouse
gas emitting sectors, and removing subsidies;

Discouraging the production of fossil fuelsin Annex | Parties, and concentrating on
domestic actions that will not negatively impact their fossil fuel imports from
developing country Parties;

Discouraging the use of environmentally unsafe and unsound technologies, in
particular nuclear energy, by reflecting their huge externalities, and ensuring that
exigting nuclear energy plants are constantly monitored to guarantee optimal safety;

Removing the existing barriers (political and regulatory) to the use and import of oil,
particularly in relation to the el ectricity sector;

Encouraging wider use of carbon dioxide emission reduction, and carbon capture and
storage technologies;

(Group of 77 and China proposal as amended by Saudi Arabia):

Decides that Annex Il Parties shall start to implement the actionslisted in
subparagraphs (a) and (b) below, and shall report back in their annual inventory in
accordance with guidelines developed under Article 7.1 on their minimization
efforts, by the time of COP/IMOP 2:

a) Assisting developing country Parties which are highly dependent on the export and
consumption of fossil fuelsin diversifying their economies;

b) Providing prompt, adequate and just compensation to developing country Parties
adversely impacted by the implementation of response measures by Annex |
Parties;
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11 Ecourages Annex-l Parties to adopt policies and measures that will result in
reductionsin emissions of greenhouse gases, as a contribution to minimizing the
adverse effects of climate change, and to provide information on these policies and
measures in their national communications;

12 Decides, on the basis of the output of the workshops referred to in this
decision, and in accordance with Article 3.14 of the Kyoto Protocol, and the
relevant provisions of the Convention, to take actions related to compensation,
funding, insurance and technology transfer, for proven adverse impacts of
response measures on developing country Parties;

Actionsto address impacts of response measur es (Article 4.8)

< Bullet 1 — Replace “will” with $hall”’; and in the third line, delete “energy” and in ttfe 4
line, replace “production” witlactivities
« Bullet 2 — delete entire bullet and replace with the agreed language in paragraph 11, page 8
in document FCCC/SB/2000/CRP.18. Which reads,
“Encourages non-Annex 1 Parties to provide information in their national communications
and/or other relevant reports on their specific needs and concerns arising from the impact of
the implementation of response measures.”

Specific Needs of LDCs, including the Small Island Developing States — SIDS amongst them
(Article 4.9)

1. Amend the title to read “Specific Needs of LDCs, including Small Island Developing States
SIDS, amongst them (Article 4.9);

2. Include the Ingtitutional Development Fund as contained in document
FCCC/SB/2000/CRP.18.

3. Include new paragraph reading: Develop expedited and streamlined proceduresto provide
funding to LDCs on a priority basisto: (a) Support and Promote the effective
implementation by them of the capacity-building framework annexed in COP6 Decision
XX, and to (b) assist them in overcoming their institutional limitations which impede their
effective ability to address and cope with the impact of climate change and support their
activitiesidentified in paragraph XX of COP 6 Decision XX.

Box B. Mechanisms

COP/MOP <-> Executive Board

Composition of the Executive Board of the CDM

Parties agree that the composition of the Executive Board is an essential e ement in ensuring
integrity, credibility and efficient operationalisation of the system. The balance in the
Executive Board will be in accordance with current UNFCCC practices (equitable
geographical representation of the five UN regional groupings, taking into account the interest
groups as reflected by the current practice in the UNFCCC Bureau).

Equal numbers of members from each of the five UN regional groups, plus one representative
from the group of small island devel oping States (21members).

Executive Board members shall make every effort to reach agreement on any proposed
decision by consensus. Any decision shall as alast resort be adopted by a three-fourths

maj ority vote of the members present and voting at the meeting.
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Decision-making power of the COP/MOP vis-a-vis the Executive Board

7
0‘0

The Executive Board shall be subject to the authority and guidance of, and be accountable to,
the COP/MOP.

Institutions for a prompt start for the CDM

3

S

3

¢

Parties decide that a prompt start for the CDM will be operationalised by electing the
Executive Board will be elected at the next session of the COP.

The Executive Board will be served by the UNFCCC secretariat.

Appropriate resources shall be made available for the prompt start of the CDM.

Eligibility of project activitiesunder the CDM

Regarding bullet no. 2, i.e., referenceto nuclear facilities, thereisno group position; a

number of country Parties position isthat nuclear projects should not be excluded from the

CDM. The position of these Partiesisthat thereference to nuclear projects must be deleted.

o
*

*

Parties recognize that it is up to the host developing country Party’s discretion to judge
whether a project activity is in line with its national strategy on sustainable development.
Annex | Parties will declare that they will refrain from using nuclear facilities for generating
certified emission reductions under the CDM.

The Executive Board shall define and implement an expedited procedure for small scale
projects which contribute to the sustainable development of non-Annex | Parties and to the

Under the guidance and approval of COP/MOP, the Executive Board shall further develop
rules and modalities for the operationalisation of this decision.

Public funding of a CDM project should be additional to ODA and other financial
commitments.

Supplementarity

R/
0.0

Annex | Parties shall meet their emission commitments primarily through domestic action
since 1990. Participation of each Party shall be contingent on that Party demonstrating to the
Protocol’'s compliance system that domestic actions constitute the principal means for
achieving its Article 3 commitments. Each Partys’ use of the mechanisms under Article 6, 12

& 17 collectively shall not exceed 9 per cent of its assigned amount pursuant to their quantified

b ompliance
jedH io ed-innational

e i hve A3 3, hOWtO
eported to
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Trading modalities and liability

Parties agree that Article 17 provides opportunities for Parties to fulfill their commitmentsin a
cost-effective way. Parties also recognize that reporting, review and a strong and enforceable
compliance regime are not sufficient to prevent Parties from overtransferring, thereby
potentially endangering the environmental integrity of the system.

Eligibility shall be demonstrated by transferring and acquiring Parties before trading.
Parties must demonstrate compliance of their Articles5 & 7 commitments.

Parties therefore decide that Annex B Parties shall retain a portion of their assigned amountsin
their national registries specific to that commitment period. This portion shall be 98 percent of
their assigned amounts or the portion determined on the basis of projected or recent emissions.
After the annual review of each Party’s emissions datgyahteof assigned amount that must
be retained shall be recalculated and, if necessary, adjusted.

A shar e of the proceeds based on transactions under Article 17 to assist developing
country Partiesthat are particularly vulnerable, aslisted in Article 4.8 of theConvention
to meet the costs of adaptation.

Fungibility

7
0‘0
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Parties should protect the climate system for the benefit of present and future generations of
human kind, on the basis of equity and in accordance with their common but differentiated
responsibilities and respective capabilities. Accordingly, the developed country Parties should
take the lead in combating climate change and the adverse effects thereof. Parties affirm that in
their actions to achieve the purpose of the mechanisms, Parties shall be guided by Article 2 of
the Convention and the principles contained in Article 3 of the Convention.

Parties note that per capita emissions in developing countries are still relatively low and that
the share of global emissions originating in developing countries will grow to meet their social
and developments needdhile affirming that developed country Parties shall continueto

limit and reduce their emissonswith the aim of attaining lower levels of emissions

through domestic action with a view to reducing per capitainequitiesin emissions

between developed and developing country Parties.

Parties recognize that the Kyoto Protocol has not created or bestowed - on Parties included in
Annex | to the Convention and in Annex B to the Protocol - any right, title or entitlement.
Parties note that emissions reduction units (under ‘joint implementation “) and parts of an
assigned amount (under emissions trading) could be added to, or subtracted from, the assigned
amount of a Partywithout altering any Party’s assigned amountParties agree that certified
emissions reduction units (CDM) could be added to the assigned amount of a Party and could

be used for the purpose of contributing to compliance with the quantified emission limitation

and reduction commitments in Article 3 without altering that Party’s assigned amount pursuant
to its commitments inscribed in Annex B.

Promotion of geographic distribution of CDM pr oj ects

Parties agree that there should be opportunities for all Parties to participate in the CDM and
decide that an equitable distribution of CDM projects will be fostered. Therefore standardized
baselines, which are based on an appropriate Annex | average, may be used for small-scale
projects (<XMw) and renewable energy projects (<XMw) The Executive Board is asked to
elaborate on and make recommendations on preferential treatment of these specific project
types.

Parties decide to foster LDC participation in the CDM by giving special attention to
institutional capacity building for LDCs.
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s CDM projectsin LDCs shall be exempt from the share of proceeds for adaptation.

Procedures for “joint implementation”

< Parties note that “joint implementation” takes place among Annex | Parties with greenhouse
gas emission limitation and reduction commitmeBtsgibility criteria shall be
demonstrated. Compliancewith Articles5 & 7 shall be demonstrated by both acquiring
and transferring Parties before acquisitions and transfers. Projectsunder Article 6 shall
follow the same rigorous procedur e as provided for under the CDM procedures.

% A share of the proceeds shall be applied to Article 6 to assist developing country Parties that
are particularly vulnerable, as listed in Article 4.8 of the Convention to meet the costs of
adaptation.

Box C. Land-use, Land-use change and forestry

Definitionsfor afforestation, refor estation and defor estation under article 3.3

(new introduction) Parties decide that LULUCF activities will be based on the following
principles:

(a) Any land-use, land-use change and forestry activity carried out in addition to the commitments
made under Article 4.1(d) of the Convention for the purposes of determining compliance of Annex

| Parties with their quantitative emission limitation and reduction objectives under the Kyoto
Protocol, must not change the global effect of the Kyoto Protocol, which is to mitigate climate
change in the first commitment period equivalent to reducing Annex | anthropogenic emissions by
sources covered by Annex A to the Kyoto Protocol by an aggregate proportion of at least 5 per cent
with reference to their 1990 levels, in accordance with Article 3.1 of the Kyoto Protocol;

(b) For the purposes of determining compliance of Annex | Parties with their quantitative
emission limitation and reduction objectives, any land-use, land-use change and forestry activity
must not result in an increase of anthropogenic emissions by sources minus removals by sinks
deriving from the application of removals by sinks of carbon dioxide, indirect nitrogen fertilization
effects and dynamic age structures;

(c) In view of the impact of climate change on forests and desertification, forest conservation
and rehabilitation of degraded vegetation cover are potential climate change adaptation activities,
and as such could be included among those activities to benefit from the share of proceeds of the
mechanisms of the Protocol intended to meet the cost of adaptation. This is without prejudice to
decisions on land-use, land-use change and forestry activities in the mechanisms of the Kyoto
Protocol;

(d) The rules for the inclusion of land-use, land-use change and forestry activities in the
accounting of Annex | countries, for purposes of compliance with their commitments under the
Kyoto Protocol, must not imply a transfer of such commitments to a future commitment period,

(e) Carbon removed by land-use, land-use change and forestry activities shall be considered as a
temporary removal. Any Annex | Party that makes use of such removal to achieve compliance
with its Kyoto Protocol commitment shall continue to be responsible for any subsequent emissions;

(f) In the methodologies to account for emissions by sources and removals by sinks in the land-
use, land-use change and forestry sector, no consideration shall be given to the simple presence of
stocks of carbon, in line with the provisions of Article 5.2 of the Kyoto Protocol,
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New preamble: COP recommends to COP/M OP the following decisions:
Definitionsfor afforestation, reforestation and deforestation under article 3.3
Ist paragraph: Delete second sentence

2nd paragraph:: Parties decide to establish a process to investigate the feasibitity-of applying
inclusion of biome-specific definitions for future commitment periods.

Additional activities and accounting under Article 3.4

Option 1: Strongly held view to oppose any work on 3.4 for first commitment period due to the fact
that the Article 3.4 of the Kyoto Protocol refersto the application of these activitiesin the second
commitment period.

Option 2: Revise text by:

Eligible activities:

Ist paragraph: Parties decide to establish a process under SBSTA to develop a comprehensive set
of definitions for the following activities: grazing land management, cropland management and
forest management (del ete reference to broadly based land management activities) and
revegetation/ vegetation degradation (new).

2nd paragraph (new): Parties will also decide to establish a process under SBSTA to assess aspects
of associated with scale, uncertainties and risk associated with the above-listed activities.

Accounting

Second paragraph: Therefore Parties decide that the contribution of additional activities under
article 3.4, towards meeting a Party’s target in the first commitment period shall be limited to 3%
1% of the Party’s base year emissions’

Second interval first paragraph: Parties decide that carbon stock changes accounted for in
accordance with the provisions of article 3.4 shall, for the broadly defined management activities
exclude the effects of :

Second paragraph: Therefore, Parties shall apply areduction of 30% of the net carbon stock
changes and net GHG emissions removals that result from additional cropland and grazing land
management activities and of 85% to the-net-carbon stock ehanges and ret GHG emissions
removals that result from additional forest management.

Additional activities under Article 3.4 in the second and consecutive commitment periods

First paragraph: Parties decide that the CoP/MOP shall, prior in parallel to the fixing of emission
commitment periods, review the list of agreed additiona activities for use in second -and
subseguent-commitment periods, together with the rules, modalities and guidelines for the
accounting.

I mplementation of Article 3.7

Second paragraph: Partiesto decide that eligibility to make use of this provision will be
determined on the basis of areviewed national inventory review by Expert Review Team as
established under Article 8.
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LULUCF under the Clean Development Mechanism

Second sentence of the first paragraph: (No agreed position)

Second paragraph, second sentence: However, these activities will be labeled as prierity potential
projects to be funded under the adaptation fund in order to address drought, desertification and
watershed protection, forest conservation, restoration of native forest ecosystems, restoration of
salinised soils.

Fourth paragraph: Parties therefore decide to establish a process under the SBSTA at its fifteenth
session to develop rules and modalities taking into account further methodological work by the
IPCC, where-necessary, to deal with these issues.

Fifth paragraph (new): No afforestation and reforestation activities will be eligible under the CDM
until the SBSTA and the IPCC have completed their methodol ogical work described in paragraph 3
and have made recommendations in this regard.

Sxth paragraph (new)_: No afforestation and reforestation activities will be eligible under the
CDM if they result in the destruction of natural forests or the loss of biologicd diversity.

/7
0.0

7
0.0

Seventh paragraph (new): No more than 10% of CERs validated, will come from LULUCF
activities..

Additional activities and accounting under Article 3.4

Eligible activities:

[

Parties decide that a Party may include the following activities: grazing land management,
cropland management and forest management (broadly defined land management activities),
revegetation (narrowly defined activity).

Accounting:

7
0.0

Parties recogni ze that the scale of the activities applied could lead to major modifications in the
effort for Parties to meet the article 3 commitments.

Therefore Parties decide that the contribution of additional activities under article 3.4, towards
meeting a Party’s target in the first commitment period shall be limited to 3 % of the Party’s
base year emissions.

In addition Parties decide that accounting for additional activities shall take place in two
distinguished intervals:

First interval (full crediting up to level of 3.3 debit)

Parties recognize the unintended outcome of article 3.3, namely that countries who have an
overall increase in their total forest carbon stock, may nevertheless have their assigned
amounts reduced because of accounting and definitional conventions under article 3.3.
Therefore, Parties decide that Parties may fully account for carbon stock changes and net
GHG emissions in areas under forest management up to a level that is equal to the net debit
incurred under the provisions of article 3.3, under the condition that the total forest carbon
stock change since 1990 in that country compensates the net debit incurred under the
provisions of article 3.3. This first interval shall not be more that 30 Mt.CO

Second interval (discounted crediting in remaining interval to factor out non-direct human
induced effects and to address uncertainty)
Parties decide that carbon stock changes accounted for in accordance with the provisions of
article 3.4 shall, for the broadly defined management activities, exclude the effects of
[ indirect nitrogen deposition,
[ elevated CO2 concentrations,
[ other indirect effects and,
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[l (for forest ecosystems) the dynamic effects of age structure resulting from management
activities before 1990
Therefore, Parties shall apply areduction of 30% to the net carbon stock changes and net GHG
emissions that result from additional cropland and grazing land management activities and of
85% to the net carbon stock changes and net GHG emissions that result from additional forest
management.

Additional activitiesunder Article 3.4 in the second and consecutive commitment periods

[

Parties decide that the CoP/moP shall, prior to the fixing of emission commitments for
subsequent commitment periods, review the list of agreed additional activitiesfor usein
second and subsequent commitment periods, together with the rules, modalities and guidelines
for their accounting.

Parties further decide that accounting of carbon stock changes and net GHG emissions shall be
limited to direct human induced changes on carbon stocks and net GHG emissions. Parties
therefore establish a process to periodically review the approach taken with respect to factoring
out, taking into account methodol ogical work by the IPCC on this matter.

| mplementation of Article 3.7

[

Parties note that, for those Parties for whom land-use change and forestry constituted a net
source in 1990, emissions and removal s resulting from land-use change should be included in
the 1990 emissions base year in accordance with the provisions of Article 3.7.

Parties decide that eligibility to make use of this provision will be determined on the basis of a
reviewed nationa inventory

LULUCF under the Clean Development M echanism

Parties agree that LULUCF activities can contribute to the two-fold purpose of the CDM.
Parties therefore decide to include afforestation and reforestation under the CDM. However
they also recognize the special concerns, which arise from implementing these projects.
Parties decide that activities, preventing deforestation and land degradation, will not be eligible
as credit generating projects under the CDM. However, these activities will be labeled as
priority projects to be funded under the adaptation fund in order to address drought,
desertification and watershed protection, forest conservation, restoration of native forest
ecosystems, restoration of salinised soils.

Parties recognize that accounting modalities and definitions for Article 3.3 may need to be
modified, and that the issues of non-permanence, socia and environmental effects, leakage,
additionality and uncertainty should be properly addressed. LULUCF projects would also need
to bein conformity with the objectives of other multilateral environmental agreements.

Parties therefore decide to establish a process under the SBSTA to develop rules and
modalities taking into account further methodol ogica work by IPCC, where necessary, to deal
with these issues.

Box D. Palicies and Measures, Compliance,
Accounting, Reporting and Review

The whole paragraph below is replaced by the draft decision on “Good Practices”in policies

and measures among Parties included in Annex | to the Convention
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Policies and measur es

¢ Parties decide to continue exchange of information on Policies and Measures.

Parties decide to invite submissions by Annex | Parties on the meaning of demonstrable
progress and the need for guidelines for reporting on this progress (Article 3.2 of the Kyoto
Protocol) for SBSTA 14, with aview to have afurther consideration at CoP-7.

o
*

*

Add thefollowing GENERAL NOTE:

The partiesagreethat the basis of negotiation isthe text contained in document
FCCC/2000/CRP.15/Rev 2

Compliance: consequences of non-compliance with Article 3.1

Add:

Parties agreed that wher e the enfor cement branch has determined that an Annex | Party is
not in compliance with Article 3.1, it shall suspend the dligibility of that Party to
participate under Article 6, [12] and 17

¢ Parties decide that consequences for non-compliance with Article 3.1 should be agreed in
advance and should not be subject to the discretion of the enforcement branch.

% Parties recognize that subtraction of excess emissions from a party’s assigned amount for the
subsequent commitment period against a penalty rate guarantees environmental integrity,
provided that the adoption and the entry into force of the emission commitments for
subsequent commitment periods are timely.

% Partiesagreed that penalty rates will be an essential element of the compliance system.
Although they will partly serve as an interest rate for the delays in the achievement of emission
commitments, they should also be an incentive to comply and they should, therefore, be set at a
relatively high level.

NOTE:

The acceptance of a consequence of the subtraction of excess emissions from a Party’s
assigned amount for the subsequent commitment period is directly linked with the
acceptance of the consequence of making a financial contribution in a compliance fund to be
established. In the absence of such a financial contribution into a compliance fund, the
penalty rates to be appliednust be adjusted to a much higher level.

¢ Parties decide that emission commitments for the second commitment period should be adopted

before the beginning of the first commitment period.

s Parties decide that, if a Party has been determined as being in non compliance with its
commitments under Article 3.1, the enforcement branch shall apply the following
consequences in combination:

» Subtraction of excess emissions from the assigned amount of the subsequent commitment
period.

» Penalty rate should be set at 2 [1.5] and beincreased by 0.50 D.25] per year for as long as
that Party is in non compliance as well as in relation to the amount with which the Party
concerned has exceeded its targedffer the subsequent commitment period if the Party
concerned is not in compliance at the end of the subsequent commitment period.]

» Parties concerned shall after determination of non compliance, develop and submit to the
enforcement branch for its approval a compliance action plan setting out inter alia how they
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propose to meet their commitments in the subsequent commitment period.

Compliance: differentiation between Parties (in particular Annex | and non-Annex 1)

« Parties decide that the mandate of the enforcement branch shall [will] be limited to obligations
[that are incumbent on] of Annex | Parties only.

% Therewill be no digibility requirements for non-Annex | Partiesin respect of their
participation in the CDM. [, recognizing that only Parties can participate in the CDM that have
ratified the Kyoto Protocol and meet commitments under Article 12 of the Convention taking
into account the availability of financial resources.]

NOTE: Thedigibility criteria should be the same asthose that have been agreed to under
the CDM discussions. No discrepancies shall be allowed.

s Therewill be no differentiation between Annex | Parties and non-Annex | Partiesin respect of
the application of consequences by the facilitative branch.

NOTE: Thisisunacceptable. Thedifferentiation between Annex | and Non Annex | should
be maintained asthisisareflection of the operationalisation of the principle of common but
differentiateresponsibilities. Not all the consequencesthat have been proposed can apply to
Non-Annex | Partiesin the same manner asit appliesto Annex | Parties. Some of the
consequences are not appropriate. For exampleit is proposed as a consequence that the
facilitative branch can refer a caseto the enforcement branch. Thisistotally inappropriate
wherenon-Annex | Partiesare concerned.

The concer ns of the countrieswith economiesin transition can be met without changing the
structure of adifferentiation between Annex | and Non-Annex | Partiesasfar asthe kind of
consequencesthat the facilitative branch can apply to them.

Compliance: relationship between the COP/M OP and the Compliance Committee

Add thefollowing:

Parties agreed that the Compliance Committee shall report to the COP/moP

¢ Parties decide that the role of the COP/MOP should be [limited] to give general policy
guidance to the Compliance Committee and that it should not intervene in individual cases.
¢ Parties decide that there is no need for an appeal s procedure.

NOTE: We can accept that no appeal is needed if the procedure proposed by the G77 and
Chinawith regard to the expert review teamsreportsisaccepted. Thisprocedures entail
that a small panel of the COP/moP consisting of 6 memberswill consider thereportsof the
Expert review teamsin amanner that will not hamper the effective and efficient functioning
of the Compliance Committee. The reasoning for thispanel includesthefact that it isin line
with the provisions of Article 8(3) of the Protocol and will provide the necessary palitical
overview that islacking where expertsthat act in their personal capacity areinvolved. Inthe
present casetherewill be expertsacting independently in the expert review teamsaswell as
in the Compliance Committee.

M andates enfor cement branch and facilitative branch

NOTE: Theposition proposed hereisnot in linewith the Group of 77 and China position.
We have proposed that non-compliance with Article 5, 7 and 3.14 should also be dealt with
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under the enforcement branch.
¢ Parties decide that the mandate of the enforcement branch covers quantitative emission
commitments, eligibility requirements under Articles 6, 12 (only Annex | Parties) and 17.
¢ All other cases of non-compliance fall within the mandate of the facilitative branch,
including Articles 2.3, 3.14, [5.1, 7.1, 7.2,]* 10 and 11, taking into account the character of
commitments for Annex | and Non Annex | Parties.

NOTE: Compliancewith the provisionsin Article5 and 7 that isbracketed is directly
related to the digibility criteriato be dealt with by the enforcement branch. The
mandate of the branches must be clearly defined and this contradiction must be
addressed.

% Thefacilitative branch shall be responsible for providing advice, facilitation to partiesin
implementing the Kyoto Protocol and promoting compliance of Parties with their
commitments under the Protocol, taking into account the principle of common but
differentiated responsibilities and capabilities of Partiesincluded in Annex | and
Parties not included in Annex 1.

Compliance: composition of the Compliance Committee

¢ Parties decide to establish a Compliance Committee, which shall function through a plenary
and two branches namely afacilitative branch and an enforcement branch.

Add:

The Parties agreed that the Committee will have two co-chairpersons, onefrom Annex |
Parties and the other from Non-Annex | Parties and the chairmanship of each branch
will rotate between the Partiesin such a manner that the co-chairswill never be only
from one group of Parties.

The Parties agreed that the Committee will have a plenary that will perform certain
functionsin such a manner that it will not hamper the efficient functioning of the
branches. The plenary will perform specific functions as outlined in paragraph 13 (c) to
(h) of document CRP15/Rev 2. The plenary will also allocate questionsto the
appropriate branches.

Facilitative branch
% Parties decide that the balance in the facilitative branch will be in accordance with current
UNFCCC practices (equitable geographical representation of the five UN regional groups,
taking into account interest groups as reflected by the current practice in the UNFCCC
Bureau).
< Equal numbers of members from each of the five UN regional groups, plus one representative
from the group of small island devel oping States.
The facilitative branch shall consist of 11 members.
Facilitative branch members shall make every effort to reach agreement on any proposed
decision by consensus. Any decision shall, as alast resort, be adopted by athree-fourths
maj ority vote of the members present and voting at the meeting.

L)
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S

7
0‘0

Enforcement branch

¢ Parties decide that the balance in the enforcement branch will be in accordance with current
UNFCCC practices (equitable geographical representation of the five UN regional groupings,
taking into account the interest groups as reflected by the current practice in the UNFCCC
Bureau).
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¢ Equa numbers of members from each of the five UN regiona groups, plus one representative
from the group of small island devel oping States.

The enforcement branch shall consist of 11 members.

Enforcement branch members shall make every effort to reach agreement on any proposed
decision by consensus. Any decision shall as alast resort be adopted by a:

Three-fourths mgj ority vote of the members present and voting at the meeting

Double mgjority (mgjority asawhole and in annex | and non annex 1).NOTE: Therewasno
agreement on this. A double majority voting ruleis unacceptable asit would makethe
effective decision making of the branch almost impossible and will in effect give a veto
right to Annex | and Non-Annex | Partieswhich isnot in theinterest of the effective
functioning of the Committee.

5

S

5

S

\ 27

Compliance: Legal basis, the form of adoption of thefinal result on compliance

NOTE: Themode of adoption isdirectly linked with the kind of consequencesthat will be
adopted. The Group strongly support theadoption of legally binding consequences.
In termsof Article 18 of the Protocol thiswill necessitate an amendment of the
Protocol. The Group does not have a common position on the format of or on how
the amendment should be effected. The Group did identify certain principlesthat
should apply to any kind of amendment as follows:

The amendment should form an integral part of the Protocol;

It shall berestricted to adopting the procedur es and mechanisms on compliance and
to bringing it into force

It shall bind all Partiesthat haveratified the Kyoto Protocol

It shall already apply to the first commitment period

¢ Parties decide that the adoption of the compliance system, including binding consequences,
should be legally based on:
» An agreement supplementing the Kyoto Protocol prior to its entry into force.
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SUBMISSION NO. 17: NORWAY

Editor’s note: Below is the text of a letter received by the UNFCCC secretariat from
Mr. Havard Toresen, Deputy Director General, Royal Ministry of Environment of Norway.

We refer to the invitation in Decision 1/CP. 6 to submit views on the 23 November informal note by
the President issued during the sixth session of the UNFCCC Conference of the Parties (COP 6) in the
Hague.

As Norway expressed during the meeting in the Hague, we find that the President’s note is a sound
and balanced basis for arriving at the political solutions that are necessary for an agreement on the
legal texts. Since our comments are of a nature that can be raised during negotiating sessions, we will
not submit detailed proposals for amendments at this point. We welcome, however, an opportunity for
providing comments, as appropriate, on a revised note at a later stage.

Yours sincerely,

Havard Toresen
Deputy Director General
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SUBMISSION NO. 18: POLAND
(on behalf of the Central Group 11)

CG11 submission in follow-up to decision 1/CP6

The group wishesto reiterate its position presented during the consultation in The Hague as
well asin its written submission of 24 November 2000.
The group is of the opinion that the consensus and balance decision package should be based
on the following underlying principles:
- thedecisions should precise the provisions of the Protocol, and not change or broaden
them.
- the decisions must not impose new commitments
- the procedures and solutions to various questions should ensure the achievement of the
fundamental objective of the Kyoto Protocol, in particular, the overall reduction of
greenhouse gas emissions by Annex | Parties, and in this way contribute to the protection
of the global climate
- the decisions should enable the ratification of the Protocol by all Parties.

A. Therefore, CG11 proposes the following amendments to the Note by the President of
COP6, dated 23 November 2000.

1. We welcome the provisions on establishment of the adaptation and convention funds. We are
satisfied with the provisions that financing for adaptation fund will be generated by the levy on CDM
projects.

However, further clarification is required both in terms of sources and the mechanism for funding
capacity building and transfer of technology for Annex | Parties with economiesin transition in
Convention Fund.

Proposed amendment:

- Page 2, section Convention Fund, in second bullet in last-but-one line insert after "available for" the
following words: "technology transfer and"

2. We strongly object to any extension of the levy on Article 6 and/or Article 17 activities. Imposing a
levy would mean renegotiating of the principal provisions of the Protocol. Annex | Parties, which are
not included in Annex I, did not commit themselvesto provide financia support to other countries.

- Page 3, first box, section resour ces, first lineinsert after " Convention Fund" thefollowing
words: "Annex II". The whole sentence will read: “In addition to the Adaptation Fund and the
Convention Fund Annex Il Parties agree to increase resources for climate change funding,
through other channels.”

- In the same section delete the last sentence beginning with "If resources..."

3. We wish to have an explicit reference to the provisions of Art. 4.5 of the Convention, according to
which the economiesin transition are a so eligible for technology transfer.

- Page 3, third box, first bullet, insert after technology transfer “according to the provisions of Article
4.5 of the Convention”. The sentence would read: "Parties decide to establish under SBSTA an
intergovernmental consultative group of technical and scientific experts on technology transfer
according to the provisions of Article 4.5 of the Convention”

4. We are concerned about the reporting requirements on the impact of the response measures taken to
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address climate change in Annex | Parties. We object including these requirements in the mandate of
Compliance Committee.

- Page 4, second box, in first line replace "decide”" with "may"

- The same box, in first bullet - delete two last lines (everything after "climate change” in second line)

and in second bullet delete first sentence, so it would read: “Annex | Parties and other Parties in a
position to do so may report in their national communications on the efforts to limit the adverse social,
environmental and economic impact of the policies and measures they have adopted or are planning
with the aim of addressing climate change.”

5. Composition of the Executive Board

We do have problems with the composition of the Executive Board of the CDM. The UN regional
grouping arrangement is not appropriate for this body.

- Page 6, Box B, section COP/MOP, A. Composition of the Executive Board delete second and third
bullet and insert the following:

"Half of the members of the Executive Board shall represent Parties included in Annex | and half of
the members shall represent Parties not included in Annex |, with equitable geographic distribution of
the relevant regional groups in the respective groups of Anrendlnon-Annex | Parties. The
Executive Board shall eleet chairman and a vice-chairman. One of them shall represent Annex |
Parties and the other non-Annex | Parties. The chairmanship shall rotate between Annex | and non -
Annex | Parties annualfy

6. Nuclear in project based mechanisms

We find that the proposed language on the exclusion of nuclear facilities from the project-based
mechanisms is not sufficient. We need a clear provision in this respect.

- Page 6, box with section on eligibility of projects, second bullet - replace with: "Annex | Parties
decide not to use nuclear facilities for generating certified emission reduction units under CDM.."

7. We need clear stipulation that use of ERUs, AAUs and CERs will not alter the basis for future
commitment periods. We find the package language on the concept of assigned amount vague and not
concrete. In our opinion the basis for the negotiations of the commitments in the next periods should
be the same as for the Kyoto Protocol that means the base year emissions. Any acquisitions or
transfers of parts of assigned amount, certified emission reduction units or emission reduction units
can be used to meet Parties commitments under Art. 3.1 but do not influence the base year emissions,
so the basis for any future emission reduction and limitation commitments.

- Page 8, first box, section Fungibility - remove second bullet asirrelevant in this paper. The issue was
aready acknowledged in decision 1/CP.1. Delete first sentence in third bullet and replace it with the
following:

"The basis for the negotiations of the commitments in the next periods should be the same as for the
Kyoto Protocol, that is the emissions in the base year. Any acquisitions or transfers of parts of
assigned amount, certified emission reduction units or emission reduction unit do not influence the
base year emissions, so the basis for negotiations of commitments in subsequent periods.”

- The same box, in forth bullet delete the text after "Article 3"

8. Procedures for “joint implementation”. CG11 accepts the proposal in the President’s Note. We
support the position of Annex | Parties as reflected in FCCC/SB/2000/CRP.19 and in
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FCCC/CP/2000/CRP.1, usually as option A, and we propose the change in the text of the Note of
President, which, in our opinion, better reflects the content of the draft guidelines for implementation
of Article 6.

- Page 8, last box:
Delete the text after "they" in the last but one line and add the following: "should ensure independent
verification of projects by athird party.”

We propose to add the language on non-eligibility of nuclear projects.

- Add as second bullet:
"Annex | Parties decide not to use nuclear facilities for generating emission reduction units under
Article 6."

9. We are deeply concerned about diluting environmental integrity of the Protocol through the
inclusion of number of activities under article 3.4 already in the first commitment period. In our
reading there are clear and strict preconditions in this contexts as stipulated in Art. 3.4, namely the
COP/MOP shall at itsfirst session or as soon as practicable thereafter, decide upon the relevant
modalities, rules and guidelines

10. Box C. Land-use, Land-use change and forestry

LULUCF under CDM
We are concerned about the inclusion of LULUCF activities under CDM as thisis clearly against the
provisions in the Protocol. Article 12 provides that project activities shall result in emission reduction
and only such emission reductions shall be certified and may be used by Annex | Parties to contribute
to compliance with their commitments under Article 3.

- Page 11, third box, delete text under thetitle and replace it with:
“LULUCEF activities are not eligible under Article 12.”

As article 6 provides for transfer and acquisition of emission reduction units resulting from projects
aimed at enhancing anthropogenic removals by sinks, the work should be undertaken in order to
develop methodology ensuring environmental integrity of such projects.

We propose to add as new box: “LULUCF under Article 6” and the following text in the box:

- “Parties also recognise the special concern, which arise from implementing LULUCF activities

within the framework of Article 6. Parties decide to establish a process under the SBSTA to develop
modalities, rules and guidelines taking into account further methodological work by IPCC, where

necessary, to deal with these issues.”

11. Compliance

There is a need to specify how the facilitative branch in the Compliance Committee will assess the
implementation of the provision that Annex | Parties should meet their emission reduction
commitments primarily through domestic actions.

We disagree with the proposal concerning membership of the Compliance Committee and in particular
of its enforcement branch. We agree that parties have common but differentiated responsibilities.
Annex | Parties, Parties with binding emission-related commitments, have to be represented in a
different manner in those bodies than Parties without such binding commitments. There is no reason
for representation based on geographical regions, as those commitments were not agreed according to
geographical location of Parties.
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- Page 13, third box: in second bullet delete 2.3 and 3.14

- Page 14, first box, second section : Facilitative branch - delete three first bullets and replace with:

“- Parties decide that the facilitative branch will consist of equal numbers of members representing
Parties included in Annex | and Parties not included in Annex |, with equitable geographical
distribution of the relevant regional groups in the respective groups of Parties.

- The facilitative branch shall constitute of 10 members.”

The same box, section enforcement branch - delete first three bullets and replace them with the

following:

“- The members of the enforcement branch shall represent Annex | Parties, with equitable
geographical distribution of the relevant regional groups.

- The enforcement branch shall consist of 5 members.”

B.
12. CG11 submits draft of annex B mentioned in FCCC/SB/2000/CRP.19 paragraph 25 and 26 and in
FCCC/CP/2000/CRP.1 paragraph 26 and 27:

Appendix B
Baselines

Short description of the project, its location. purpose, actors

Technical description of the project

Impact of the project beyond its boundaries

Description of the baseline chosen calculation methodology

Key parameters affecting future development of the project baseline

Proposed crediting period

Estimated operational life-time of the project

Data sources to be used to calculate baseline emissions (data, variables, parameters)

Historical emission for the activity

0. Projection of baseline emissions and emission reductions over the period of the operational life of
the project

11. Uncertainties, strengths and weaknesses of the chosen methodology

12. Data

13. Conclusions on the proposed baseline methodology

BOOoO~NoO WM

The reporting by Parties on Article 6 projects shall include, for each project:

1. Description of the project activity

2. Monitoring plan for estimating emissions

3. The baseline, as agreed by the Parties involved including the methodology and justification for the
additionality of the project

4. Estimation of real emissions [or removal by sinks]

5. The calculation of the reductions in greenhouse gases emissions by sources [or the enhancements
of removals by sinks for the year]

6. Information on approval by the Parties involved

C.

13. CG11 would like to offer an additional comment on document FCCC/CP/2000/CRP.7.

CG11 underlines the importance of inclusion of Annex | Parties with economy in transition to all key
themes and areas for meaningful and effective actions on technology transfer. For this purpose unified
terminology for recipient countries should be applied in the whole text. We propose to use the
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terminology used in paragraph 7 of the Annex: “Parties not included in Annex I, particularly
developing countries”.



-104 -

SUBMISSION NO. 19: QATAR
A general note on theinformal note by the President dated 23/11/2000 (/CP.6) :

During negotiations sessions of Buenos Aires Plan of action, therole of natural gas was recognized
by negotiators of developed and developing parties as a partner to the solution of global climate
change. The delegate of the State of Qatar would like to see this position reflected in the
negotiating texts in future sessions.
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SUBMISSION NO. 20: REPUBLIC OF KOREA

Republic of Korea’'s Comments on the Informal Note by the President of COP6 dated
23 November 2000

BOX A. Capacity building, technology transfer, | mplementation of Articles 4.8/ 4.9, finance

Funding mechanisms and gquidance to the GEF

Adaptation fund
1. Replace the first sentence of the 3rd bullet by:
"The CDM Executive Board will provide guidance to the management of the fund. The operation of
the fund will be handled by the GEF in cooperation with the CDM Executive Board."

Technology transfer

1. Add the following text after the 4th arrow of the 2nd bullet:
"Promote bilateral and multilateral program for demonstration project of technology transfer"

Actionsto addr ess impacts of response measures (Article 3.14)

1. Delete the following words from the 1st line of the chapeau:
"and other Partiesin a position to do so"

BOX B. Mechanisms

COP/MOP < - >Executive Board

A. Composition of the Executive Board of the CDM

1. Change the number of the Executive Board members in the 3rd bullet from 16" to "21", and add
"on arotational basis' after "from each of the five UN regional groups’

2. Make a new sub-section after sub-section on composition of the Executive Board:
"A-1. Attendance to the meeting of the Executive Board
['] The Executive Board meeting will be open to the Parties to the Kyoto Protocol.”

C. Indtitutions for a prompt start for the CDM

1. Replace "at the next session of the subsidiary bodies" in the first bullet by "at the next session of the
COP"

2. Add the following text to the 1st bullet:
“The crunch issues related to the modalities and procedures for the CDM should be resolved and
adopted at the resumed session of COP6."

Eligibility of project activitiesunder the CDM

1. Delete the following text of the 2nd bullet :
"Annex | Partieswill declare that they will refrain from using nuclear facilities for generating
certified emission reductions under the CDM."
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Supplementarity

1. Add the following sentence after the 1st sentence of the 1st bullet :
"The use of the mechanisms under Article 6, 12 and 17 shall not exceed reductions achieved
through domestic actions.”

Trading modalities and liability

1. Replace the 2nd bullet by:

"Each Annex B Party shall not make a transfer that would reduce the total holdings of assigned
amount in their national registry, specific to that commitment period, below : (a) 98 percent of its
initial assigned amiunt; (b) 105 percent of five timesits most recently reviewed emissions
inverntory; or (c) 105 percent of projections based on reviewed emissions data over the most
recent last five years, whichever isthe lowest."

Fungibility

1. Page 8, Section on Fungibility, 2nd bullet
- Insert the following after "per capitaemissions": "and historical accumulation”

2. Insert into the 5th bullet :
"Parties decide that emission reduction units, certified emissions reductions and parts of assigned
amount may be exchanged according to the rules and procedures to be established by the
COP/MOP"

BOX C. Land-use, Land-use change and forestry

Definitionsfor afforestation, refor estation and defor estation under article 3.3

1. Insert after the 1st sentence of 3rd bullet :
" Afforestation and reforestation include also the promotion of natural regeneration.”

2. Delete the 2nd sentence of 3rd bullet beginning with :
" According to the IPCC Special Report,...."

Additional activities and acounting under Article 3.4

1. Replace thetitle "Additional activities and accounting under Article 3.4" by :
"Additional activities under Article 3.4 and accounting under Article 3.3 and 3.4"

2. Change sub-section titles asfollows:
"Eligible additional activities under article 3.4" and " Accounting under article 3.3 and 3.4"

Accounting under article 3.3 and 3.4

1. Replace the 2nd bullet by :
"Therefore Parties decide that total greenhouse gas removals by sinks from activities under article
3.3 and 3.4, towards meeting a Party'starget in the first commitment period shall be limited to 2%
of the Party's base year emissions".

2. Insert into the 1st arrow of First interval :
"....intheir total forest carbon stock in areas under article 3.3 and 3.4, may nevertheless...."
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3. Insert into the 2nd arrow of First interval :
"....thetotal forest carbon stock change in areas under article 3.3 and 3.4 since 1990...."

4. Replace the 1st arrow of Second interval by :
"Parties decide that carbon stock changes accounted for in accordance with the provisions of
article 3.3 and 3.4 shall exclude the effects of
- indirect nitrogen deposition,
- elevated CO2 concentrations,
- other indirect effects.
In addition, carbon stock changes accounted for in accordance with the provision of article 3.4
shall exclude the effects of (for forest ecosystem) the dynamic effects of age structure resulting
from management activities before 1990."

5. Replace the 2nd arrow of Second interval by :

"Therefore, Parties shall apply a reduction of X % to the net carbon stock changes and net GHG
emissions that result from affor estation, reforestation and deforestation activities, of 30% to the
net carbon stock changes and net GHG emissions that result from additional cropland and
grazing land management activities and of 85% to the net carbon stock changes and net GHG
emissions that result from additional forest management.”

LULUCF under the Clean Development M echanism

1. Insert the following text after the 1st bullet :
"No afforestation and reforestation activities will be eligible under the CDM if they result in the
destruction of natural forests, natural grasslands and wetlands or the loss of biological diversity."
BOX D. Policiesand Measures, Compliance, Accounting, Reporting and Review

Compliance : consequences of non-compliance with Article 3.1

1. Change the penalty rate at the 2nd arrow of the 5th bullet from 1.5 to 2.
2. Add the following text as a new bullet after the 5th bullet :
"Parties note that the enforcement branch may consider the introduction of the Compliance Fund
or financial penaltiesfor a Party to return to compliance with its commitment under article 3.1."

M andates enfor cement branch and facilitative branch

1. Add the following text at the end of the 1st bullet :
"institutional and reporting requirements under Articles5and 7."

2. Delete the following referece from the 2nd bullet :
"Articles5.1, 7.1, 7.2"

Compliance: composition of the Compliance Committee

1. Add the following text after the 1st sentence of the 1st bullet :
"The plenary of the Compliance Committee, which will be open-ended, will allocate questions to
the appropriate branches." [The End]
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SUBMISSION NO. 21: RUSSIAN FEDERATION

The Russian Feder ation Proposals and Amendmentsto the Note by the President of COP6”’

Box A. Capacity building, technology transfer,
I mplementation of Articles 4.8/4.9; 3.14, finance

Funding mechanisms and gquidance to the GEF

Parties have reached general agreement on frameworks for technology transfer, capacity building,
adaptation and impacts of response measures.

Adaptation fund

Parties decide to create a new fund under the GEF: the adaptation fund. Separate guidance will be

given to the fund and specia consideration will be given to the needs of the LDCs and SIDs.

e An adaptation fund will be established under the GEF as atrust fund.

« Theimplementation of concrete adaptation projectsin non-Annex | Parties will be financed (stage
Il activities). Finance will be generated by the share of proceeds on the CDM (2 % of the CERs
generated by a project). Projects will be implemented by the UN implementing agencies

* The CDM Executive Board will manage the fund. The Board shall function under the guidance of,
and be accountable to, the COP/MOP. Such guidance will be given by COP/MOP on programs,
priorities and eligibility criteriafor funding of adaptation activities.

» Thefollowing activities will be included in the category of adaptation activities. avoidance of
deforestation, combating land degradation and desertification.

Convention fund

Parties decide to create a new window under the GEF: a Convention fund. Separate guidance will be
given to the fund and specia consideration will be given to the needs of the LDCs and SIDs.
e The Convention fund will be a special window under the GEF
« Under this window, new and additional funding will be made available by Annex Il Partiesfor
activitiesin Cmoponax, ne exooauwux ¢ IIpuroscenue Il (non-Annex || Parties), develeping
eountries: technology transfer and technical support, capacity building related to climate change,
specific CDM capacity building, national programmes conta| n| ng mitigation measures, assstance
Wlth economlc dlversflcatl on. New-ane-a ! pviH-al y
» Sources of funding will be:
1. third nonoanenus replenishment(s) to the GEF
2. voluntary contributions by Annex Il Parties
3. Annex Il Partieswill transfer [ X] percent of their iaitial assigned amount to the registry
of the fund. Annex | Parties can acquire these units, on the basis of Article 17, for the
purpose of meeting their commitments of Article 3.1.
4. ODA
» Theexisting GEF council will manage the fund. The fund shall function under specia guidance of,
and be accountable to, the COP. Thiswill ensure that the GEF becomes more responsive to the

*

/I/I3’bﬂTI/Iﬂ 13 NEPBOHAYAJILHOI'O TEKCTA OIPEACI/ICHBI 3a4CPKUBAHNEM C BbIJACTICHUEM, a JONOJIHEHUA WU
NU3MEHCHUA - JKUPHBLIM KYPCUBOM C [NOAYCPKHUBAHUEM Ha PYCCKOM U B cKkoOKax - HeO(I)I/ILII/IaJ]bHHﬁ NnepeBo/ - Ha
anrnuiickom s3bikax (Withdrawals out of the initial text have been crossed out and highlighted, and additions or
amendments - made in bold italics with underlining in Russian and informal trandation in English within
brackets.
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needs and priorities of developing countries u cmpan ¢ nepexodnoii rxonomuroii (and countries
with economiesin transition). Ownership and country-drivenness' in GEF projects will be
enhanced. The scope of activities funded by the GEF will aso be broadened. GEF procedures and
policies will be streamlined.

Resources

In addition to the Adaptation and the Convention Fund (Annex | 1) Parties IIpuioacenua IT agree to
increase resources for climate change funding, through other channels. They agree that the sum total
should reach the level of one billion US$ on an annual basis, as soon as possible, but not later thanin
the year 2005. If resources in 2005 would be less than one billion US$, (Annex 1) Parties
IIpunoosrcenun I agree to apply alevy on article 6 (Joint Implementation) and / or article 17 (emission
trading).

Climate Resour ces Committee

Parties decide to establish a Climate Resources Committee at COP7, with the following mandate:

» Togive policy advice to existing Financing channels and ingtitutions such as the GEF, Regiona
Devel opment banks, the World Bank, UNDP and other multilateral ingtitutions. The advice will be
focused on:

* Increasing climate funding
* Mainstreaming
* Monitoring and assessment

Capacity buiiding

Parties decide to establish a framework to guide capacity building activities related to the
implementation of the Convention and effective participation in the Kyoto Protocol, in order to
assist pazeuearowuMca cmpanam u cmpanam ¢ nepexoonoi yxonomuxoi (developing
countries and countries with economies in transition).ner-Annex-H-Parties. (See Draft
Decisions FCCC/SB/2000/CRP. 16 and FCCC/SB/2000/CRP.17).

Technology transfer

* Parties decide to establish an intergovernmental consultative group of technical and scientific
experts on technology transfer under the SBSTA
e Thegroup will:
» Facilitate the exchange and review of information by creating a clearing house and
regional technology information centers;
» Advise SBSTA on further actions to be taken.
» Focus on ways and means to address the barriers for technology transfer asidentified in
the IPCC special report on technology transfer
» Becomposed on the basis of equal geographical distribution
» SBSTA will review the group’s work on aregular basis, consider its advice and if necessary
reguest the COP to take any further action, including inter alia programs and priorities for
financing of activities.

Adver se effects of climate change

Actionsto be taken by Annex Il Partiesinclude:
» Pilot or demonstration projects to show how adaptation planning and assessment can be practically
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tranglated into projects and integrated into national policy and sustainable development planning.
Non-Annex | Party national communications, other relevant sources and the staged approach
endorsed by the COP will serve asabasis.

Adaptation projects, when sufficient information is available to warrant such activities, inter alia,
in the areas of water resources management, land management, agriculture, health , infrastructure
devel opment, ecosystems, and integrated coastal zone management

Improved monitoring of diseases and disease control and prevention for Parties affected by climate
change

Avoidance of deforestation and prevention of land degradation, insofar as these activities are
related to climate change

Strengthening and establishing national and regional centers and information networks for rapid
response to extreme weather events, utilizing information technology as much as possible

Actionsto addr ess impacts of response measures (Article 3.14)

Annex | Parties and other Partiesin a position to do so decide to report in their national
communications on:

The effortsto limit the adverse social, environmental and economic impacts of the policies and
measures they have adopted or are planning with the aim of addressing climate change, such as:
reducing or phasing out market distorting instruments (e.g. coal subsidies) and reducing or phasing
out the use of high emission energy carriers

The national communications will be reviewed under the Kyoto Protocol (Article 8). A certain
degree of flexibility shall be allowed to Partiesincluded in Annex | undergoing the process of
transition to a market economy.

Actionsto address impacts of response measur es (Article 4.8)

Annex |l Partieswill assist non-Annex | Parties adversely affected by response measures through
concrete actions based on further methodol ogical work in the field of technology transfer,
capacity building, economic diversification, increasing energy efficiency in fossil fuel production,
advanced fossi| fuel technologies (including carbon capture and storage)

Developing country Parties will report on their specific needs and concerns arising from the
implementation of response measures, effectively implementing the guiddines for national
communications

Specific needs of the least developed countries (LDCs, including SIDS)

A separate work programme will be established for LDCsto be financed by the GEF, focusing on:
» Early launch of vulnerability and adaptation needs assessments, including capacity
building and technical assistance
» Development of national adaptation programmes of action
 Priority for implementation of concrete adaptation projects. Disaster relief, avoidance of

deforestation and prevention of land degradation may be included.
» Establishment of an LDC group of expertsto assist in pearuzauuu (implementation of)
national adaptation programmes of action

To encourage a greater flow of CDM projects to the LDCs, CDM projectsin LDCswill be
exempt from the share of proceeds for adaptation. The implementation of 'small scale CDM
projects will aso be promoted
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Box B. Mechanisms

COP/MOP <-> Executive Board

A. Composition of the Executive Board of the CDM

B.

Parties agree that the composition of the Executive Board is an essential el ement in ensuring
integrity, credibility and efficient operationalisation of the system. Parties therefore decide on a
balanced approach in composition and voting procedures.

The baI anceinthe Execut|ve Board will be in accordance with current UNFCCC practlces

Equal numbers of members from Cmopon, exstrouennvix ¢ Ilpuiosicenue I u om Cmopor, ne
KL UeIIbIX ¢ ITpuaosicenue | (Annex | Parties and non- Annex | Parties) e%h—ef—t-he—f—l—ve-UN

Executive Board members shall make every effort to reach agreement on any proposed decision
by consensus. Any decision shall as alast resort be adopted by athree-fourths mgjority vote of the
members present and voting at the meeting.

Decision-making power of the COP/MOP vis-a-vis the Executive Board

The Executive Board shall be subject to the authority and guidance of, and be accountable to, the
COP/MORP.

. Institutions for a prompt start for the CDM

Parties decide that a prompt start for the CDM will be operationalised by electing the Executive
Board u oonoepemeniio ¢ ooobpenuem KC npuniuunog, yciaoeut, npoueoyp U pykogoosuiux
yrazanuii no Cmamee 6 u Cmamee 17 (and simultaneously with the adoption of principals,
modalities, procedures and quidelines under Article 6 and Article 17 by CoP). wil-beelected-at
The Executive Board will be served by the UNFCCC secretariat.

Appropriate resources are will be made avail able for the prompt start of the CDM.

Eligibility of project activitiesunder the CDM

Parties recognize that it is up to the Party’s discretion to judge whether a project activity isin line
with its national strategy on sustainable development.
Annex | Partieswill declare that they will refrain from using nuclear facilities for generating
certified emission reductions under the CDM, eciu ne 6yoym y006.1¢meopeivt cample 6b1COKUEC
mpeboeartust RO 0e30RACHOCHIU KAK RPUNUMAIOMWUMU, MaK u uneecmupyrouiumu Cmoponamu
(unlessthe highest safety demands have not been satisfied both the host Parties and investing
Parties).
Parties decide that because of their contribution to the ultimate objective of the convention and to
sustainable devel opment, the following activities should be given priority and will have expedited
consideration within the rules, modalities and procedures of the CDM:

* renewable energy (inter aliasmall scale hydro)

* energy efficiency improvements
Under the guidance of COP/MOP, the Executive Board shall further develop rulesand modalities
for the operationalisation of this decision.
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Supplementarity

Annex | Parties shall meet their emission commitments ¢ snauumeasnoii cmenenu (10 a significant
degree) primarthy through domestic action since 1990, sxuouasa Karcoo2o unOUSUOVAILILOZO Wielid
coeaawenuii no Cmamuoe 4. Ocyuiecmesienue nux RPULUURoe 0yoem npeoCcmaeisimoscs 6

nauuonabnslix coobuwenuax u npogepamecs ¢ pamkax Cmameou 8 (including everyone individual

member of Article 4 arrangements. | mplementation of these principles will be reported in the

nati onal communlcatl ons and revi ewed under Artlcle 8) Gemphaneew&hth%pnnet—pteu#d—be

Trading modalities and liability

Parties agree that Article 17 provides opportunities for Parties to fulfill their commitmentsin a
cost-effective way. Parties also recognize that reporting, review and a strong and enforceable
compliance regime are not sufficient to prevent Parties from overselling, thereby potentially
endangering the environmental integrity of the system.

Parties therefore decide that Annex B Parties shall retain a portion of their assigned amounts in
their national registries specific to that commitment period. This portion shall be 70 percent of
their assigned amounts or the portion determined on the basis of projected or recent emissions.
After the annual review of each Party’s emissions data, the portion of assigned amount that must
be retained shall be recalculated and, if necessary, adjusted.

Fungibility

Parties should protect the climate system for the benefit of present and future generations of
human kind, on the basis of equity and in accordance with their common but differentiated
responsibilities and respective capabilities. Accordingly, the developed country Parties should
take the lead in combating climate change and the adverse effects thereof. Parties affirmthat in
their actions to achieve the purpose of the mechanisms. Parties shall be guided by Article 2 of the
Convention and the principles contained in Article 3 of the Convention.

Parties note that per capita emissions in developing countries are still relatively low and that  the
share of global emissions originating in developing countries will grow to meet their social and
devel opments needs.

Parties recognize that the Kyoto Protocol has not created or bestowed - on Partiesincluded in
Annex | to the Convention and in Annex B to the Protocol - any right, title or entitlement to
emissions of any kind in the pursuance of Articles 3, 6, 12, 17 of the Kyoto Protocol which affects
the consideration or decision-making on subsequent commitments. Parties recognize that the
consideration of such commitments should be based on equitable criteria, common but
differentiated responsibilities and respective capabilities.

Parties note that emissions reduction units (under "joint implementation™) and parts of an assigned
amount (under emissions trading) could be added to, or subtracted from, the assigned amount of a
Party. Parties agree that certified emissions reduction units (CDM) could be added

to the assigned amount of a Party and could be used for the purpose of contributing to compliance
with the quantified emission limitation and reduction commitments in Article 3 without altering that
Party S assi gned amount pursuant to its commltments inscri bed in Annex B.
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Promotion of geographic distribution of CDM pr oj ects

» Parties agree that there should be opportunitiesfor all Parties to participate in the CDM and
decide that an equitable distribution of CDM projects will be fostered. Therefore standardized
baselines, which are based on an appropriate Annex | average, may be used for small-scale
projects (<XMw) and renewable energy projects (<XMw) The Executive Board is asked to
elaborate on and make recommendations on preferential treatment of these specific project types.

» Parties decide to foster LDC participation in the CDM by:

» Special attention will be paid to institutiona capacity building for LDCs,
» CDM projectsin LDCswill be exempt from the share of proceeds for adaptation,;
e Public funding of a CDM project should be additional to current ODA.

Proceduresfor " joint implementation"

» Parties note that "joint implementation™ takes place among Annex | Parties with greenhouse gas
emission limitation and reduction commitments. Therefore, Parties decide that thereisno need for
stringent procedures on verification if Parties meet the reporting requirements.  Parties note that if
Parties do not meet these requirements, they should follow the same  rigorous rnpouedypamn
RPOBEPKU ANLA102UYUITIBIM npouedvmm MqP, HO npu3naeas coomeemcmeyrouiue pasiuiis,
KOomopbie ompalicarom mom ([)dl('m, Umno CmODOIlbl COBMECIILO20 ocyuiecmeienus Umerom
ooszamenwcmea (Verification procedures analogues to the CDM procedures but recognizing
appropriate differences those reflect the fact that Parties to" joint implementation” have

commitments). ’ , S,

Box C Land-use, Land-use change and forestry

Definitionsfor afforestation, refor estation and defor estation under article 3.3

» Parties agree that for the implementation of Article 3.3, "forest" is defined in accordance with the
FAO definition. Parties recognize that there should be certain flexibility in applying the FAO
valuesin order to reflect national circumstances.

» Parties decide to establish a process to investigate the feasibility of applying biome-specific forest

definitions for future commitment periods

Cmopornnt peusaiom, wmo 0.1 onpeodeienus 001ecernus, J1eco080CCmanoeienus u 00es1ecuearus
MIDHK oo/vicna pa3padbomams psag COOMECHCIEYIOHIUX ONPeOe/IeILUl U MCHIOOUK VUema
uzmenenuil y2iepoonozo CHoOKa U anmponoeniuiX IMUCCUI RAPILUKOGBIX 24306 UCHIOUILUKAMU
U UX YOQICIUs ROZTORIUMC/IAM U, RPOUCXOOSIULUMI 6 PE3YbHIAME 3eMICHOb306QILUS,
usMenenuil 8 3eMJACno1b306a1uy 1 aeciiom xo3saticmee ¢ pamxax Cmamen 3.3 u 3.4
Kuomckozo npomoxosia. Onpeoeienus u_MemoouKu pacuema 00,19ICIbl 0b1mb pa3padomaitvl
na ocnoee Cneuuaivriozo omuema MI UK u Ilepecmompennvix Pexomenoauuit MI' UK 1996
2. no noozomoere Hayuonaionvix coobuenull uneenmapuzauuu RapruKoevix 2a306. Omuem
HO PYKOBOOCHIGY HO XOPOWLCIL NPAKMIUKE U HEONPeOeIeHILOCHIAM 6 _YAPAGIeHUU 00/12icell Oblmb
pazpadomart 6noc1eOCHEUU, YUMoOblL RPUILIG 60 GILUMAILUEC NPOGEPKY, PACUCHIbL U OUCIKU
HEonpeoeIenioCmell @ UMENeHuiAX Y21epoonblx CHIOKOG, UMCIOULUM OMILOMenue K
0CAMETbIOCHIL 8 3CMIACNOIB30CANILI, UBMCIICILILI 8 3CMICHOIb306AILULL I JICCHOM XO03SICMEE 8
pankax Cmamovu 3 Kuomcrkozo npomoroaa. (Parties decide that for defining afforestation,
reforestation and deforestation the | PCC should elaborate a number of appropriate definitions
and methods to account for changes in carbon stocks and anthropogenic greenhouse gas
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emissions by sources and removals by sinks resulting from land-use, land-use change and
forestry activities under Article 3.3 and 3.4 of the Kyoto Protocol. The definitions and
accounting methods should be elaborated on the basis of the | PCC Special Report and Revised
1996 | PCC Guidelines for National Greenhouse Gas I nventories. The report on good practice
guidance and uncertainty management should be devel oped afterwards to address the
verification, estimation, and assessment of uncertaintiesin the changesin carbon stocks relevant
to land-use, land-use change and forestry activities within the Article 3 of the Kyoto Protocol).

Additional activities and accounting under Article 3.4

Eligible activities:

Parties decide that a Party may include the following activities: grazing land management,
cropland management and forest management (broadly defined land management activities),
revegetation (narrowly defined activity).

Accounting;

Parties recognize that the scale of the activities applied could lead to major modifications in the
effort for Parties to meet the article 3 commitments.

Therefore Parties decide that the contribution of additiona activities under article 3.4, towards
meeting a Party’s target in the first commitment period shall be limited to 3 % of the Party’s base
year emissions.

In addition Parties decide that accounting for additional activities shall take place in two
digtinguished intervals:

First interval (full crediting up to level of 3.3 debit)
Parties recognize the unintended outcome of article 3.3, namely that countries who have an overall
increase in their total forest carbon stock, may nevertheless have their assigned amounts reduced
because of accounting and definitional conventions under article 3.3.
Therefore, Parties decide that Parties may fully account for carbon stock changes and net GHG
emissionsin areas under forest management up to alevel that is equal to the net debit incurred
under the provisions of article 3.3, under the condition that the total forest carbon stock change
since 1990 in that country compensates the net debit incurred under the provisions of article 3.3.
Thisfirst interval shall not be more that 30 Mt CO,

Second interval (discounted crediting in remaining interval to factor out non-direct human
induced effects and to address uncertainty)
Parties decide that carbon stock changes accounted for in accordance with the provisions of
article 3.4 snall, for the broadly defined management activities, ne 6yoym uckirouams (N0t
exclude) exelude the effects of
« indirect nitrogen deposition,
« elevated C02 concentrations,
« other indirect effects and,
« (for forest ecosystems) the dynamic effects of age structure resulting from management
activities before 1990
B coomeemcemeuu ¢ noaodcenuanu, npueedenivimu evtue, Cmopornst 6yoym npumenamo 3 %
cruiIcenue K YuCmotl eeiuiune y2iiepoonozo cmoka u wucmoim evtopocam I, komopoie
AGAAIOMCA CIICOCHBUEM OONOJINUMEABILOI OCIMETbILOCHIU RO yRpaeieiur jiecamniu,
CeAbCKOXO03SUCHGCILILBIMU VZOOb}lMu u nacméumcmu, KOomopbdie yaice 6ot 6 6b16DOCbl u
naxonumenu Cmoponwt 3a 6azoewtii 200 ( | n accordance with provisions given above, the Parties
shall apply a reduction of 3% to the net carbon stock changes and net GHG emissions that result
from additional forest, cropland, grazing lands management activities that have already been
accounted in the Party's base year emissions and removals).
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Additional activitiesunder Article 3.4 in the second and consecutive commitment periods

Parties decide that the CoP/moP shall, prior to the fixing of emission commitments for subsequent
commitment periods, review the list of agreed additional activities for use in second and
subsequent commitment periods, together with the rules, modalities and guidelines for their
accounting.

Parties further decide that accounting of carbon stock changes and net GHG emissions shall be
limited to direct human induced changes on carbon stocks and net GHG emissions. Parties
therefore establish a process to periodically review the approach taken with respect to factoring
out, taking into account methodol ogical work by the IPCC on this matter.

| mplementation of Article 3.7

Parties note that, for those Parties for whom land-use change and forestry constituted a net source
in 1990, emissions and removals resulting from land-use change should be included in the 1990
emissions base year in accordance with the provisions of Article 3.7.

Parties decide that eligibility to make use of this provision will be determined on the basis of a
reviewed nationa inventory

LULUCF under the Clean Development M echanism

Parties agree that LUL UCF activities can contribute to the two-fold purpose of the CDM. Parties
therefore decide to include afforestatl on and refor&statl on under the CDM However-they-also

- Q0naKo, ropuouuecKkasn
0CIL08A 0151 KIAIOUCILUSI CIHIOKO08 6 MqP OCmaemcs nepewenibvim 60onpocom, nOmomMy Umao
coziacno Cmamoe 3.4, npoexkmot no LULUCF mozym ocyuiecmeasamocs moavKo Mecoy
Cmoponamu, Komopsie UMerom paspeteiiivlii 00vem eslopocoe. Imo onpeoesiem Cmambvio 3.4
rnecoemecmumoit co Cmamboeir 6, Ko2oa oonoii uz compyonuuarouux Cmoporn aeisemcs Cmopona,
e exooswan ¢ Ipunosicenue 1. Iloymomy Cmoporet petuarom e griirouams ooJiecenue u
Jecoeoccmanoeienue ¢ MUP 0o mex nop, ROKQ 1e pa3peuiuncs npaeoeast npodiema 60npoca
(However, the legal base for inclusion of sinksin the CDM remains undefined matter, because
according to the Article 3.4, the LULUCEF projects can beimplemented only between the Parties
that have assigned emission amounts. That makes Article 3.4 inconsistent with Articles 6 when
thereis a Party among collaborative ones which isnon-Annex | Party. Therefore, Parties decide not
to include afforestation and reforestation under the CDM until the legal problems of theissue are
resolved).

Parties decide that activities, preventing deforestation and land degradation, will not be eligible as
credit generating projects under the CDM. However, these activities will be labeled as priority
projects to be funded under the adaptation fund in order to address drought, desertification and
watershed protection, forest conservation, restoration of native forest ecosystems, restoration of
salinised soils.

Parties recognize that accounting modalities and definitions for Article 3.3 may need to be

modified, and that the issues of non-permanence, social and environmental effects, leakage,
additionality and uncertainty should be properly addressed. LULUCF projects would also need to

be in conformity with the objectives of other multilateral environmental agreements.

Parties therefore decide to establish a process under the SBSTA to develop rules and modalities taking
into account further methodol ogical work by IPCC, where necessary, to deal with these issues.
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Box D. Palicies and Measures, Compliance,
Accounting, Reporting and Review

Policies and measures

Parties decide to continue exchange of information on Policies and M easures.

Parties decide to invite submissions by Annex | Parties on the meaning of demonstrable progress
and the need for guidelines for reporting on this progress (Article 3.2 of the Kyoto Protocal) for
SBSTA 14, with aview to have afurther consideration at CoP-7.

Compliance: consequences of non-compliance with Article 3.1

Parties decide that consequences for non-compliance with Article 3.1 should be agreed in advance
and should not be subject to the discretion of the enforcement branch.

Parties recognize that subtraction of excess emissions from a party’s assigned amount for the
subsequent commitment period against a penalty rate guarantees environmental integrity, provided
that the adoption and the entry into force of the emission commitments for subsequent
commitment periods are timely.

Cntopornst ommeuarom, YUno uimpadovle CIaeKU MOZYH CAVAHCURD OOILUM U3 UHICMDYMEII0E,
cmumy/iupyrouiux eblno.iernue Cmoponamu CEOUX KOJTUUCCMECHILBIX 00SA3AMe,16CHI6 RO
emépoccm Il wiu eo3epawieriue K cmamycy cobrooenus 6 cjayuae napyuienus ynmux
00513ame;16CHIE. Hpu IMOM, RpUMeneIiue Imoco uncmpymertima 00 1DICILO VU URIBIGAND 6CC
06cm0;1meﬂbcm6a, 6 MOM HUCTIC COHUATbIO-IKONOMUUCCKYIO cumyauuro 6 1e codwo@alomux
Cmoponax C mem, Umooul ypoeeitb mmparl)nblx CHABOK CROCOOCMBO8U1 60CCMAILOGICILUIO
umMu cmamyca cobarooenus, a ne yeyeydaan mpyonocmes noaodicenus (Parties note that penalty
rates may serve as one of the instruments to incentive the implementation by the Parties of their
guantified GHG emission commitments or return back to the compliance regime in the case of
violation of their commitments. However, application of thisinstrument shoud take into account
all circumstances, including social and economic situation in the Parties being in non-
compliancein order to provide a level of the penalty rates which could facilitate the restoration
of their compliance status, and do not increase difficulties of the situation).

Parties decide that emission commitments for the second commitment period should be adopted
before the beginning of the first commitment period.

Parties decide that, if a Party has been determined as being in non compliance with its
commitments under Article 3.1, u go3mooicnocmu ucno16306anUaA ROOUIPUMETHILLIX MeD
ucuepnanst (and possibilities of facilitative measures have been exhausted, the enforcement

branch should apply the following consegquences:
» Subtraction of excess emissions from the assigned amount of the subsequent
commitment period.

Hmpadhnsie cmaexu 0151 Cmopon, ne cooiro0arouiux 00s3amej16Cmed 6 MeKyuiuil
nepuoo, na cAeoyIouiuil RepUeO 6bINOUICILUA 0DAZAME/TbCING U HPOZPCCCUBILLIEC
wmpagrvie CMagKU 1@ NePpUoo0, HOVHLUIL 34 C/ICOVIOMUM NEePUOOOM 00S3AMC/IbCHIG,
eciau Cmoportpl, KOmMOpPLIX MO KACACMCS, OYOVHL 8 COCIOSLILUN 11eCo0.1I00¢eIius 8
Konue ciedyouezo nepuood, 001ICIbl YCHIAIAG TUBAINBCS 6 COOMECINCIGUU C
pazpabomannoii memoouxoit ux onpeoeenus (Penalty rates should be set for the
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subsequent commitment period to the Parties being in non-compliance with their
obligationsin the current commitment period and progressive penalty rates - for the
period following after the subsequent commitment period, if the Parties concerned are
not in compliance at the end of the subsequent commitment period, in accordance with

Saunmepecosartvie Cmoponst HOC/ie orpedeienus ux CImamyca 1ecodirooenus

001ICILbL PA3PAGOMames RJAGIbl OCHUCMEUH, YCIANLAEIUSAIOMIUEC KAKUM 00pA30M U 6
KaKue CpoKu yKazaiisie Cmoponbl npe@no,mzmom vdomemeopumb mpe6oeanu;1 no
GHIROINCILUIO CEOUX 0DA3AME/TbCHIE 6 cne@vlomem nepuode 00:13aMe1bCMe.
Komumem no OCYHLECCGICILUIO MOXCEen 6bICKA3ANb C60U pexomen@auuu no
onmumuzauuu Mep u Meponpu;zmuﬁ, codepalcamuxc;l 6 niarax. (Par ties concer ned
shall after determination of non compliance, develop compliance action plans setting
out how and in what terms these Parties propose to meet their commitmentsin the
subseguent commitment period. The Compliance Committee can make its
recommendations on the optimization of measures and activity containing in the

plans).

Compliance: differentiation between Parties (in particular Annex | and non-Annex 1)

Parties decide that the mandate of the enforcement branch will be limited to obligations that are
incumbent on Annex | Parties.

There will be no digibility requirements for non-Annex | Parties in respect of their participation in
the CDM, recognizing that only Parties can participate in the CDM that have ratified the Kyoto
Protocol and meet commitments under Article 12 of the Convention taking into account the
availability of financial resources.

There will be no differentiation between Annex | Parties and non-Annex | Partiesin respect of the
application of consequences by the facilitative branch.

Komumem no cobirooernuro 6yoem yuumoléants 2UOKOCHIb, RPCOOCHIAGAACMYIO CIIDAILAM,
HAXOOAUUMCS 8 COCMOILUU REePexo0a K pelitounoil Ikonomuke, coziaciio Cmamoe 4.6 PKUK
u Cmamoe 3.6 Kuomckozo npomoroaa. K Cmoponam Ilpunoscenusa | uz wucaa cmparn ¢
REePexo0ol IKOHOMUKOIL 8 REPELLIL REPUOO 003ameT1bCHI¢ YOV RPUMECILAMbCS HOJIbKO
HOOWPUMEIBIILIC MEPbl 8 PAMKAX CoOclicmeyiouiell eemeu npouedypul cobdsuooenus. Ilpu
IMOM, CHIPDAILBL C NCPEXOOILO U IKOIOMUKOIL OVOVI UMEHIb 00CHIYA K (hunarcogo-
MEXILUYCCKOMY COOCHCHIGUIO, UMESl 6 GUOY, HHI0 IO Ie OYOeH HANOCUMb KAKOZ0-TUD0
vuiepoa oaa nynkmoe 3-5 u 7 Cmamovu 4 Koneenuuu (The Compliance Committee will take into

account a certain degree of flexibility allowed to the countries undergoing the process of
transition to a market economy in accordance with Article 4.6 of the UNFCCC and Article 3.6
of the Kyoto Protocol. Only facilitative measures within the facilitative branch of the
compliance procedure will be applied to the Annex | Parties, undergoing the process of
transition to a market economy, in the first commitment period. For all thisthe countries
undergoing the process of transition to a market economy will have an access to any kind of
financial and technical assistance taking into account that it won't render any prejudice or
damage to the paragraphs 3-5, and 7 of Article 4 of the Convention).

Compliance: relationship between the COP/M OP and the Compliance Committee
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Cmoponust pewiarom, umo poio KC/CC 00.13ic1a ¢ ocrogrom 0vinte ozpariuuena onpedeiernuem
o0uLez0 ROJIUMUMCCKO20 DYKogoocmea Komumemom no cobrooenuro. Oonako, 6 ciyuae
nooauu kaxo-1ubo Cmoponoi aneiayuu na peurenue Komumema no cobuooenuro, KC/CC
00/LICILbL PACCMOMPEIb OQILIIbLIL KOILKDEMIBLIL C/IVYQIL U GbIILCCHII OKOILUAMEIbILOC peuteliie.
(Parties decide that the role of the COP/MOP should mainly be limited to giving general policy
guidance to the Compliance Committee. However, COP/MOP should consider a specific
individual matter and adopt the final decision in case of appellation by any Party concerned onto
the Compliance Committee decision).

o Jlioban Cmopona umeem npago 1t nQOAUy 8 OMILOUICILUN PCIICILUIL NP UILYOUMEIbILOIL 6CGU
anesauuu KC/CC ¢ npedcmasiernuem cOoOmeemcmeyiouiux 000cnosanull u urndopmarnuu.

(Any Party should have a right to appeal to COP/MOP in the attitude of the enforcement branch

decision with submission of relevant substantiations and information).

o Komumem no cod.uo0ernuio 00,1i1cel npultuMams 60 GHUMAILUE JI0OVIO CICHeIb 2UDKOCHIU,
pazpewaemyio KC/CC ¢ coomeemcmeuu co Cmamoeit 3.6 IIpomoro.aa u Cmamoeii 4.6
Koneenyuu, 011 Cmopon, exuouennvix ¢ Ipuiosicenue I u ocyuiecmeasiiouiux npouece
nepexooa K psinounoii yxonomure (The Compliance Committee should take into account any
degree of flexibility allowed by the COP/MOP pursuant to Article 3.6 of the Protocol and Article
4.6 of the Convention for the Annex | Parties undergoing the process of transition to market

economy).

M andates enfor cement branch and facilitative branch

» Parties decide that the mandate of the enforcement branch covers quantitative emission
commitments, eligibility requirements under Articles 6, 12 (only Annex | Parties) and 17.

» All other cases of non-compliance fall within the mandate of the facilitative branch, including
Articles 2.3,3.14,5.1, 7.1, 7.2, 10 and 11, taking into account the character of commitments for
Annex | and Non Annex | Parties.

» Thefacilitative branch shall be responsible for providing advice, facilitation to Partiesin
implementing the Kyoto Protocol and promoting compliance of Parties with their commitments
under the Protocol.

Compliance: composition of the Compliance Committee

* Parties decide to establish a Compliance Committee, which shall function through two branches
namely a facilitative branch and an enforcement branch.

Facilitative branch

* Parties decide that the balance in the facilitative branch will be in accordance with current
UNFCCC practices (equitable geographical representation of the five UN regiona groups, taking
into account interest groups as reflected by the current practice in the UNFCCC Bureau).

e Equal numbers of members from each of the five UN regiona groups, plus one representative
from the group of small island devel oping States.

» Thefacilitative branch shall consist of 11 members.

» Facilitative branch members shall make every effort to reach agreement on any proposed decision
by consensus. Any decision shall, as alast resort, be adopted by a three-fourths majority vote of
the members present and voting at the meeting.

Enforcement branch
+ Parties decide that the balance in the enforcement branch will be in accordance with current
UNFCCC practices (equitable geographical representation of the five UN regional groupings,



-119 -

taking into account the interest groups as reflected by the current practice in the UNFCCC
Bureau).

e Equal numbers of members from each of the five UN regional groups, plus one representative
from the group of small island devel oping States.
» Theenforcement branch shall consist of 11 members.
» Enforcement branch members shall make every effort to reach agreement on any proposed
decision by consensus. Any decision shall as alast resort be adopted by a:
» Three-fourths mgjority vote of the members present and voting at the meeting
» Double mgjority (mgjority asawhole and in annex | and non annex 1).

Compliance: Legal basis, the form of adoption of thefinal result on compliance

» Parties decide that the adoption of the compliance system, including binding consequences, should
be legally based on:

* An agreement supplementing the Kyoto Protocol prior to its entry into force
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SUBMISSION NO. 22: SAMOA
(on behalf of the Alliance of Small Island States)

SUBMISSION of SAMOA on behalf of the
ALLIANCE OF SMALL ISLAND STATES(AQSIS)

Comments on the Note by the President of COP6 of 23 November 2000
16 January 2001
I ntroduction
This submission is made by Samoa on behalf of the Alliance of Small Iland States (AOSIS). It provides
comments on the Note by the President of COP6 of 23 November 2000, attached to decision 1/CP.6, and

replaces earlier written comments by AOSIS on the President’s Note. However, it should be considered
as building upon AOSIS submissions on related topics.

AOSIS believes that the President’s Note provides a logical basis to commence negotiations on a
political compromise at the resumed COP&6. It wishes to urge Parties to reach a swift compromise on the
political issues addressed in the President’s Note that remain unresolved, in a manner that promotes the
Protocol’s environmental integrity. AOSIS also wishes to stress the need to finalize the technical
discussions on the draft decisions before the end of the resumed COP6.

This submission follows the structure of the President’s Note. AOSIS reserves the right to make further
submissions, in particular, on technical issues.

Box A. Capacity building, technology transfer, implementation of Articles 4.8/4.9; 3.14, finance

Funding mechanisms and gquidance to the GEF

AOSIS supports the establishment of a specific fund for adaptation with special consideration to be
given to the needs of LDCs and SIDS. AOSIS also supports separate funding arrangements for the
funding of technology transfer and capacity building.

Adaptation fund

AOSIS believes this fund should be established under the COP/MOP. It should be managed by an
existing institution that can demonstrate a high level of responsiveness to and knowledge of the needs of
developing countries, in particular the LDCs and SIDS amongst them, capable of operating efficiently
and effectively. The fund shall support all kinds of adaptation activities to climate change in developing
countries that are particularly vulnerable to the adverse impacts of climate change in accordance with
national priorities identified by these parties and programmes, priorities and eligibility criteria

determined by the COP/MOP. Such activities may include stage Ill adaptation activities.

AOSIS strongly believes that finance for the adaptation fund shall be generated by the share of the
proceeds from the clean development mechanism (CDM), joint implementation (JI) and emissions
trading (ET), including in the form of a transfer of [x] per cent of the initial assigned amount of each
Annex Il Party to the adaptation fund, as well as additional voluntary contributions from Annex Il

Parties and other sources. Such contributions shall in no manner diminish the legally binding obligations
of Annex Il Parties under the Convention to provide new and additional funding to the Convention’s
financial mechanism for developing country Parties vulnerable to the adverse impacts of climate change,
especially SIDS.
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AOSIS proposes that the share of the proceeds for CDM/JI isinitialy to be set at [not less than 10%]
and shall be periodically reviewed and adjusted by the COP/MOP on the basi s of the amount of funding
provided and the impact of the share of the proceeds on the use of the mechanisms. The first review shall
take place five years after the interim operation of the CDM (see Box B). Reviews shall not have
retroactive effect.

AOSIS strongly opposes any prioritisation of adaptation activities related to deforestation, land
degradation and desertification over other types of adaptation activities.

Funding arrangements for Technology Transfer and Capacity Building

AOSIS supports the concept of specific, concrete funding arrangements to meet devel oping country
Parties’ needs relating to capacity building and technology transfer.

AOSIS believes the existing legally binding commitments of Annex Il Parties to fund developing
country Parties needs for technology transfer and capacity-building should be fully met without being
made conditional upon the entry into force of the Kyoto Protocol and the operation of its mechanisms.

AOSIS believes that any new funding arrangements to be established to meet developing country

Parties’ technology transfer, technical support and capacity building needs should be established under
the COP and operate in accordance with COP guidance. New funding arrangements shall be managed by
an existing institution that can demonstrate a high level of responsiveness to and knowledge of the needs
of developing countries in particular the LDCs and SIDS amongst them, and which is capable of

operating efficiently and effectively.

Capacity Building

In view of their particular vulnerabilities, AOSIS believe the capacity-building needs of LDCs and SIDS
should receive priority in the related draft decisions.

Adver se effects of Climate Change

AQOSIS strongly believes that the legally binding obligations of Annex Il Parties under the Convention to
provide funding to the Convention’s financial mechanism for developing country Parties vulnerable to
the adverse impacts of climate change are additional to the funding provided by those Parties to the
adaptation fund.

Box B. Mechanisms

COP/MOP <-> Executive Board

AOSIS strongly supports the President’s suggested formulation for the composition of the executive
board as well as the other provisions in this section.

In relation to institutions for a prompt start, AOSIS believes the CDM can only work effectively if the
institutional infrastructure necessary for securing environmental integrity of CDM projects is in place.
Thus, in addition to the executive board, AOSIS believes institutional arrangements must also be
established to ensure the effective verification, monitoring and certification of CDM project activities, as
well as the transfer of the share of proceeds to the Adaptation Fund (see also comments on Box A).



-122 -

Eligibility of project activitiesunder the CDM

AOSIS supports the speedy devel opment of expedited procedures for environmentally sound projects
covering small-scale renewabl e energy and energy efficiency. Priority action by the Executive Board
should be taken to stimulate early development of such projects.

A clear framework for developing consistent, comparable and credible basdlines to determine the
additionality of CDM projects must be adopted as part of the prompt start of the CDM.

AOSIS welcomes the widespread recognition at The Hague that Annex | Parties will refrain from using
nuclear facilities for generating certified emission reductions under the CDM. AOSIS a so believesthe
inclusion of projectsrelating to land use, land use change and forestry can only be decided by the COP
once outstanding scientific, methodological and policy issues have been resolved (see also comments on
Box C).

Supplementarity

AOSIS supports the examination by the compliance system of information submitted by Annex | Parties
indicating whether demonstrable progress has been made by each of them to implement domestic action
by 2005, and that Annex | Parties shall meet their emission commitments primarily through domestic
action.

Trading modalities and liability

Criteriarelating to Party level participation are amajor component in guaranteeing the environmental
integrity of the system. Accordingly, al Annex | Parties must demonstrate to the compliance system that
their participation would not undermine the environmental credibility of al three mechanisms prior to
their participation in the mechanisms. At a minimum, the compliance system must provide affirmation
that a Party has ratified the Protocol, is bound by the compliance system and meets all relevant reporting
requirements before it can participate in the mechanisms.

The portion of the assigned amount to be retained for each commitment period in a commitment period
reserve shall not be less than 98%. The figure of 70% istoo low and endangers the environmental
integrity of the system.

Promotion of geographic distribution of CDM pr oj ects

Special attention should be given to the capacity-building for LDCs and for SIDS as these countries are
often marginalized in the globa economy, due to limited resource base, economies of scale and
remoteness. AOSIS supports exempting CDM projectsin LDCs and SIDS from the share of proceeds
for adaptation.

Proceduresfor Joint |mplementation

Criteriarelating to Party level participation are amajor component in guaranteeing the environmental
integrity of the system, in particular for JI. Participation conditions for Parties, as mentioned under
trading modalities above, must be demonstrably proven to the compliance system as having been met
prior to participation in JI projects. AOSIS support exclusion of nuclear and, pending further work,
LULUCEF projectsfrom Jl.
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Box C. Land-use, Land-use change and forestry

Definitionsfor afforestation, refor estation and defor estation under Article 3.3

AOSIS supports the biome approach to definitions of ARD under Article 3.3 and strongly believes that
Parties should decide to establish a process to investigate the inclusion of biome-specific forest
definitions. AOSIS has, furthermore, provided detailed technical proposals for definitions and will
introduce these, as appropriate in technical discussions.

Additional activities and accounting under Article 3.4

Accounting for the first commitment period

AOSIS strongly supports the exclusion of additional activities under Article 3.4 for the first commitment
period. Should negotiations move towards a discussion of additional activities under 3.4 for the first
commitment period, AOSIS would call for athorough assessment of the consequences of specific
country-by-country caps to address issues related to scale, measurement uncertainties, factoring out pre-
1990 activities and indirect human-induced effects.

Accounting for the second commitment period

AOSIS believes a scientific process should be set up under the IPCC to assess practi cable methodol ogies
to factor out indirect human-induced effects, natural effects and effects resulting from pre-1990 activities
and to address measurement uncertainties.

AOSIS strongly supports the view that modalities, rules and guidelines for the inclusion and accounting
of activities under Article 3.4 for the second and subsequent commitment period should be decided as
part of the second commitment period negotiations.

LULUCF under the Clean Development M echanism

AOSIS strongly believes that Parties should postpone the decision on the inclusion of LULUCF
activities until outstanding scientific, methodological and policy issues have been resolved. In
preparation for this decision, SBSTA, aided, if necessary, by the IPCC, should carry out further work to
address accounting modalities and definitions, the issue of permanence, social and environmental
effects, leakage, additionality, measurement uncertainty and scale.

Box D. Palicies and Measures, Compliance, Accounting, Reporting and Review

Policies and measures

AOSIS supports the proposal to invite parties to make submissions on the definition of demonstrable
progress and the need for guidelines for reporting on this progress (Article 3.2 of the Kyoto Protocol) to
be adopted by COP-7.

Compliance

AOSIS strongly supports continued negotiations on Procedures and M echanisms for Compliance under

the Kyoto Protocol on the basis of the text developed by the Joint Working Group on Compliance

contained in document FCCC/2000/CRP.15/Rev 2, and addresses these responses to the President’s
Note on the assumption that the choices and design principles that follow should provide the basis for
completing negotiations on that text.
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Compliance: consequences of non-compliance with Article 3.1

AOSIS believes that legally binding consequences that are likely both to deter and to provide a means of
remediating the environmental effects of non-compliance will be an essentia tool in responding to non-
compliance with Article 3.1 of the Protocol. Such consequences must be designed in conjunction with
mechanisms for preventing particular kinds of non-compliance, such as commitment period reserves,
and rigorous rules and procedures for designing and verifying project performance under JI and the
CDM.

While apenalty in the form of a deduction of tonnes from a subsequent commitment period assigned
amount can provide a deterrent and a means of continuing to hold an Annex | Party accountable for its
ongoing obligations, such a deduction cannot alone guarantee environmental integrity. Failure to comply
with commitments in afirst commitment period justifies greater international scrutiny of an Annex |
Party’s performance in a subsequent commitment period, through a Compliance Action Plan.

For the deduction of tonnes to be an acceptable penalty, it must be:

- Accompanied by an agreement by the COP to negotiate, adopt and bring into force emissions
reductions commitments for subsequent commitment periods prior to the conclusion of the first
commitment period;

- Subject to a penalty rate at a high level that will partly serve as an interest rate for the delays in the
achievement of emission commitments, and as an incentive to comply as quickly as possible.

Therefore, AOSIS would join in a consensus to support giving the authority to the enforcement branch
to impose, in response to a the non-compliance of an Annex | Party with its commitments under Article
3.1, the following consequences in combination:

- Deduction of tonnes from the assigned amount of the non-complying Party in a subsequent
commitment period at a penalty rate of [2][1.5] times the amount of tonnes emitted by that Party in
excess of its assigned amount in the first commitment period.

- Parties concerned shall, after determination of non-compliance, develop and submit to the
enforcement branch for its approval a compliance action plan setting out inter alia how they propose
to meet their commitments, on an annual basis in the subsequent commitment period.

- Imposition of an additional penalty of 0.50 [0.25] times the remaining excess tonnes calculated
annually for as long as that Party is in non-compliance as well as in relation to the amount with
which the Party concerned has exceeded its target.

Compliance: differentiation between Parties (in particular Annex | and non-Annex |)

AOSIS agrees that the mandate of the enforcement branch shall be limited to agreed obligations of
Annex | Parties only.

There will be no eligibility requirements for non-Annex | Parties in respect of their participation in the
CDM other than ratification of the Protocol and acceptance of the compliance system. There will be no
differentiation between Annex | Parties and non-Annex | Parties in respect of the application of
consequences by the facilitative branch.

The facilitative branch, shall, in providing advice and assistance to Parties, respect the differing rights
and obligations of Parties under the Protocol and the principle of common but differentiate
responsibilities. It must recognize that not all the consequences that have been proposed can apply to
Non-Annex | Parties in the same manner as it applies to Annex | Parties. Some of the consequences are
not appropriate. For example it is proposed as a consequence that the facilitative branch can refer a case
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to the enforcement branch. This s totally inappropriate where non-Annex | Parties are concerned.

Furthermore, financial resources under the Protocol’s financial mechanism are available, as a matter of
right, to developing country Parties only. This cannot be altered in law or in practice through the
mandate of the compliance system.

Compliance: relationship between the COP/M OP and the Compliance Committee

AOSIS believes that Parties decide that the role of the COP/MOP should be limited to giving general
policy guidance to the Compliance Committee and that it should not intervene in individual cases.
AOSIS agrees that there is no need for an appeals procedure.

M andates enfor cement branch and facilitative branch

AOSIS believes that the mandate of the enforcement branch covers quantitative emission commitments,
reporting requirements and eligibility requirements under Articles 5.1, 6, 7.1, 12 (only Annex | Parties)
and 17.

The facilitative branch shall be responsible for providing advice and facilitation to parties in
implementing the Kyoto Protocol and promoting compliance of Parties with their commitments under
the Protocol, taking into account the principle of common but differentiated responsibilities and
capabilities of Parties included in Annex | and Parties not included in Annex |.

Compliance: composition of the Compliance Committee

AOSIS supports the President’s proposal on composition, that the Compliance Committee membership
shall reflect current UNFCCC practices (equitable geographical representation of the five UN regional
groups, taking into account interest groups as reflected by the current practice in the UNFCCC Bureau).

AOSIS does not, however, support the use of a double majority voting rule within either branch, as this
would in effect provide Annex-based groupings of members from Parties with a veto, and would
promote partisan politics contrary to the spirit of the individual and expert capacities in which the
members are asked to serve.

Compliance: Legal basis, theform of adoption of thefinal result on compliance

AOSIS supports the adoption and ratification of a legally binding agreement that would bring into force
procedures and mechanisms authorized to impose binding consequences that would supplement the
Kyoto Protocol prior to its entry into force.
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SUBMISSION NO. 23: SWEDEN
(on behalf of the European Community and its member States)

11 January 2001

Submission by the European Union on the informal note by the President of COP 6.

1. The European Union welcomes the opportunity to submit views with regard to the proposals
made by the President of COP 6 on November 23, 2000. The Union now wishesto confirm
the written amendments put forward in the Ministerial session of November 24, 2000. In the
process ahead, the Union is prepared and willing to give further clarifications of its own
positions and looks forward to further discussion on certain issuesin the text, in particular
regarding institutional and governance issues.

2. TheEU looks forward to receiving arevised version of the President’s proposal as a basisfor
further negotiations.

3. Inthiscontext, the EU underlines the importance of the work carried out during COP 6 aiming
at preparing formal decision texts and emphasises the need of trandating any political
agreements that may be reached in the further consideration of the President’s proposals into
formal decision texts.

4. The European Union wishes to reiterate its resolve to cooperate with all Parties in the efforts
to find solutions to the outstanding negotiating issues with a view to reach agreements at a
resumed COP 6 session that would enable all Parties to ratify the Kyoto Protocol.

ORIGINAL SUBMISSION OF 25 NOVEMBER 2000
25 November 2000/12: 15 AM

EU AMENDMENTS
TO PAPER DISTRIBUTED BY CHAIRMAN PRONK

Box A :
Funding mechanism and guidance to GEF

1. Page 2, Section on the Convention fund, bullet 2: Revise the first sentence:

“Under this fund, new and additional funding will be made available by Annex Il Parties for activities
in developing countries: technology transfers and technical support, capacity building related to
climate change, specific CDM capacity building, national programmes contaimitiggation

measures. New and additional funding . . . "

2. Page 2, section “Adaptation fund”, bullet 2,
- 2nd sentence should read:

“Finance will be generated by a share of proceeds on the CDM (2% of the CER generated by a
project) and voluntary contribution bv Annex Il Parties”
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- Delete the last sentence of that bullet

4. Page 2, section “Convention Fund”, Replace in the first sentence and in the first and second bullet
“window” by “fund”

5. Page 2, section “Convention Fund”, third bullet, replace text by
“Sources for funding will be supplementary contribution to the third GEF replenishment,
voluntary contributions by annex || parties, or additional ODA . Annex |l Parties may also
transfer [ X] percent of their initial assigned amount to the registry of the fund. Annex 1
parties can acquire these units, on the basis of article |7, for the purpose of meeting
their commitments of article 3.1”

6. Page 3, section <<Resource>>,

- insert to the second sentence

“They agree that the sum total of contributions to the adaptation fund, the convention fund and other
funding for climate change should reach the level of . . .”

Adver se effects of climate change

7. Page 4, 1st bullet, 3rd line: replacether relevant sources and the staged approdsgh“and
other relevant sources, as well as the staged appfoach

I mpacts of response measures (Article 3.14)

8. Page 4, replace 1st bullet by:
“The efforts in striving to implement their commitments mentioned in Article 3.1 of the Kyoto
Protocol in such a way as to minimize the adverse social, environmental and economic
impacts, such as: reducing or phasing out of subsidies for fossil fuel production and reducing
or phasing out the use of high emission energy carriers. ”
I mpacts of response measures (Article 4.8)

9. Page 4, 1st bullet, 1st line: replace “will assist” by “should assist”.

10. Page 4, 1st bullet, 2nd line: replace “in the field” by “in the fields”
Specific needs of theleast developed countries(incl. SIDS)

11. Page 5, 1 <t bullet, chapeau: replace “GEF, focusing on:”by “GEF or Adaptation fund, focusing
On”

12. Page 5, 1st bullet, 2nd indent: add “(NAPA)” at the end of the sentence
13. Page 5, 1st bullet, 3rd indent: replace existing text withofity for implementation of concrete
adaptation projects through the Adaptation fund, on the basis of National communications or NAPAs.

Planning for disaster preparedness and prevention, avoidance of deforestation and prevention of land
degradation may be included. ”

Box B

COP/M OP and executive board
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1. Page 6, section “Composition of the executive boardgplace second and third bullet by:
“The Executive Board shall have 20 members: 10 members chosen on the basis of equitable
geographical distribution; 5 chosen from amongst Parties included in Annex | and 5 chosen
from amongst Parties not included in Annex | (including one member to represent the Small
Island Developing States). ”

2. Page 6, section “Decision making power of the COP/MORadd to the text of the first bullet:
“The Executive Board shall make decisions on a provisional basis, pending adoption of the
decisions by CoP/MoP. "

3. Page 6, section “Institutions for a prompt start”,in the first bullet, replace
“...at the next session of the subsidiary bodiagith “...at the Conference of the Parties at its seventh
session”.

Eligibility of project activitiesunder the CDM

Page 6, bullet 2, replace the existing text by the following :
“Annex 1 Parties declare that they will refrain from using nuclear facilities and new large
hydro-power plants for generating certified emissions reductions under the CDM and JI”
Supplementarity

4. Page 7. Replace the existing text by the following:

“Each annex | Party shall meet its emissions commitments primarily through domestic action
since 1990. This means that use of the mechanisms Amidks6, 12, and 17 shall not exceed
reductions achieved through domestic actions as reported in national communications and reviewed

under Article 8. Compliance with this principle will be assessed by the enforcement branch of

the compliance committee on the basis of qualitative and quantified information. A first
assessment of demonstrable progress, as referred to in Article 3.2 of the Protocol, shall be
specifically reported on the basis of criteria to be developed by SBSTA. ”

Trading modalities and liability

5. Page 7, second bullet, second sentence, replace “This portion shall be 70 percent of their
assigned amounts ” with “This portion shall be 98 percent of their assigned amounts ”

Page 7, add anew bullet saying :

“Environmental and economic dimensions of the use of the revenues from net international
emission transfers arising from emissions trading shall be considered at COP 7."

Promotion of geographic distribution of CDM projects
6. Page 8, second bullet, amend the last point in the following manner:
“Public funding of a CDM project should be additional to current ODA. ODA will not be used
to purchase CERs under CDM. ”
Participation

7. Add a new section at the end of Box 2, which would contain the following
text:
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“Parties agree that all Annex | Parties must be in compliance with methodological and
reporting requirements under articles 5 and 7, and must have a national registry system in
place, to participate in the mechanisms. The compliance committee should rule on whether a
Party could participate, based on a report by the Party demonstrating that it meets the
requirements. If no decision is forthcoming after 18 months after the report is received, the
Party should be eligible to participate.”

Box C
Under title and beforefirst section

1. Add the following chapeau:
“LULUCEF activities under the Kyoto Protocol should be consistent with and supportive of the
conservation and sustainable use of biodiversity. "

Additional activities and accounting under article 3.4

2. Page 10, Sectiorktigible activities”, replace the existing paragraph by:
“Parties further recognise that carbon stock changes and associated emissions by
sources and removals by sinks of other greenhouse gaskiisg from LULUCF
activities undertaken under Art 3.4 of the Kyoto Protocol can be used for meeting
commitments under Art 3 of the KP only where data exist to demonstrate that that they have
had a significant human induced, intentional, additional effect since 1990 on net emissions
and/or removals. The demonstration shall be made using methods agreed by the COP,
consistent with good practice guidanceto be developed by IPCC”.

3. Page 10, section “Accounting’, replace the second bullet by:

“Therefore Parties decide that the contribution of additional activities under article 3.4, for
the second interval identified below, towards meeting a Party’s target in the first Commitment
Period shall be limitedo 0.5% of the Party’s base year emissions. ”

4. Page 10, sectiorFirst interval” , second bullet, 4™ line: Change “since 1990y “in the
commitment period”.

5. Page 10, section “Second interval”, second bullet, 4th line: discount rate should be 97% instead of
85%.

Additional article 3.4 activities during the second and consecutive commitment
periods

6. Page 11, second bullet, final line, replace “taking into account methodological work by the
IPCC on this matter'by “based on scientific criteria and methodologies assessed and
developed by IPCC”

LULUCF under the CDM

7. Page 11, replace entire section by:
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“Parties consider that the issues of scale, risks and uncertainties are far from being
met regarding LULUCF projects. Therefore, these shall na@ibble to the CDM at
least during the first commitment period. ”

Box D

Consequences of non compliance with article 3.1

1. Page 12, 5th bullet, 2nd indent, replace existing text by:
“Penalty rate should be set at 2 and be increased taftet the subsequent commitment
period . ..”"

2. Page 12, 5th bullet, 3rd indent, change existing text to :
“The Party concerned shall, after determination of non compliance, develop and submit to the
enforcement branch for approval a compliance action plan setting out how they propose to
meet their commitments in the subsequent commitment period. Such a compliance action plan
shall include, as a priority, domestic action, acquisition of preceding commitment period
assigned amounts, or mitigation projects.”

3. Page 12, add a new indent to the last bullet :
“Loss of right to transfer tonnes under articles 6 and 17 until the Party demonstrates
it will have a surplus. ”

M andates enfor cement branch and facilitative branch
4. Page 13, bullet 2, delete reference to articles 5.1 and 7.1 in second bullet and
include at the end of thefirst bullet :

“as well as reporting requirements under articles 5.1, 5.2, 7. 1and 7.4 "

Composition

5. Page 14, copy last paragraph of section on the enforcement branch to replace the last paragraph of
the section on facilitative branch. (on double-majority voting rules).

6. Page 14, section on the enforcement branch, replace paragraphs 1 to 3 with :
“Parties decide that the enforcement branch shall consist of 7 members, 5 nominated by
Annex 1 Parties and 2 nominated by non Annex 1 Parties. ”
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SUBMISSION NO. 24: SWITZERLAND
(on behalf of the Environmental Integrity Group)

In response to Decision 1/CP.6, Switzerland, on behalf of the Republic of Korea, Mexico,
Liechtenstein and Monaco forming the Environmental Integrity Group, submit the following
comments to the informal note dated 23 November 2000 by the President of COP 6.

The Environmental Integrity Group considers that the President’s note is a good basis for a politica
agreement. After a previous agreement on the elements of the President’s note, Parties will be able to
conclude successfully their negotiations on the documents on specific items of the Buenos Aires Plan
of Action.

We suggest, in the attached comments to the President’s note, some modifications of the proposed
agreement in order to be consistent with some current practices in the Convention’s process as well as
other elements aimed at maintaining the environmental integrity of the implementation of the Kyoto
Protocol.

The fact that we do not comment or mention the remaining proposals of the President’s note does not
imply that we accept them. We simply consider that they must be negotiated as soon as possible with
all Parties.

BOX A : Capacity building, technology
transfer, implementation of
Articles 4.8/4.9; 3.14, finance

Funding mechanisms and guidance to the GEF

Adaptation Fund

[ Second bull ]
Delete the last sentence "Projects will be implemented by the UN implementing agencies

Note: if not, this unnecessarily excludes institutions such as the World Bank, which is one of the GEF
Implementing Agencies

[Third bullet, changes in bold]

+*» The GEF Council shal manage the fund (del ete the remaining text)
Note: Management of the Adaptation Fund by the existing GEF Council should be acceptable, given
that developing countries and CEITs have 18 of 32 Constituencies in that body. We propose deletion
of the remaining text since the GEF, as financial mechanism of the Convention, is by definition
subject to COP and COP/MOP guidance.

Convention Fund

[ Third bullet, point 3.]

replace ‘will” with "'may’
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Resources

[ Replace existing text]

In addition to the Adaptation and the Convention Fund Parties agree to increase resour ces for
climate change funding trough a levy on Art. 6 (JI) and Art. 17 (Emission Trading). The
COP/MOP shall determine (i) the magnitude of these levies (ii) the way to implement them, and
(iii) the utilisation of the resulting funds.

Climate Resources Committee

[ We propose the deletion of thisitem]

Note: we see no plausible rationale for the establishment of such a Committee. Discussions of this
item at COP 6 revealed that it had not been proposed by any Party or negotiating group.

Specific needs of the least developed countries (LDC's, including SIDS)

Note on the heading of thisitem: it is unclear whether this would apply only to SIDS that are LDC's or
to all SIDS.

[First bullet, third arrow]

We propose the deletion of the second sentence.

Note: there was consensus on the deletion of this second sentence at COPG.
Box B : M echanisms

Insert new textbox:

Environmental safeguards and public participation

s CDM, JI and Adaptation Fund projectsshall be subject to environmental safeguards and
public participation provisions, in linewith UN rulesand current practices.

s Projectsincluding the use of nuclear energy arenot eligibleas CDM, JI, or Adaptation Fund
projects.

Rationale: Public participation provisions belong in our view to the key issues of the Mechanisms and
shall therefore be addressed in the note of the President. Our group strongly supports the exclusion of
nuclear energy from any projects under the protocol.

COP/MOP <-> Executive Board

First bullet under C., replace and add text as follows:

% Parties decide that a prompt start for the CDM will be operationalised by election of the Executive
Board at the-next-session-of-the subsidiary-bodies COP7. The COP assumes all responsibilities
of the COP/MOP necessary for the prompt start of the CDM.

Rationale: This provision is necessary for a CDM prompt start.
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Eligibility of project activities under the CDM

Delete second bullet, now contained in new textbox above.

Last bullet, add following text in bold:

° o the Executive Board shall further develop rules and modalities for the operationalisation of this
decision, including methodologies for baselines, additionalities and monitoring of CDM and

JI projects.

Rationale: Rules and modalities for baselines, additionality and monitoring of projects belong to the
key issues of the Mechanisms and shall therefore be addressed in the note of the President.

Trading modalities and liability

Replace in second bullet:
¢ ... Thisportion shall be 70 98 percent......

Rationale: In order to avoid the risk of “overselling” the portion of the assigned amount that has to be
placed in a commitment period reserve shall be very close to 100 percent (unless projections or recent
emissions indicate that not all these assigned amount units are needed for own compliance needs). As
long as the concrete number of the portion for the reserve is not agreed sufficiently high enough, our
group still maintains its own liability proposal (Swiss Prop9sal

Fungibility
Fifth bullet, add text in bold:

s Parties decide that emission reduction ueastified emissions reductions and parts of assigned
amount may....

Rationale: Non-fungibility of CER’s would make the CDM for investors much less attractive than Ji
and IET. Furthermore non-fungibility of CER’s would be difficult to implement and could be
circumvented in praxis.

Promotion of geographic distribution of CDM projects

Delete brackets in first bullet; delete “current” in the last sentence of the last bullet.

Rationale: The concrete number (<xMw) of what is a small-scale project can be defined by the
Executive Board. This is not a political key issue, which Ministers have deal with.

Procedures for “joint implementation”

Include the following text in bold:

s ... If Parties meet the reporting requirements, howeketjability provisonsunder Art. 17
shall apply mutatis mutandisto joint implementation. Parties note that ....

' FCCC/CP/2000/CRP.3: Paragraph 9, Option 4, Unitsin Surplus to plan
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Rationale: Otherwise Parties could abuse joint implementation in order to circumvent the commitment
period reserve under Art. 17.

Box C: Land-use, land use change and forestry

[Delete from page 10, 2™ bullet under “Accounting” and insert following text as a new textbox on
page 9 as a general provision for LULUCF activities:]

General accounting under article 3.3 and 3.4

X Therefore Parties decide that tiotal greenhouse gasremovals by
sinksresulting from eentribution-of-additionahctivities under articke
3.3and 3.4, towards meeting a Party’s target in the first commitment
period shall be limited t8% of the Party’s base year emissiagsong as
supplementarity of sequestration is not proved.

Rationale: In our understanding the ultimate goals of the convention and the protocol forbid to give
credits for sinks which exist since long. Thus a cap, which limits sink credits both under articles 3.3 as
well as 3.4 is one possible solution to the issues sourrounding sinks (scale, uncertainty, natural effects,
human-inducement since 1990). On the other hand our proposed solution of a threshold and/or
discount rate for all sinks for all commitment periods under all articles based on a scientific rationale
and the magnitude of the residual terrestrial uptake, appears more attractive. However, we are willing
to agree to the cap solution as a compromise, given our aforementioned concerns are met.

Definitions for afforestation, reforestation and deforestation under
article 3.3

[page 9, 3" bullet:]

X Parties decide that for defining afforestation, reforestation and
deforestation the set of IPCC definitions shall be applied.
Afforestation and reforestation include also the promotion of
natural regeneration. According to the IPCC special report, this set of
definitions delivers an accounting system that is closest to the actual
exchange between lands brought under the system and the
atmosphere.

Rationale: Promotion of natural regeneration with a minimum of human interventions is the most
economic and ecologically sound way of creating new sinks. It leads to forests with a well-adapted
species composition. Therefore it should not be excluded from accounting.

LULUCF under the Clean Development Mechanism

[Page 11, add at the end of fourth bullet]

+¢ ...to deal with these issueS8BSTA will re-examine dligibility of activities.

Rationale: Sinks projects in the CDM run the risk to generate several perverse incentives, in sharp
contrast with the ultimate goals of the convention and the protocol. E.g. reforestation following the
deforestation of mature, old-growth forests should never get carbon credits under article 12. To ensure
that safeguards against such perverse incentives can be applied rigorously, we need to examine the
eligibility of sink activities in the CDM.
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Box D: Policies and M easur es, Compliance, Accounting

Compliance: conseguences of non-compliance with Article 3.1

[ Second bullet] :

replace existing text by " Parties recognise that, to guar antee environmental integrity, excess

emissions of a party haveto berestored in the same commitment period and against a penalty

rate."

Rationale: the idea of subtracting excess emissions from a party’s assigned amount for the subsequent

commitment period isakind of "borrowing", which does not guarantee environmental integrity.

Excess emissions have to be restored in and for the same commitment period in which they are

produced

[ Fifth bullet, arrows] :

» replace existing text by " Restor ation of excess emissions, subject to a penalty rate."

» modify existing text asfollows: " Penalty rate should be set at 2.0 and be increased by 0.25 for
the subsequent commitment period if the Party concerned isnot in compliance at the end of
the subsequent commitment period.”

» [no modification]

Compliance: legal basis, the form of adoption of the final result on compliance

[Insert one word ]

... includinglegally binding consequences, should be based on : ...
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SUBMISSION NO. 25: UNITED STATES OF AMERICA

General Comments of the United States on the COP-6 President’s Informal Note
January 19, 2001

Pursuant to the request of the Executive Secretary of December 7, 2000, enclosed are comments on the
President’s Informal Note dated November 23, 2000. The particular Umbrella Group members
associated with each set of comments are specified on each paper. Individual Umbrella Group
members may also be submitting comments separately.

The comments reflect those made on November 24 at COP-6. They have been edited to correct
typographical and grammatical errors, but have not been amended substantively to reflect
developments since COP-6. The U.S. Government reserves the right to submit additional comments
on the President’s Informal Note, to reflect the views of the new U.S. Administration.

To assist Parties in reviewing the comments, we would direct their attention to the following critical
issues:

Box A

= Funding — As reflected in the Umbrella Group submission on financing at COP-6, a strong link
must be maintained between financing and action to lower emissions in developing countries. In
addition, a specific assistance target is not acceptable. Such targets have not generally won
international consensus and are unlikely to do so in the climate change context.

= Share of proceeds — Extending the share of the proceeds to emissions trading or joint
implementation is not acceptable to the United States.

Box B

= Supplementarity — The proposed language in the President’s Note on supplementarity (i.e., that
parties “shall” meet their emission commitments “primarily” through domestic action) amounts to
a quantitative restriction on the use of the mechanisms, which the United States does not support.

= Liability — Any liability rule for emissions trading must not significantly increase the cost of
“normal” trading, and must instead carefully target the risk of massive “over-selling”. Although
the United States believes that transferor liability, coupled with a strong compliance regime, is the
preferred approach, the U.S. Government comments reflect the view that the approach set forth in
the President’s Informal Note may offer a reasonable basis of further negotiation.

= Fungibility — Creating a system in which Kyoto credits are “fungible” is essential — especially so
for the CDM, since if CERs cannot be traded or exchanged, the value of CDM projects will be
considerably more uncertain and less effective as a means of promoting sustainable economic
growth in developing countries.  Although the President’s Informal Note contains useful
preambular language, it does not recognize explicitly that CERs may be traded or exchanged.
Instead, the Note adapts an interpretation of “assigned amount” that is contrary to Article 3 of the
Protocol and undermines the notion that CDM credits are interchangeable with others.

= Paralldism— The suggestion contained in the President’s Informal Note that the rules and
procedures for emissions trading are to be decided by the COP/moP is contrary to Article 17 of the
Kyoto Protocol and is unacceptable to the United States. Instead, as specified in the Buenos Aires
Plan of Action, the rules for emissions trading must be decided at the same time as those for the
Clean Development Mechanism.

= Article 4 “bubble”- As reflected in the proposed Box B-bis, there must be parity of treatment
among all Annex | Parties, including those operating under an Article 4 arrangement. We view
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thisissue as centra to the environmental integrity of the Protocol and will continue to press
strongly for the development of appropriate rulesrelating to Article 4.

Box C

= Phase-in structure — The role of carbon sinks is critical to the cost-effectiveness of the Protocol.
The acceptance by the United States of the agreement in Kyoto was contingent upon our
understanding that the US could use a significant amount of the carbon sequestered by our forests
and agricultural lands to meet our target. As reflected in the U.S. comments on the President’s
Informal Note reflect, artificial limits on the use of sinks are not appropriate, particularly limits
that do not have a sound basis in science, such as a “cap” on the total credits that a Party could
receive under Article 4 of the Protocol. In addition, given the lack of scientific evidence that
indirect human effects have a measurable effect on emissions and removals from cropland
management, grazing land management and revegetation, the United States does not believe it
would be appropriate to impose a significant discount on credits for these activities.

= Snksinthe CDM — LULUCF projects can contribute significantly to the two-fold purposes of the
CDM. The United States believes that all types of LULUCF projects should be eligible under the
CDM, so long as they can satisfactorily address the issues of additionality, leakage and
permanence.

Box D

= Restoration rate — The incentive rate that applies to the subtraction of tonnes for a Party that
exceeds its target should provide a credible incentive to comply; at the same time, it should not be
so high as to create incentives to leave the regime (or not join in the first place). It appears that the
Canadian approach of a sliding linear rate, while not our original proposal, is best calculated to
result in an appropriate, and negotiable, outcome.

= Composition of enforcement branch — The proposal contained in the President’s informal note
regarding the composition of the enforcement branch falls far short of what would be acceptable to
the United States. For a body that will concern itself, at least initially, only with commitments of
Annex | Parties, it is not logical or fair to suggest that its members be predominantly those
nominated by non-Annex | Parties. Double-majority voting (i.e., requiring any decision to include
a majority of Annex | members) does not address the concern, as it essentially only ensures that
two Annex | members (out of 11 members) endorse the decision.

We hope this summary of the principal points in our November 24 submission is helpful to President
Pronk and the other Parties as they determine how best to carry forward the negotiations. As

mentioned earlier, we may submit additional comments in the coming months, as our new team
assumes office.

Box A: CAPACITY BUILDING, TECHNOLOGY TRANSFER, IMPLEMENTATION OF
ARTICLES4.8/4.9; 3.14 FINANCE
SUBMISSION BY CANADA, JAPAN, NORWAY, AND THE UNITED STATES

Funding M echanisms and guidanceto the GEF

Parties have reached general agreement on the frameworks for technology transfer, capacity building,
and other forms of assistance related to mitigation of, and adaptation to, climate change. These
frameworks will further the objectives of the Convention, including as reflected in the Buenos Aires
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Plan of Action. Parties have also reached general agreement that special consideration will be givento
the least developed countries and small island States amongst them.

Annex |l Parties expresstheir intent to seek, through avariety of means, including augmenting their

bilateral programs, a significant increase in funding for international climate change related activities,
recaling, inter alia, Article 4.3 of the Convention. Annex |1 Parties have also expressed their support

for asuccessful replenishment of the Globa Environment Facility and commitment to ensure that the

GEF become more responsive to the needs and priorities of developing countries. Ownership and
“country-drivenness”in GEF projects should be enhanced. The scope of activities funded by the GEF
should also be broadened. GEF procedures and policies should be streamlined.

Adaptation Fund

Parties declare their intention to seek the establishment of, and the resources to fund, a new window
under the GEF: the Adaptation Fund.

s The implementation of concrete pilot adaptation projects in developing country Parties will be
financed. Projects will be implemented by the GEF Implementing Agencies.

s The GEF Secretariat will manage the fund. The fund will function under the guidance of the
COP/moP. Such guidance will be given on programs, priorities and eligibility criteria for
funding of adaptation activities

s The following activities will be included in the category of adaptation activities: avoidance of

deforestation, combating land degradation and desertification.

Specific needs of the least developed countries (LDCs, including SIDS)

)

++  Within the Adaptation Fund, a separate work programme will be established for the least
developed countries and small island States amongst them, based upon the scope of needs
identified in XX.CP6, XX.CP&6...

% To encourage a greater flow of CDM projects to the LDCs, CDM projects in LDCs will be
exempt from the share of the proceeds for adaptation. The implementation of ‘small scale
CDM projects’will also be promoted.

Convention fund

Parties declare their intention to seek the establishment of, and the resources to fund, a new window

under the GEF: a Convention Fund.

% Under this window, new and additional funding will be made available by Annex Il Parties for
activities in developing countries: technology transfer and technical support, capacity building
related to climate change, specific CDM capacity building, , assistance with economic
diversification. New and additional funding will also be made available for capacity building in
Annex | Parties with economies in transition.

Funding related to mitigation will be for the purpose of a Party’s implementation of national
abatement and sequestration strategies, which are to be consistent with criteria to be agreed.

s The GEF Secretariat will manage the fund. The new GEF window will operate under the policy
guidance of the COP/MOP.
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Funding and Modalities

Contributions from Annex |1 Parties will reflect their initial assigned amounts. These contributions
should be made at rates adjusted to generate $1 billion over the first commitment period. These may
be directed to either the Adaptation or Convention funds or both as Parties deem appropriate, with the
modalitiesto be defined at COP 7. Finance for the Adaption Fund will be generated by the share of
the proceeds on the CDM (2% of the CERs generated by projects), voluntary contributions and by a
percentage of assigned amount, or its financia equivalent.

-- There will be periodic reviews of the modalities of the new GEF funds, including with
respect to the level of funding and the digibility requirements.

Climate Resour ces Committee

Parties declare their intent to establish a Climate Resources Committee at COP-7, with the following

mandate;

s Togive policy adviceto existing multilateral financing channels and ingtitutions such as the GEF,
Regional Development banks, the World Bank, UNDP and other multilatera institutions. The
advice will be focused on:

0 Maximizing climate change funding
0 Mainstreaming climate-related objectivesinto existing financial flows

Comments by the United Stateson Box B
Box B. Mechanisms

COP/MOP <-> Executive Board

A. Composition of the Executive Board of the CDM

« Parties agree that the composition of the Executive Board is an essential element in ensuring
integrity, credibility and efficient operationalisation of the system. Parties therefore decide on
a balanced approach in composition and voting procedures.

¢ The balance in the Executive Board WI|| be in accordancew%heu#ent—UNFGGepFaeneeethe

unlque characterlstl cs of the CDM {e

smaH—Fslandrelevelepmg&ateﬁ 8 membersfrom Partles |ncI uded in Annex 1 and 8 members
from Parties not included in non-Annex 1. (note: we are prepared to discuss various
considerations that reflect the unique characteristics of the CDM).

« Executive Board members shall make every effort to reach agreement on any proposed
decision by consensus. Any decision shall as alast resort be adopted by athree-fourths
maj ority vote of the members present and voting at the meeting, representing a majority of
members from Partiesin Annex 1 and a majority of members from non-Annex 1 Parties.

B. Decision-making power of the COP/MOP vis-a-vis the Executive Board

¢+ The Executive Board shall be subject to the authority and guidance of, and be accountable to,
the COP/MOP.
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@)

| nstitutions for a prompt start for the CDM

5

S

Parties decide that a prompt start for the CDM will be eperationalized facilitated by electing
the Executive Board at the same time as the COP adopts the rules for Articles 6, 12, and 17.
The Executive Board will be served by the UNFCCC secretariat.

Appropriate resources are will be made available for the prompt start of the CDM.

Prior to COP 7, SBSTA will undertake further detailed work on baseline, monitoring, and
related methodologies, with a view to their adoption by COP 7

Onceit is elected, the Executive Board will develop and approve standards for accreditation
of operational entities, and accredit operational entities as a priority matter.

/
‘0

L)

7 7
0‘0 0‘0

/
0‘0

Eligibility of project activitiesunder the CDM

5

S

Parties recognize that it is up to the Party’s discretion to judge whether a project activity is in
line with its national strategy on sustainable development.

Annex | Parties will declare that they will refrain from using nuclear facilities for generating
certlfled emlssmn reductlons under the CDM

7
0‘0

7
0‘0

Supplementarity

¢ Annex | Partiesshafihould meet their emission commitments-primaritya significant
degree through domestic action since 1990. This applies to the Annex B commitment of each
individual member of an Article 4 arrangement—Cempliance lmifllementation othis

principle will be-assessed-by-the facilitative-branch-of the-compliance-committee-onthe basis

of-gualitative-and-quantitative-informatiamported in national communications and reviewed
under Artlcle 8 JFheiaem%aWe—bFaneh—shalLadws&en—hemHeensu#e%he—effectlve

h-national

Trading modalities and liability

s Parties agree that Article 17 provides opportunities for Parties to fulfill their commitments in a

cost-effective way. Parties also recognize that reporting, review and a strong enforceable

compliance regime-am@ay not besufficient to prevent Parties from overselling, thereby

potentially endangering the environmental integrity of the system.

Parties therefore decide that in the first period, each Annex BiBsadiyall retair-aportion-of

their not make a transfer that would reduce the total holdings of assigned amdhais

national registry specific to that commitment peribdis-pertion-shal-béelow an amount

equal to 70 percent of (8eir its initial assigned amounts (b) five times its most recently

reviewed emissions inventory , whichever is lower-the-pertion-determined-en-the-basis of

projected or recent emissions

«» After the annual review of each Party’s emissions datdighee in sub-paragraph (b) above
pertion-of-assighed-amount-that-must-beretashadl be recalculated and, if necessary,
adjusted.

% Parties decide that a Party will be eligible to trade, after a 16 month waiting period after

0‘0
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having submitted their required reports on national inventories and registries, unless the
Compliance Committee finds that the Party has not met those requirements. Parties decide
that there shall be no other restrictions on trading other than eligibility relating to reporting on
national inventories and nationa registries.

Fungibility

¢ Parties should protect the climate system for the benefit of present and future generations of
human kind, on the basis of equity and in accordance with their common but differentiated
responsibilities and respective capahilities. Accordingly, the developed country Parties should
take the lead in combating climate change and the adverse effects thereof. Parties affirm that
in their actionsto achieve the purpose of the mechanisms, Partiesshall they will be guided by
Article 2 of the Convention and the principles contained in Article 3 of the Convention.

¢ Parties note that per capita emissionsin developing countries are ill relatively low and that
the share of global emissions originating in developing countries will grow to meet their social
and devel opments needs.

¢ Parties recognize that the Kyoto Protocol has not created or bestowed - on Partiesincluded in
Annex | to the Convention and in Annex B to the Protocal - any right, title or entitlement to
emissions of any kind in the pursuance of Articles 3, 6, 12, 17 of the Kyoto Protocol which
affects the consideration or decision-making on subsequent commitments. Parties recognize
that the consideration of such commitments should be based on, inter alia, equitable criteria,
common but dlfferentlated respons b| lities and respectlve capabl lities.

s of an

he assigned
ouId be
ontributing to

Promotion of geographic distribution of CDM pr oj ects

< Parties agree that there should be opportunities for all Parties to participate in the CDM and
decide that an equitable distribution of CDM projects will be fostered—TFherefore
Standardized baselines, which are based on default averages to be develepedan-appropriate
Annextaveragemay be-usedspecially appropriate for small-scale energy and electricity
demand reduction projects{<xMwand renewable energy projects—{<XMw)l'he
Executive Board is asked to elaborate on and make recommendatiens-enpreferential
treatmenif appropriate measures for promoting these specific project types.

% Parties decide to foster LDC participation in the CDM by:
» Special attention will be paid to institutional capacity building for LDCs;
» CDM projects in LDCs will be exempt from the share of proceeds for adaptation;
» Public funding for the acquisition of CERs from a CDM project should be additional to

current ODA.

Procedures for “joint implementation”

Parties note that “joint implementation”takes place among Annex | Parties with
greenhouse gas emission limitation and reduction commitments. Therefore, Parties decide that
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there is no need for stringent procedures on verification if Parties meet the reporting requirements.
Parties note that if Parties do not meet these requirements, they should follow the-same rigorous
verification procedures analogous to precedure-asprovidedfor-under the CDM procedures, but

recognizing appropriate differences that reflect the fact that Parties to JI have commitments.

Additional Comments of the United Stateson Box B
January 19, 2001

Box B (bis)

Issues Related to Article 4

There must be parity of treatment among all Annex | Parties, including those under an Article 4
arrangement

In terms of compliance, environmental integrity dictates that any restrictions on transfers of
assigned amount must include transfers under an Article 4 agreement.

Surplus assigned amount may not be banked by Article 4 Parties when any members of the
arrangement needs such assigned amount to meet its Article 3.1 commitment. Pursuant to Article
4.6 of the Protocol, any consequences for non-compliance with Article 3.1 apply to both the
regional economic integration organization and any individual member state in non-compliance.
In terms of mechanisms, a Party may not participate in mechanisms if another member of its
Article 4 arrangement is not meeting eligibility requirements. Any limitations relevant to Article
17 apply equally to Article 4.

Any recommendations regarding domestic action apply to each individual member of an Article 4
agreement.

In order to assess compliance with Protocol commitments, reporting requirements must apply to
Article 4 Parties both collectively and as individual Parties.

Comments by Canada and the United Stateson Box C

Box C. Land-use, Land-use change and forestry

Definitionsfor Articles 3.3 and 3.4

Parties agree that for the implementation of Article 3.3, ‘forest’ is defined in accordance with the
FAO definition, in line with FCCC/SBSTA/2000/12 paragraphs la and 2. Parties recognize that
there should be certain flexibility in applying the FAO values in order to reflect national
circumstances.

Parties decide to establish a process to investigate the feasibility and implications of applying
biome-specific forest definitions for future commitment periods.

Parties decide that for defining direct human-induced afforestation, reforestation and deforestation
the set of IPCC definitions shall be applied. Parties decide that afforestation and reforestation may
be conducted through planting, seeding, and the utilization of natural seed sources.

Additional activities and accounting under Article 3.4

Eligible activities

Parties decide that Parties may include the following activities in the first commitment period:
grazing land management, cropland management, forest management, and revegetation.
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» Partiesdecide that the activities a Party chooses to include shall be elected prior to the
commitment period.

* To ensure permanence, a Party’s elected activities shall then be included in subsequent periods.
Accounting for agricultural land management and revegetation

« Given the lack of evidence that indirect human effects have a measurable effect on carbon stock
changes and net greenhouse gas emissions from grazing land management, cropland management,
and revegetation, Parties decide that these effects will not be factored out and that no discount will
be applied to those activities.

Accounting for forest management

« Parties note that the carbon stock change and net GHG emissions associated with forest
management may include natural climate variations, and other natural variations, of timescales
longer than the commitment period. Parties decide that further scientific inquiry on this issue is
necessary.

» Parties decide that accounting for forest management (exclusive of afforestation, reforestation, and
deforestation under Article 3.3) for the first commitment period shall take place in three intervals.

First interval (full crediting up to level of Article 3.3 debit)

« Parties recognize the unintended outcome of Article 3.3, namely that those countries which have
an overall increase in their managed forest carbon stock may nevertheless have their assigned
amounts reduced because of accounting and definitional conventions under Article 3.3. Therefore
Parties decide that Parties may fully account for carbon stock changes and net GHG emissions in
areas under forest management up to a level that is equal to the net debit incurred under provisions
of Article 3.3. Parties who choose to do this shall do so under the condition that the carbon stock
change between 1990 and the end of the commitment period from forest management
compensates the net debit incurred under the provision of Article 3.3. The level shall not be more
than 30 Mt CQfor each year of the commitment period.

Second interval (for forest management carbon stock changes and net GHG emissions between the
first and thirds intervals - a discount to factor out non-direct human induced effects, and a limit to
address scale and the dynamic effects of age structure)

« Parties decide that the second interval for forest management shall be adjusted in two ways to
address 1) the issue of indirect effects, and 2) scale and the dynamic effects of age structure
resulting from management activities before 1990.

» For the first commitment period, Parties shall factor out the following elements from the carbon
stock changes and net GHG emissions associated with forest management:
e indirect nitrogen deposition;
» elevated C@concentrations; and
» other indirect human-induced effects.

» For the first commitment period, Parties shall factor out these indirect effects for forest
management by choosing one of two options.
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« Asafirgt option, Parties could choose to apply areduction of 5% to the carbon stock
change and net GHG emissions.

* Asasecond option, Parties could choose to use scientifically valid approaches to calculate
and remove from the accounting these effects.

e For the first commitment period, Parties decide to address the issues of scale and the dynamic
effects of age structure resulting from forest management activities before 1990 as follows. Parties
agree that the annual contribution of forest management towards meeting a Party’s target in the
first commitment period shall be limited to 4% of the Party’s base year emissions. This limitation
applies only to the contribution of forest management within the second interval, after adjusting
for indirect human-induced effects.

Third interval (full crediting for removals over a threshold in order to provide incentives for action to

mitigate climate change)

» Parties recognize that incentives should be provided to sequester carbon and mitigate climate
change.

» Parties decide to establish an approach for determining a threshold and decide that Parties may
account for removals over this threshold, subject to a discount of 5% or a scientifically valid
adjustment to factor out:

o0 Indirect nitrogen deposition,
o Elevated C@concentrations, and
o Other indirect human-induced effects.

Additional activitiesunder Article 3.4 in the second and consecutive commitment periods

« Parties decide that Parties should not receive credit for carbon stock changes and net GHG
emissions attributable to indirect human-induced factors. Parties therefore decide to establish a
process to review the science and implications of indirect human-induced effects and long term
natural variability on carbon stocks and net GHG emissions. Parties decide that the CoP/moP may,
prior to the adoption of emission commitments for subsequent commitment periods, review the
rules, modalities and guidelines for accounting for agreed activities for the second and subsequent
periods.

« Parties recommend that the COP/MOP will, prior to the adoption of emission commitments for the
second and subsequent commitment periods, establish the list of agreed additional activities for
possible use in the second and subsequent commitment periods, together with the rules, modalities
and guidelines for their accounting. This list shall include grazing land management, cropland
management, forest management and revegetation.

| mplementation of Article 3.7

« Parties note that, for those Parties for whom land-use change and forestry constituted a net source
in 1990, emissions and removals resulting from land-use change should be included in the 1990
emissions base year in accordance with the provisions of Article 3.7.

« Parties decide that eligibility to make use of this provision will be determined on the basis of a
reviewed national inventory.

LULUCF under the Clean Development M echanism

» Parties agree that LULUCF activities can contribute to the two-fold purpose of the CDM. Parties
therefore decide to include projects involving afforestation, reforestation, soil management,
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prevention of land degradation and prevention of deforestation under the CDM. They recognize
that the special concerns that arise from implementing these projects, such as the issue of non-
permanence, can be effectively reduced using risk management, creation of temporary certified
emission reduction units or other approaches.

In addition, projectsinvolving prevention of deforestation and prevention of land degradation will
be eligible as priority projects to be funded under the adaptation fund in order to address drought,
desertification and watershed protection, forest conservation, restoration of native forest
ecosystems, and restoration of salinized soils.

Parties recognize that accounting modalities and definitions for Articles 3.3 and 3.4 may not be
appropriate for application in the CDM, and further work on these issues may be desirable.

Parties decide that the issues of non-permanence, strong social and environmental safeguards,
leakage, basdlines and additionality and uncertainty should be properly addressed in project
methodologies on a priority basis. LULUCEF projects should be in conformity with the sustainable
development goals of the host country and, as appropriate, the objectives of other multilateral
environmental agreements.

Parties therefore decide to establish a process under the SBSTA to develop rules and modalities
with aview toward adecision at COP 7.

Commentsfrom Canada, the United States and Japan on Box D

Box D. Policiesand Measures, Compliance,
Accounting, Reporting and Review

Policies and measures

7
0.0
/7
0.0

Parties decide to continue exchange of information on Policies and Measures.

Parties decide to invite submissions by Annex | Parties on the-meaning-ef-demonstrable
progress and the need for guidelines for reporting on this progress (Article 3.2 of the Kyoto
Protocol) for SBSTA 14, with aview to have afurther consideration at CoP-7.

Compliance: consequences of non-compliance with Article 3.1

Parties decide that consequences for non-compliance with Article 3.1 should be agreed in

advance and should not be subject to the discretion of the enforcement branch.

Parties recognize that subtraction of excess emissions from a party’s assigned amount for the

subsequent commitment period agaimsirgentivepenaltyrate guarantees environmental

integrity, provided that the adoption and the entry into force of the emission commitments for

subsequent commitment periods are timely.

Parties note thabcentive—penaltyates will be an essential element of the compliance

system. Although they will partly serve as an interest rate for the delays in the achievement of

emission commitments, they should also be an incentive to comply and they should, therefore,

be set at aelatively-highlevel that discourages delay

Parties decide that emission commitments for the second commitment period should be

adopted before the beginning of the first commitment period.

Parties decide that, if a Party has been determined as being in non compliance with its

commitments under Article 3.1, the enforcement branch should apply the following

consequences:

» Subtraction of excess emissions from the assigned amount of the subsequent commitment
period.
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» Penalty-Incentive rate should be set at {45} 1.3 (USA) / 1.1 (Japan) / 1.0 (Austraia) /
proqrve rate up to 1.3 (Canada) andb%mmased—by@%mepthesabsequem

» Parties concerned shall after determination of non compliance, develop and submit to the
enforcement branch-for-s-appreval-a compliance action plan setting out how they
propose to meet their commitments in the subsequent commitment period.

Compliance: differentiation between Parties (in particular Annex | and non-Annex |)

« Parties decide that the mandate of the enforcement branch will be limited to obligations that

areincumbent on Annex | Parties.

There will be no digibility requirements for non-Annex | Parties in respect of their

participation in the CDM, recognizing that only Parties can participate in the CDM that have

ratified the Kyoto Protocol and meet commitments under Article 12 of the Convention taking

into account the availability of financial resources.

s Therewill be no differentiation between Annex | Parties and non-Annex | Partiesin respect
of the application of consequences by the facilitative branch.

7
0‘0

Compliance: relationship between the COP/M OP and the Compliance Committee

¢ Parties decide that the role of the COP/MOP should be limited to giving general policy
guidance to the Compliance Committee and that it should not intervene in individual cases.
¢ Parties decide that there is no need for an appeal s procedure.

M andates enfor cement branch and facilitative branch

¢

Parties decide that the mandate of the enforcement branch covers quantitative emission
commitments, eligibility requirements under Articles 6, 12 (only Annex | Parties) and 17.

All other cases ef-ron-comphianee fall within the mandate of the facilitative branch, including
Articles2.3,3.14,5.1, 7.1, 7.2, 10 and 11, taking into account the character of commitments
for Annex | and Non Annex | Parties.

The facilitative branch shall be responsible for providing advice, facilitation to partiesin
implementing the Kyoto Protocol and promoting compliance of Parties with their
commitments under the Protocol.

7
0‘0

7
0‘0

Compliance: composition of the Compliance Committee

7

¢ Parties decide to establish a Compliance Committee, which shall function through two
branches namely a facilitative branch and an enforcement branch.

Facilitative branch

g Thefamlltatlve branch shaII consist of 11 members the maj orltv nominated by Annex |

.0

Parties.
< Facilitative branch members shall make every effort to reach agreement on any proposed
decision by consensus. Any decision shall, as alast resort, be adopted by athree-fourths
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maj ority vote of the members present and voting at the meeting, including amajority in
Annex | and non-Annex |.plus adouble majority of Annex | Parties.

Enforcement branch

Frerthegronp-elcmzl-cland-developingSietes
< The enforcement branch shall consist of-11 5 -members nominated by Annex | Parties.

< Enforcement branch members shall make every effort to reach agreement on any proposed
decision by consensus. Any decision shall as alast resort be adopted by a:

Compliance: L egal basis, the form of adoption of the final result on compliance

R/
0.0

Parties decide that the adoption of the compliance system, including binding consequences,
should be legally based on:

» An agreement supplementing the Kyoto Protocol prior to its entry into force

(Japan —deletihis sectioror replace with adopt by CoP/MoP decisidvrt Canada and US ok)
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SUBMISSION NO. 26: UZBEKISTAN

Box A. Capacity building, technology transfer,
I mplementation of Articles 4.8/4.9; 3.14, finance

Funding mechanisms and quidanceto the GEF

Parties have reached general agreement on frameworks for technology transfer, capacity building,
adaptation and impacts of response measures.

Annex |1 Parties expresstheir intent to seek a means, including augmenting their bilateral
programs, a significant increase in funding for international climate change related activities,
recalling, inter alia, Article 4.3 of the Convention and other new funds.

Annex |1 Parties have also expressed their support for a successful replenishment of the GEF

and commitment to ensure that the GEF become more responsive to the needs and priorities of
developing countries and transition economies countries, not in included to Annex |. Parties
welcomes a voluntary contributions of international organizationsin additional funding of the

GEF. Ownership and “country-drivenness” in GEF projects should be enhanced. The scope of
activities funded by the GEF should also be broadened. GEF procedures and policies should be
streamlined.

Adaptation fund

Parties decide to create a new fund under the COP/MOPGFF: the adaptation fund. Separate guidance
will be given to the fund and specia consideration will be given to the needs of the LDCs and SIDs.

An adaptation fund shall wiH-be established under the COP/MOPGEFas a trust fund.

The implementation of concrete adaptation projects in non-Annex | Parties will be financed (stage
11 activities). Finance will be generated by share of proceeds on the CDM ([>@% of the
CERs generated by a projecBrojects will be implemented by the UN specializedimplementing
agencies.

The CDM Executive Board will manage the fund. The Board shall function under the guidance of,
and be accountable to, the COP/MORP Such guidance will be given by COP/MOP on programs,
priorities and eligibility criteria for funding of adaptation activities.

The adaptatiorfeltewing activities will be included in the climate dependechtegory of
adaptation-activities. water resources management, preventaeidanee of deforestation, land
management, agriculture, integrated coastal zone manageneampating land degradation and
desertification, and sea-level rise.

UN specialized agencies shall be the trustee of this fund.

Special Fund (@nvention fund)

Parties decide to create a new SpeC|aI Fund for cllmate change act|V|t|e§he speC|aI guidance shall

be given to the fund of CORnd-g

SiPs:

The Special Fund shall be a separate entity under the Convenfidne-Conventionfund-wit-be

Under this Special Fundwindew, new and additional funding will be made available by Annexl|
Parties for activities in developing countries: technology transfer and technical support, capaclly
building related to climate change, specific CDM capacity building, national programs containing
mitigation measures, assistance with economic diversification. New and additional funding will
also be made available for capacity building in Annext Parties with economiesin transition, in
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included and not in included in Annex |.

- Sources of funding will be new and additional mandatory contribution by Annex |1 Parties:
1. special third replenishment ;
2. voluntary contributions by Annex I1 Parties;
3. Annex I1 Partieswill transfer [X] percent of their initial assigned amount to the registry of the
fund. Annex | Parties can acquire these units, on the basis of Article 17, for the purpose of meeting
their commitments of Article 3.1;
4. ODA.
—TFheexisting-GEF-couneH-wil-manage the fund: The Special Fund shall function under special
guidance of, and be accountable to, the COP. Thiswill ensure that-the GEF-becomes more
responsiveness to the needs and priorities of developing countries. Ownership and "country-driven

nes§ mGEF prOJectstI be enhanced Iheseepee#aemﬂfaesiumwﬂby%heeléllw%alse%e

Resources

In addition to the Adaptation and the Special Cenvention Fund Parties agree to increase resources for
climate change funding, through other channels. They agree that the sum total of new and additional
financing to be provided by Annex |1 Parties on a grant or concessional basis should reach the level
of one billion US$ on an annual basis, as soon as possible, but not later than in the year 2005. If
resources referred above in 2005 would be less than one billion US$ on an annual average bassis
between 2000 ana2005, Parties agree to apply alevy on article 6 (Joint Implementation) and /or article
17 (emission trading) to the extent of fully covering the balance of the unfulfilled commitment
referred above.

Thefollowing criteria shall apply to all funds and funding mechanisms/entities under the
Convention and the Protocol: new and additional resources, on a grant or concessional basis,
adequacy, predictability, agreed full costs for Article 12.1 activities and agreed full incremental
costs to other Article 4.1 activities.

Climate Resour ces Committee

Parties decide to establish as a subsidiary body of the COP a Climate Resources Committee at COP?,
with the following mandate:

- Toreview the sufficiency of financing and institutional arrangements for climate change.
- Togive policy advice to existing financing channels and institutions such as the GEF, Regional

Devel opment banks, the World Bank, UNDP and other multilateral institutions. The advice will be
focused on:

Increasing climate funding

- Mainstreaming on COP priorities

Monitoring and assessment

Capacity building

Parties decide to establish a framework to guide capacity building activities related to the implementation
of the Convention and effective participation in the Kyoto Protocol, in order to assist non-Annex ||
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Parties. (See document Draft Decision FCCC/SB/2000/CRP.16 and FCCC/SB/2000/CRP.17)

Technology transfer

- Parties decide to adopt the framework for meaningful and effective implementation of Article
4.5 of the Convention [Annex....].

- Parties decide to establish an intergovernmental consultative group of technical and scientific
experts on technology transfer under the SBSTA The group will:
> Facilitate the exchange and review of information by creating an information a clearing house
and national, regional and subregionatechnology transfer infoermation centers;
> Evaluation, assessment, review and reporting of the progress of technology transfer in
relation to article 4.5.
» Advise SBSTA on further actions to be taken.
> Focus on ways and means to address the barriers for technology transfer asidentified in the
IPCC specid report on technology transfer
» Becomposed on the basis of equal geographical distribution based on existing UN groupings
- SBSTA will review the group’s work on aregular basis, consider its advice and if necessary
request the COP to take any further action, including inter alia programs and priorities for
financing of activities.

Adver se effects on climate change

Encourages Parties not in included in Annex | to the Convention to provide information including
for their national communications and any other relevant information sources on their specific
needs and concerns from the adverse effects of climate change.

Actionsto-betaken-by Annex I1 Parties include are encouraged to support the following actions

< Pilot or demonstration projects to show how adaptation planning and assessment can be
practically trand ated into projects and integrated into national policy and sustainable devel opment
planning. Non-Annex | Party national communications, other relevant sources and the staged
approach endorsed by the COP will serve asabasis.

< Adaptation projects, when sufficient information is available to warrant such activities, inter alia,
in the areas of water resources management, land management, agriculture, health, infrastructure
devel opment, ecosystems, and integrated coastal zone management

> |mproved monitoring of diseases and disease control and prevention for Parties affected by
climate change

< Avoidance of deforestation and prevention of land degradation, insofar as these activities are
related to climate change

> Strengthening and establishing national and regional centers and information networks for rapid
response to extreme weather events, utilizing information technology as much as possible

Actionsto addr essimpacts of response measures (Article 3.14)

Each Annex | Party and other Parties deC|des to report |n thelr natlonal communications
and national mventory reportAnne

- Theeffortstolimit What actions they have taken to addreake adverse social,
environmental and economic impacts of the policies and measures they have adopted or
are planning with the aim of addressing climate change, such as: reducing or phasing
out market distorting instruments (e.g. coa subsidies) and reducing or phasing out the
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use of high emission energy carriers

- Thenational communications will be reviewed under the Kyoto Protocol (Article 8). A certain
degree of flexibility shall be allowed to Partiesincluded in Annex | undergoing the process of
transition to a market economy.

Actionsto address impacts of response measur es (Article 4.8)

Annex || Parties shall will assist non-Annex | Parties adversely affected by response measures
through concrete actions based on further methodological work in the field of technology transfer,
capacity building, economic diversification, increasing energy efficiency in fossil fuel production,
advanced fossil fuel technologies (including carbon capture and storage)

Encourages non-Annex | Partiesto provide information in their national communications
and/or the relevant reports on their specific needs and concerns arising from the impact of the
implementation of response measures.

Box B. Mechanisms

COP/MOP <> Executive Board

A. Composition of the Executive Board of CDM
- Parties agree that the composition of the Executive Board is an essential element in ensuring
mtegnty, Cl‘edlbl|lty and eff|C| ent operatl onal |sat|on of the system-—Partiestherefore decideona
! es; The balancein the Executive Board

- The Executive Board shall consist two numbers of members from each of the five UN regional
groups, plus one representative from the group of small idand developing States (11 members),
plus 5 membersfrom Annex | Parties and 5 members from non-Annex | Parties.
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- Executive Board members shall make every effort to reach agreement on any decision by
consensus. Any decision shall as alast resort be adopted by a three-fourths majority vote of the
members present and voting at the meeting.

B. Decision-making power of the COP/MOP vis-a-vis the Executive Board

- The Executive Board shall be subject to the authority and guidance of, and be accountable to, the
COP/MORP. The Executive Board shall make decisions on a provisional bas's, pending adoption
of the decisions by COP/MOP.

C. Institutions for a prompt start for the CDM

- Partiesdecide that a prompt start for the CDM will be operationalised by electing the
Executive Boaid will be el ected at-the-next-session-of the subsidiary-bedies at same as

COP adoptstherulesfor Article 17 and recommended guidelines for Article 6 and

modalities and procedures for Article 12.

- The Executive Board will be served by the UNFCCC secretariat.

- Appropriate resources shall wiH be made available for the prompt start of the CDM.

Eligibility of project activitiesunder the CDM

- Partiesrecognizethat it is up to the host Party’s discretion to judge whether a project activity isin
line with its national strategy on sustainable devel opment.

" i e o i .
- Partiesdecide that because of their contribution to the ultimate objective of the convention and to
sustainable devel opment, the following activities should be given priority and will have expedited
consideration within the rules, modalities and procedures of the CDM:
» renewable energy (inter aliasmall scale hydro)
» energy efficiency improvements

- Under the guidance of COP/MOP, the Executive Board shall further develop rules and
modalities for the operationalisation of this decision.

- Public funding of a CDM project should be additional to ODA and other financial
commitments.

Supplementarity

- Annex | Parties shall meet their emission commitments primarily through domestic action since
1990. Each Party’s use of the mechanisms under Article 6,12 and 17 collectively shall not exceed
[X] % of its assigned amount pursuant to their quantified emission limitation and reduction
commitments as inscribed in Annex B. Compliance with this principle will be assessed by the
facilitative branch of the compliance committee on the basis of qualitative and quantified
information, reported in national communications and reviewed under Article 8. The facilitative
branch shall advise on how to ensure the effective implementation of this provision. A first
assessment should be reported in the fourth national communications of Annex | Parties due in
2005.

"Trading modalities and liability

- Parties agree that Article 17 provides opportunities for Parties to fulfill their commitments in a
cost-effective way. Parties also recognize that reporting, review and a strong and enforceable
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compliance regime are not sufficient to prevent Parties from overtransferring everselling,-thereby
potentially endangering the environmental integrity of the system.

Eligibility shall be demonstrated by transferring and acquiring Parties before trading. Parties
must demonstrate compliance of their Articles 5 and 7 commitments.

Parties therefore decide that Annex B Parties shall retain a portion of their assigned amountsin
their national registries specific to that commitment period, This portion shall be [X] 70 percent
of their assigned amounts or the portion determined on the basis of projected or recent emissions.
After the annual review of each Party’s emissions data, the portion of assigned amount that must
be retained shall be recalculated and, if necessary, adjusted by decision of COP.

A share of the proceeds based on transactions under Article 17 to assist developing country
Partiesthat are particularly vulnerable, aslisted in Article 4.8 of the Convention to meet the
cost of adaptation.

Environmental and economic dimensions of the use of the revenues from net international
emission transfers arising from emissions trading shall be considered at COP 7.

Fungibilty

Parties should protect the climate system for the benefit of present and future generations of
human land, on the basis of equity and in accordance with their common but differentiated
responsibilities and respective capabilities. Accordingly, the developed country Parties should take
the lead in combating climate change and the adverse effects thereof. Parties affirm that in their
actions to achieve the purpose of the mechanisms. Parties shall be guided by Article 2 of the
Convention and the principles contained in Article 3 of the Convention.

Parties note that per capita emissionsin developing countries are still relatively low and that the
share of global emissions originating in devel oping countries will grow to meet their social and

devel opments needs, while affirming that devel oped country Parties shall continue to limit and
reduce their emissions with the aim of attaining lower levels of emissions through domestic action
with a view to reducing per capita inequitiesin emissions between developed and developing
country Parties.

Parties recognize that the Kyoto Protocol has not created or bestowed — on Parties included in
Annex | to the Convention and in AnnBxto the Protocol - any right, any or entitlement to

emissions of any kind in the pursuance of Articles 3,6, 12, 17 of the Kyoto Protocol which affects
the consideration or decision-making on subsequent commitments. Parties recognize that the
consideration of such commitments should be based on equitable criteria, common but
differentiated responsibilities and respective capabilities.

Parties note that emissions reduction units (under ‘joint implementation ") and parts of an assigned
amount (under emissions trading) could be added to, or subtracted from, the assigned amount of a
Party,without altering any Party’s assigned amourRarties agree that certified emissions

reduction units (CDM) could be added to the assigned amount of a Party and could be used for the

purpose of contributing to compliance with the quantified emission limitation and reduction

commitmentsin Article 3 without altering that Party’s assigned amount pursuant to its

Promotion of geographic distribution of CDM pr oj ects

Parties agree that there should be opportunities for all Partiesto participate in the CDM and decide
that an equitable of CDM projects will be fostered. Therefore standardized baselines, which are
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based on an appropriate Annex | average, may be used for small-scale projects (<XMw) and
renewable energy projects (<XMw). The Executive Board should is-asked-to elaborate on and
make recommendations on preferential treatment of these specific project types.

Parties decide to foster LDC participation in the CDM by giving specia attention will be

paid to institutiona capacity building for LDCs:

» CDM projectsin LDCs will be exempt from the share of proceeds for adaptation;

» Public funding of a CDM project should be additional to current ODA. ODA will not be
used to purchase CERs under CDM.

Procedures for “joint implementation”

Parties note that "joint implementation” takes place among Annex | Parties with greenhouse gas
emission limitation and reduction commitments. Projects under Article 6 shall follow the same
rigorous procedure as provided for under the CDM procedures. Eligibility criteria shall be

demonstrated. Compliance with Articles 5 and 7 shall be demonstrated by both acquiring and
transferrl ng Partles before acqwsm ons and transfers Iherefe#e—Pam&seleereleiehaPmeFe%ne

A share of the proceeds shall be applied to Article 6 to assist developing country Parties that are

particularly vulnerable, aslisted in Article 4.8 of the Convention to meet the costs of adaptation,
and also for transition economies Parties, not in included Annex I.

Box C. Land-use, Land-use change anf forestry

Definitions for afforestation, reforestation and deforestation under article 3.3

Parties decide that LULUCEF activitieswill be based on the following principles:

A)

B)

C)

Any land-use, land-use change and forestry activity carried out in addition to the commitments
made under Article4.1(d) of the Convention for the purposes of determining compliance of the
Annex | Partieswith their quantitative emission limitation and reduction objectives under the
KyotoProtocol, must not change the global effect of the Kyoto Protocol, which isto mitigate
climate changein thefirst commitment period equivalent to reducing Annex | anthropogenic
emissions by sources covered by Annex A to the Kyoto Protocol by an aggregate proportion of at
least 5 per cent with referenceto their 1990 levels, in accordance with Article 3.1 of the Kyoto
Protocol.

For the purposes of determining compliance of Annex | Partieswith their quantitative emission
limitation and reduction objectives, any land-use change and foresty activity must not result in
an increase of anthropogenic emission by sources minus removals by sinks deriving from the
application of removals by sinks of carbon dioxide, indirect nitrogen fertilization effects and
dynamic age structures.

In view of the impact of climate change on forest and desertification, forest conservation and
rehabilitation of degraded vegetation cover are potential climate change adaptation activities,
and as such could be included among those activities to benefit from the share of proceeds of
the mechanisms of the Protocol intended to meet the cost of adaptation. Thisiswithout
prejudice to decisions on land-use, land-use change and foresty activities in the mechanisms of
the Kyoto Protocol.
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D) Therulesfor theinclusion of land-use, land-use change and foresty activities in the accounting
of Annex | countries, for purposes of compliance with their commitments under the
KyotoProtocol, must not imply a transfer of such commitments to a future commitment period.

E) Carbon removed by land-use, land-use change and foresty activities shall be considered asa
temporary removal. Any Annex | Party that makes use of such removal to achieve compliance
with its Kyoto Protocol commitment shall continueto be responsible for any subsequent
emissions.

F) In the methodologies to account for emissions by sourses and removals by sinks in the land-use,
land-use change and foresty sector, no consideration shall be given to the simple presence of
stocks of carbon, in line with the provisions of Article 5.2 of the Kyoto Protocol.

COP recommends to COP/MOP the folowing decisions:

- Parties agreethat for the |mplementat|on of Article 3.3, "forest" |s deflned in accordance with the
FAO deflnltl on. Parties . ! J v

- Partiesdecide to establish a process to investigate the inclusion feasibitity-of-applying biome-
specific forest definitions for future commitment periods and the preparation of guide.

- Partiesdecide that for defining afforestation, reforestation and deforestation the set of IPCC
definitions shall be applied. According to the IPCC Special Report, this set of definitions delivers
an accounting system that is closest to the actual exchange between lands brought under the
system and the atmosphere.

Additional activities and accounting under Article 3.4

Eligible activities:

- Parties decide to establish a process under SBSTA to develop a comprehensive set of definitions
for that-a-Party-may-inelude the following activities: grazing land management, cropland
management and forest management {broadly-defined--and-management-activities), revegetation/
vegetation degradation. {rarrowly-defined-activity)-

- Partieswill also decideto establish a process under SBSTA to assess aspects of associated with
scale, uncertainties and risk associated with the above-listed activities.

Accounting:

- Partiesrecognize that the scale of the activities applied could lead to major modifications in the
effort for Parties to meet the article 3 commitments.

- Therefore Parties decide that the contribution of additional activities under article 3.4, towards
meeting a Party’s target in the first commitment period shall be limited to [X]% from [XX]% 3%
of the Party’s base year emissions.

- In addition Parties decide that accountings for additional activities shall take place in two
distinguished intervals:

First interval (full crediting up to level of 3.3 debit)

» Parties recognize the unintended outcome of article 3.3, namely that countries who have an
overall increase in their total forest carbon stock, may nevertheless have their assigned
amounts reduced because of accounting and definitional conventions under article 3.3.

» Therefore, Parties decide that Parties may fully account for carbon stock changes and net GHG
emissions in areas under forest management up to a level that is equal to the net debit incurred
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under the provisions of article 3.3, under the condition that the total forest carbon stock change
since 1990 in that country compensates the net debit incurred under the provisions of article
3.3. Thisfirst interval shall not be more that 30 Mt CO2.

Second interval (discounted crediting in remaining interval to factor out non-direct human
included effects and to address uncertainty)
» Parties decide that carbon stock changes accounted for in accordance with the provisions of
article 3.4 shall, for the broadly defined management activities, exclude the effects of
indirect nitrogen deposition,
elevated CO2 concentrations,
other indirect effects and,
(for forest ecosystems) the dynamic effects of age structure resulting from management
activities before 1990
» Therefore, Parties shall apply areduction of 30% to the net carbon stock changes and net GHG
emissions that result from additional cropland and grazing land management activities and of
85% to the net carbon stock changes and net GHG emissions that result from additional forest
management.

Additional activitiesunder 3.4 in the second and consecutive commitment periods

- Parties decide that the COP/MOP shall, prior to the fixing of emission commitments for
subsequent commitment periods, review the list of agreed additional activities for use in second
and subsequent commitment periods, together with the rules, modalities and guidelines for their
accounting.

- Partiesfurther decide that accounting of carbon stock changes and net GHG emissions shall be
limited to direct human induced changes on carbon stocks and net GHG emissions. Parties
therefore establish a process to periodically review the approach taken with respect to factoring
out, taking into account methodol ogical work by the IPCC on this matter.

| mplementation of Article3.7

- Parties note that, for those Parties for whom land-use change and forestry constituted a net source
in 1990, emissions and removals resulting from land-use change should be included in the 1990
emissions base year in accordance with the provisions of Article 3.7.

- Parties decide that digibility to make use of this provision will be determined on the basis of a
reviewed national inventory review by Expert Review Team as established under Article 8.

LULUCF under the Clean Development M echanism

- Parties agree that LULUCF activities can contribute to the two-fold purpose of the CDM. Parties
therefore decide to include afforestation and reforestation under the CDM. However they also
recognize the specia concerns, which arise from implementing these projects.

- Parties decide that activities, preventing deforestation and land degradation, will not be eligible as
credit generating projects under the CDM. However, these activities will be labeled as potential
prierity projects to be funded under the adaptation fund in order to address drought, desertification
and watershed protection, forest conservation, restoration of native forest ecosystems, restoration
of salinised soils.
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- Partiestherefore decide to establish a process under the SBSTA at its fifteenth session to develop
rules and modalities taking into account further methodol ogical work by |PCC-where-hecessary,
to deal with these issues.

- No afforestation and reforestation activitieswill be eligible under the CDM until the SBSTA
and the | PCC have completed their methodological work described in paragraph 3 and have
made recommendationsin thisregard.

- No afforestation and reforestation activities will be dligible under the CDM if they result in the
destruction of natural forests or the loss of biological diversity.

- Nomorethat [X]% of CERs validated, will come from LULUCF activities.

Box D. Palicies and Measures, Compliance, Accounting,
Reporting and Review

Policies and measur es

- Parties decide to continue exchange of information on Policies and Measures.

- Partiesdecide to invite submissions by Annex | Parties on Ac meaning of demonstrable progress
and the need for guidelines reporting on this progress (Article 3.2 of the Kyoto Protocol) for
SBSTA 14, with aview to have afurther consideration at CoP-7.

Compliance: consequences of non- compliance with Article 3.1

- Parties agreed that where the enforcement branch has determined that an Annex | Party is not
in compliance with Article 3.1, it shall suspend the dligibility of that Party to participate under
Article6, 12 and 17.

- Parties decide that consequences for non-compliance with Article 3.1 should be agreed in
advance and should not be subject to the discretion of the enforcement branch.

- Partiesrecognize that subtraction of excess emissions from a party’s assigned amount for the
subsequent commitment period against a penalty rate guarantees environmental integrity,
provided that the adoption and the entry into force of the emission commitments for subsequent
commitment periods are timely.

- Partiesagreed netethat penalty rates will be an essential element of the compliance system.
Although they will partly serve as an interest rate for the delays in the achievement of emission
commitments, they should also be an incentive to comply and they should, therefore, be set at a
relatively high level.

- Parties decide that emission commitments for the second commitment period should be
adopted before the beginning of the first commitment period

- Parties decide that, if a Party has been determined as being in non compliance with its
commitments under Article 3.1, the enforcement branch should apply the following consequences:

> Subtraction of excess emissions from the assigned amount of the subsequent commitment
period.



-158 -

» Penalty rate should be set at 1.5 and be increased by 0.25 after the subsequent
commitment period if the Party concerned is not in compliance at the end of the
subsequent commitment period.

» Parties concerned shall after determination of non compliance, develop and submit to the
enforcement branch for its approval a compliance action plan setting out how they propose to
meet their commitments in the subsequent commitment period.

Compliance: differentiation between Parties (in particular Annex | and non-Annex 1)

- Parties decide that the mandate of the enforcement branch will be limited to obligations that are
incumbent of en Annex | Parties only.

- Therewill be no digibility requirements for non-Annex | Parties in respect of their participation in
the CDM, recognizing that only Parties can participate in the CDM that have ratified the Kyoto
Protocol and meet commitments under Article 12 of the Convention taking into account the
availability of financial resources.

- Compliance Committee shall take into account any degree of flexibility allowed by the

COP/MOP pursuant to Article 3.6 of the Protocol, taking into account Article 4.6 of the

Convention, to the Partiesincluded in Annex | undergoing the process of transition to market

economy.

Compliance: relationship between the COP/M OP and the Compliance Committee

- Parties agreed that the Compliance Committee shall report to the COP/MOP.

- Parties decide that the role of the COP/MOP should be limited to giving general policy
guidance to the Compliance Committee and that it should not intervene in individual cases.

- Partieshavethe right on decide that-thereisne-need-for an appeals procedure.

M andates enfor cement branch and facilitative branch

- Parties decide that the mandate of the enforcement branch covers quantitative emission
commitments, eligibility requirements under Articles 6, 12 (only Annex | Parties) and 17.

- All other cases of non-compliance fal within the mandate of the facilitative branch, including
Articles 2.3,3.14,5.1,7.1,7.2, 10 and |1, taking into account the character of commitments for
Annex | and Non Annex | Parties.

- Thefacilitative branch shall be responsible for providing advice, facilitation to partiesin
implementing the Kyoto Protocol and promoting compliance of Parties with their commitments
under the Pratocol, taking into account the principle of common but differentiated
responsihilities and capabilities of Partiesincluded in Annex | and Parties not included in
Annex|.

Compliance: ecomposition of the Compliance Committee

- Parties decide to establish a Compliance Committee, which shall function through a plenary
and two branches namely afacilitative branch and an enforcement branch.
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The Parties agreed that the Committee will have two co-chairpersons, one from Annex |
Parties and the other from non-Annex | Parties and the chairmanship of each branch will
rotate between the Parties in such a manner that the co-chairswill never be only from one
group of Parties.

The Parties agreed that the Committee will have a plenary that will perform certain
functionsin such a manner that it will not hamper the efficient functioning of the branches.
The plenary will perform specific functions as outlined in paragraph 13(c) to (h) of
document CRP 15/Rev 2. The plenary will also allocate questionsto the appropriate
branches.

Facilitative branch

Parties decide that the balance in the facilitative branch will be in accordance with current
UNFCCC practices (equitable geographica representation of the five UN regional groups, taking
into account interest groups as reflected by the current practice in the UNFCCC Bureau).

Equal numbers of members from each of the five UN regional groups, plus one representative
from the group of small island devel oping States.

The facilitative branch shall consist of 11 members.

Facilitative branch members shall make every effort to reach agreement on any proposed decision
by consensus. Any decision shall, as alast resort, be adopted by a three-fourths mgjority vote of
the members present and voting at the meeting.

Enforcement branch

Parties decide that the balance in the enforcement branch will be in accordance with current
UNFCCC practices (equitable geographical representation of the five UN regional groupings,
taking into account the interest groups as reflected by the current practice in the UNFCCC
Bureau).

Equal numbers of members from each of the 6ve UN regional groups, plus one representative
from the group of small island devel oping States.

The enforcement branch shall consist of |1 members.

Enforcement branch members shall make every effort to reach agreement on any proposed
decision by consensus. Any decision shall as a last resort be adopted by a:

> Three-fourths maj orlty vote of the members present and voting at the meeting.

Compliance: L egal basis, the form of adoption of the final result on compliance

Parties decide that the adoption of the compliance system, including binding consequences, should
be legally based on:
» An agreement supplementing the Kyoto Protocol prior to its entry into force.



