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REVIEW OF THE IMPLEMENTATION OF COMMITMENTS
AND OF OTHER PROVISIONS OF THE CONVENTION

FINANCIAL MECHANISM
i ed by the
1. Mﬂmmﬂmmwmmmmm
The Cory’erence of the Parties,
Rccall!ng its dccxsmns 11/CP.1; 10/CP.2; 11/CP.2; and 12/CP.2,

Recalling further that the Global Environment Facility (GEF), as stated in its Opu-anoml
Principles for Development and Implementation of its Work Program, will maintain sufficient
flexdbility to respond to changmg circumstances, including evolving guidance of the Confercncc
of the Pames and experience gained from momtorlng and evaluation activities, e &

Welcoming the New Delhi Statement of the First GEF Assembly and the R:poﬂ of the 2
Sccond Replenishment of the GEI-‘ Trust Fund, completed in March 1998, Zg s

Noriug the continued concerns and difficulties encountered hy developing couau'y Pam:s
with the availability and disbursement of financial resources, includmgfonhlmsfet _
of technology, over problems arising from the GEF project cycle, the application of the conccpt
of incremental costs, and the availability of resources through the GEF mplemmting/uecunng
agencies, N e Ey
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- Noting also the current and ongoing efforts of the GEF to address these concerns,
inter alia, by stmamlu:ung its project cycle, increasing support for country-level coordination,
strengthening its momtonng and evaluation programme, ensuring that its activities are
country-driven and consistent with national priorities and objectives, further developing its
resource allocation strategy to maximize the effectiveness of its climate change activities and
making the process of determining incremental costs more transparent and pragmatic,

Noting further the need to examine and address climate change impacts and minimize the
adverse impacts, in particular for the Parties identified in Article 4.8 of the Convention,

1 Decides that, in accordance with Articles 4.3, 4.5 and 11.1 of the Convention, the
GEF should prowde funding to developing country Parties to:

(a) Implement adaptation response measures under Article 4.1 of the
Convention for adaptation activities envisaged in decisionl1/CP.1, paragraph 1(d)(ii) (Stage II
activities) in particularly vulnerable countries and regions identified in Stage [ activities, and
especially in countries vulnerable to climate-related natural disasters, taking into account their
preparatory adaptation planning frameworks in priority sectors, the completion of Stage I
activities, and in the context of then- national communications;

(b) Enablc t.hem, in light of their social and economic conditions and taking
into account state-of-the-art environmentally sound technologies, to identify and submit to the
Conference of the Parties their prioritized technology needs, especially as concerns some key
technologies needed in particular sectors of their national economies conducive to addressing
climate change and minimizing its adverse effects;

: (c) Buﬂd capacuy for participation in systematic observation networks to
reduce scientific uncertainties relating to the causes, effects, magnitude and timing of climate
change, in accordance with Article 5 of the Convention;

(d) M@qﬁﬂicharudﬁﬂlcommprcparciniﬁalandsubmmmﬁonal
communications, in e w:th Articles 4.3 and 12.5 of the Convention and paragraph 1(d)
of decision 11/CP.2, cing relevant national capacity, so as to prepare
the initial and second ions which will take into account experiences,
including gaps and problems identified in previous national communications, and guidelines
established by the Conference of the Parties, Guidarice on subsequent national commumcano::s
will be provided by the Conference ofthe Parties.
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(f) Assist in developing, strengthening and/or improving national activities
for public awareness and education on climate change and response measures, in fuil accordance
with Article 6 of the Convention and decision 11/CP.1, paragraph 1(b) (iii), and taking into
account, where appropriate, relevant GEF operational programmes;

(8)  Support capacity-building for:

(i)  The assessment of technology needs to fulfil the commitments of
developing countries under the Convention, the identification of
~ sources and suppliers of these technologies, and the determination
of modalities for the acquisition and absorption thereof;

(ii) Countxy-driven activities and projects to enable non-Annex [
Parties to design, evaluate and manage these projects;

(ifi)  Strengthening the capacity of non-Annex I Parties to host projects,
including from project formulation and development to their
implementation;

(iv)  Facilitating national/regional access to the information provided by
international centres and networks and for working with those
centres for the dissemination of information, information services,
and transfer of environmentally-sound technologies and know-how
in support of the Convention; '

& Regquests the GEF to continue to providc. and developing country Parties to avail
themselves of, funding to translate, reproduce, disseminate and make available their initial
national communications electronically; '

3 Encourages the GEF to:

- (a)  Further streamline its project cycle with a view to making— project
preparation simpler, less prescriptive, more transparent and country-driven; :

()  Further simplify and expedite its procedures for the approval and
implementation of GEF-funded projects, including disbursements for such projects; -

(c)  Make the process for the determination of incremental costs more
transparent, and its application more pragmatic;
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4.  Requests the GEF to ensure that its implementing/exccuting agencies are made
aware of Convention provisions and decisions adopted by the Conference of the Parties in the

performance of their GEF obligations and are encouraged, as a first priority, whenever possible,
to use national experts/consultants in all aspects of project development and implementation.

5. Further requests the GEF to include in its report to the. Conference of the Parties
the specific steps it has undertaken to implement the provisions of this decision.
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The Conference of the Parties,

Recalling its decisions 9/CP.1, 11/CP.2, 12/CP.2 and 11/CP.3,

Taking note of the report on the study of the overall performance of the restructured
Global Environment Facility (GEF),

1. Decides that the restructured GEF shall be an entity entrusted with the operation
of the financial mechanism referred to in Article 11 of the Convention;

2. Dec:dc.r also, in accordance with Article 11.4 of the Convennon. to review the
financial mechanism every four years, on the basis of the indicative list of criteria and guidelines
contained in the annex to this decmon, or as such list may subsequently be amended, and to take
appropriate measures.
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GUIDELINES FOR THE REVIEW OF THE FINANCIAL MECHANISM
A Ql - -‘I

1. In accordance with paragraph 4, Article 11 of the Convention, the objectives will be to
review the financial mechanism and take appropriate measures regarding:

(a) Its conformity with the provisions of Article 11 of the Convention;
(®) Its confoml.ity_ with the guidance of the COP;
(c) The effectiveness of the activities it funds in implementing the Convention;

(d)  Its effectiveness in providing financial resources on a grant or concessional
basis, including for the transfer of technology, for the implementation of the Convention's
objective on the basis of the guidance provided by the COP;

(e)  Its effectiveness in providing resources to developing country Parties under
Article 4.3.

B. Methodology

2 The review shall draw upon the following sources of information:
() Information provided by the Parties on their experiences regarding the h

(b)  Annual reviews by the COP on the conformity of the activities of the financial
mechanism with the guidance of the COP;

(¢)  The GEF annual report to the COP on its activities as the operating eatity of
the financial mechamsm.thgamunlmpom of the GEFandothe:relevmt GEF policy and
information documeants; ..

(d  Reports from the GEF monitoring and evaluation programme;

(¢)  Reports from the United Nations Commission on Sustainable Development
and relevant bilateral and multilateral ﬁmding institutions;

) Relevant information provided by other inter-governmental organizations and
non-governmental organizations.
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: C. Criteria

3. The effectiveness of the financial mechanism will be assessed taking into account the
following: .

(a) * The transparency of decision-making processes;

(b)  The adequacy, predictability and timely disbursement of funds for activities in
developing country Parties;

(¢)  The responsiveness and efficiency of the GEF project cycle and expedited
procedures, including its operational strategy, as they relate to climate change;

(d)  The amount of resources provided to developing country Parties, including
financing for technical assistance and investment projects;

(e) The amount of finance leveraged;

(f)  The sustainability of funded projects.]

-----
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Compromise between EU and UMBRELLA-Group on Policies énd Measures for

document FCCC/1998/CRP.4

(agenda item Sb; matters related to the Kyoto Protocol — matters related to decision
1/CP.3. paragraph 6: preparations for the first session of the Conference of the Parties
serving as the meeting of the Parties to the Protocol)

Annex |

Consideration of ways to facilitate coop-
eration to enhance the individual and
combined effectiveness of policies and

SBSTA

measures under Article 2.1(b)

Annex I

Consideration of ways to facilitate coop-
eration to enhance the individual and
combined effectiveness of policies and
measures under Article 2.1(b)

Request to the secretariat to

* Prepare areport on “Best Practices”
in polices and measures for con.f.ld-
eration by the SBSTA at its 11 ses-
sion, based on Annex I National
Communications and their reviews
and additional information submitted
by Parties by 15 August 1999 and any
other relevant information with a
view to strengthening the sharing of
experience and exchange of informa-
tion;

e Organize a workshop to assess “Best
Practices”™ in polices and measures on
the basis of the conclusions of
SBSTA 11 and report the resuits to
COP 6.

TOTAL P.48
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Statement by Stuart E. Eizenstat
U.S. Under Secretary of State for
Economic, Business and Agricultural Affairs
November 11, 1998

On behalf of the United States, [ commend President Menem’s historic announcement
today that Argentina will voluntarily take on an emissions target for the first commitment period
of the Kyoto Protocol. :

As the first developing country to make this pledge, Argentina demonstrates great
leadership, real courage and a deep appreciation that climate change is a global challenge that
demands a truly global solution. We can pass on a livable world to future generations only if all
nations -- developed and developing alike -- meet this challenge head on. As the Climate

“Change Convention states, we must each act according to our “common but differentiated
responsibilities.” :

We applaud Argentina’s effort to chart a new pathway for developing countries to deepen
their commitments and take full advantage of the Protocol’s important flexibility mechanisms,
including emissions trading. These mechanisms will benefit both our environment and our
economy, allowing nations to achieve greater greenhouse gas reductions at a faster pace and a
lower cost. -

* In thelong run, the objectives of the Protocol will be achieved only if countries that wish,
according to their own convictions, to chart their own sovereign path to lowcr emissions are
allowed to do so. :

Today, Argentina has taken a bold step towards a healthier, more sustainable future.

President Menem’s pledge is a clarion call for all nations to join in strengthening the global
effort to meet the most profound envifonmental challenge of the 21st century,

#H##
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President Menem’s announcement is a major breakthrough. Argentina is the first developing
country to commit to voluntarily take on an emissions limit. This is an historic pledge, which
recognizes that all countries share responsibility to address the grave threat of global warming.

Does Menem’s pledge amount to meaningful participation?

In our view, Argentina has pledged to meaningfully participate in the Kyoto Protocol. President
Menem committed today to real action to limit the growth in Argentina’s emissions. We fully
expect Argentina to follow through on this pledge. This is precisely the kind of action we would
like to see other key developing countries take.

How can you say this is so significant if we don’t know yet what Argentina’s target will be?
What if there target is business as usual?
& Ta o +ipne ~ —‘f'gsvll

It was clear from President Menem’s remarks that Argentina is committed to genuine action. .5

The President noted that over the past decade Argentina has achieved substantial economic —\- )
growth while significantly reducing its rate of emissions increase. He also noted the enormous 923_'("
opportunities to make further gains and continue on the path toward cleaner, more sustainable

growth. We fully expect that Argentina’s target will ensure that these gains are achieved. 3“‘ ”:L
How meaningful can this be if countries like China and India are not prepared to make My,
commitments?

No one would have predicted last year in Kyoto that any developing country would be making a
pledge like this today. Argentina’s leadership signals a growing recognition among developing
countries that this global challenge demands a global solution. It also underscores the need for
new pathways for developing countries to take on binding targets and take full advantage of the
flexibility mechanisms in the Kyoto Protocol. Indeed, President Menem quite explicitly called for
such a mechanism.

The strong message sent today by Argentina has already created new momentum for other
developing nations to take on commitments. It is one of many signs here in Buenos Aires of a
new engagement between industrialized and developing countries on the challenge of climate
change.

Do you expect other developing countries to make similar commitments in Buenos Aires?

We certainly would welcome such commitments. Argentina’s alone, though, represents a very



significant step toward securing the kind of meaningful participation that President Clinton has
called for.

The U.S. has yet to sign the protocol, let alone ratify it. Is there now some chance that
Argentina will take on a binding target before the United States?

What’s important is that we all move forward toward our common goal. We have made clear
since the close of the Kyoto conference that we will sign the Protocol. We are working to achieve
the meaningful participation of key developing countries so that we can submit the Protocol to
the U.S. Senate for its advice and consent. Today’s announcement by Argentina is strong
evidence that we are making progress toward that goal.
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12.11.98
EU Proposals to promote momentum at COP4 and beyond

A. Further implementation of the Convention
(Issues to be addressed and/or on which decisions are to be taken by COP)

° further action by Annex I Parties to return their emissions to 1990 levels by the end of
the present decade

facilitate transter of technology

- co-financing of regional workshops to consult on practical steps

- training of technical experts in developing countries

- promoting energy efficiency and renewables

° adaptation T

° reinforce use of Global Environment Facility (GEF) and European Development Fund
(EDF) for:

- national communications of non-Annex I Parties

- training and education for preparing adaptation measures

- training and education for preparing CDM

process for the consideration of national communications by non-Annex I Parties
examination of the obligations of the Parties in light of the objective of the Convention
- process to assess GHG concentration levels

- additional action (including long term convergence)

cooperation on polices and measures

B. Work plan for the further elaboration and implementation of the Kyoto Protocol

S —

(Issues to be addressed and/or on which decisions are to be elaborated for recommendation
to COP/MOP 1 or for decision by COP)

° comprehensive coverage for the three mechanisms under Art. 6, 12 and 17
° supplementarity to be determined by a concrete ceiling for the three mechanism
and the determination of the,part of " certified emission reductions from CDM which can

be used to comply with Annex I Parties commitments under Art. 3
parallel decision on strong principles, rules, modalities and guidelines for the three
mechanisms respectively, while their development can be staged

° overall reductions not to be lower than would otherwise be the case (,,hot air®)

° some ,interim“ arrangement for CDM (start projects but crediting later)

° timetables (at least for issues to be decided at COP 5)

/ share of proceeds on mechanisms in view of adaptation measures

—2__fair regional distribution of CDM projects -
demonstrable progress by 2005 by Annex T Parties
coordination of policies and measures
comprehensive compliance regime including sanctions (to respect all requirements of the
Kyoto Protocol) _
process to implement the workplan

o
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NOW

Umbrella-EU

Open list (non prejudicial)
Enhanced Intercessionals

Deadline for all mechs COP-6

All mechs together

RELATIVELY EASY

HARD

Save the Process
Group

Invite interested ministers
to a next steps meeting
in two months

Come out with a directive
for next steps

Pros: Easy to pull

together

Con: Gives no real
sense of
momentum

“Umbrella-EU work plan”

Open list (non prejudicial)
Enhanced Intercessionals
Deadline for all mechs (COP-6)

All mechs together

Pros: Shows some momentum to
COP and domestic
audiences

Con: has no standing in COP;
Developing world will feel
dictated to '

New Path Group
EU-Umbrella-New Comers

Open list

Intercessionals

Hard Deadline

Extend AlJ, w/pilot

Best efforts to get CDM work done
New path

Pro: activates voluntary
commitments

Con: hurts future of protocol; may
alienate a number of nations;
Hard to sell to EU
Small group

G-77

Original list + appendix
No Intercessionals

At an early date

CDM must go first

Ad hoc working group on Kyoto
Mechanisms

Mandate for a schedule for when
it’s feasible to have a deadline

Mandate for indicative document

With a view to completing mechs
at COP-6; hard deadline to be
agreed to at COP-5

Two Intercessionals (March, July)

New compilations of list before the
body meets

Pro: Inside the COP; seen by
many as an open process

Con: Further delay, unclear
solution

Deadline Group
EU-Umbrella-African-Latin

Open list

Intercessionals

Hard Deadline

Extend AlJ, w/pilot

Best efforts to get CDM work done

Pro: protects future of Kyoto agenda;
begins to isolate Big Four; some
developing country buy in

Con: outside the COP; doesn’t involve
voluntary commitments; could
isolate China and India




Speech Points

Today we submit our second national communication.

We also volunteer to commit to offer a national target.

Like other targets currently adopted, it will comply with the Objective of
the Convention, as expressed in Article 2.

We will inscribe our target under Annex B.

Unfortunately, the Convention has so far not provided a pathway for
developing countries to reap fully the opportunities of the Kyoto Protocol
-- including emissions trading and joint implementation.

Hence, I make this commitment to my nation, to the world community --
whose representatives are assembled here -- and to all our children.

We commit to announce a target that will be:

. effective for the 2008-2012 iance period;
« legallyBinding under the Kyoto Protocol to the Climate Convention, with

full access to international emissions trading and joint implementation;
» announced in the next year@,
» an abatement of emissions growth below busmess as usual, and;
- extended eventually to incorporate emissions and removals of all siX=_

_greenhouse gases, as soon as we are able to assemble and factor the

appropriate data.
We intend to continue to serve as a host country for Clean Development

Mechanism projects until such time as our first budget period targets become
effective.
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DRAFT DECISION

Work Programme on Mechanisms

The Conference of the Parties,

Being guided by Article 3 of the Convention,

Recalling Articles 6, 12 and 17 on mechanisms of the Kyoto Protocol,
Recalling Article 3 of the Kyoto Protocol,

Recalling decision 1/CP.3, paragraphs 5 and 6,

Having considered views submitted by Parties related to matters contained in decision
1/CP.3, paragraph 5 (b), (c) and (e) and paragraph 6,'

1. Decides to-adept on the followmg/“f ork Programme on Mechamsms,
including the attachment, implemented with priority given to the CDM, with-a-view-to-taking
a and to take a final decision on the all mechanisms under Articles 6, 12 and 17 by at the sixth
session of the Conference of the Parties atits-sixth-session, including, where appropriate,
recommendations to the Conference of the Parties serving as the meeting of the Parties to the
Protocol at its first session, on the following matters:

(a) guidelines concerning proﬁsions under Article 6 of the Protocol;

(b)  modalities and procedures for a clean development mechanism as defined in
Article 12 of the Protocol, with the objective of ensuring transparency,
efficiency and accountability through independent auditing and verification of
project activities, and including implications of Article 12, paragraph 10, of
the Protocol; and,

(c)  relevant principles, modalities, rules and guidelines, in particular for
verification, reporting and accountability of emissions trading, pursuant to
Article 17 of the Protocol.
? Invites Parties to submit further proposals on prineiples;-modalities; rules-and
guidelinesfor the matters addressed in paragraph 1 regarding the mechanisms under Article 6,
12 and 17 of the Kyoto Protocol by the end of February 1999 as an input to technical

workshops, and additional proposals, by 31 March 1999, for compilation by the secretariat as
a miscellaneous document for SBSTA/SBI at their tenth sessions;

'FCCC/CP/1998/MISC.7 and Add. 1, 2, 3 and 4, FCCC/SB/1998/MISC.1 and Add.1/Rev.1 and Add.2 and
Add.3/Rev.1 and Add. 4-6.
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3. Requests the secretariat, under the guidance of the Chairmen of SBSTA and SBI,
to convene two technical workshops before 15 April 1999, based on inputs by Parties and
drawing upon relevant contributions from United Nations agencies, intergovernmental and
non-governmental organizations, in a manner that promotes coordination and cooperation and
the effective use of scarce resources;

4. Requests the secretariat to prepare, for consideration by the subsidiary bodies at
their tenth sessions, a plan for facilitating capacity building for non-Annex II Parties‘gn all
mechanisrnsﬁvith special attention being paid to the needs related to the participation of non-
Annex I Parties, especially least developed countries, in the clean development mechanism,;
and

5. Requests the Chairmen of the Subsidiary Body for Scientific and Technological
Advice and the Subsidiary Body for Implementation, supported by the secretariat, to produce,
based on submissions by Parties, and bearing in mind linkages among the mechanisms and
between the mechanisms and other issues related to the Convention and the Protocol, a {
synthesis of proposals by Parties on matters addressed in paragraph 1 above for initial
consideration by SBSTA/SBI at their tenth sessions.
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Work programme on mechanisms of the Kyoto Protocol: list of topics'

Provisions Elements Sub-
in the KP sidiary
Bodies
General SBSTA

/SBI

(1) Application of relevant principles
(2) Nature and scope of the mechanisms
(3) Equity and transparency

(4) Supplementarity

(5) Climate change effectiveness

(6) Institutional framework

(7) Capacity building

(8) Adaptation

(9) Compliance

(10) Linkages

(11) Inapplicability of Article 4.8 and 4.9 of the Convention

and/or Article 2.3 and 3.14 of the Kyoto Protocol to the
mechanisms.

(12) Dependence of Kyoto’s ambitious environmental targets
upon availability of mechanisms

(13) Importance of prompt decisions on workable mechanisms for
ratification/entry into force

(14) Principle of cost-effectiveness

(15) Role of mechanisms in promoting compliance

(16) Comparable treatment among Annex B Parties, whether

using Articles 6, 12, 17 or other means to achieve their Article 3
commitments

(17) Maximizing the environmental benefits of mechanisms by
assuring the lowest possible cost structures

(18) Application of any quantification of “supplemental to
domestic action” to each individual State within a regional
economic integration organization

(19) Supplementarity (concrete ceiling defined in quantitative and
qualitative terms based on equitable criteria)

(20) Linkages, i.a. interchangeability

1

particular topic should be included in decisions on mechanisms. Any Party may add additional topics.

The topics on this list have been suggested by various Parties and are without prejudice to whether a




Provisions Elements Sub-
in the KP sidinry
Bodies
(21) Prerequisites for the use of the mechanisms (compliance,
linkage with Articles 5, 7, 8)
(22) Articles 2.3 and 3.14
Article 12 - clean development mechanism (CDM)
Basic SBSTA
/SBI
12.2 (1) Purpose of CDM projects
3,122 (2) The “part of” commitments under Art. 3
12.2 (3) Compatibility with sustainable development
priorities/strategies
12.2 (4) Special needs of least developed countries
12.2 (5) Criteria for project eligibility
12.8 (6) Adaptation
12.2; 12.7 (7) Transparency, non-discrimination, prevention of distortion of
competition
(8) Application of any quantification of “supplemental to domestic
action” to each individual State within a regional economic
integration organization
(9) Supplementarity to domestic action for achieving compliance
with reduction commitments under Art. 3 (concrete ceiling
defined in quantitative and qualitative terms based on equitable
criteria) %
(10) Prerequisites for the use of the CDM (compliance, linkage
with Articles 5, 7, 8)
Methodological and Technical SBSTA
12.3 (b) (11) “Part of ” Annex I commitments
12.5 (c) (12) Additionality criteria in project funding
12.5 (b) (13) Criteria for real, measurable and long-term benefits related to
climate change
123 (14) Criteria for certification
12.5 (c) (15) Criteria for project baseline
12.3(a), 12.9 (16) Definition of the concept of certified emission reductions
12.7 (17) Systems for independent auditing and verification of project
activities
12.3; 12.7 (18) Format for reporting




Provisions Elements Sub-
in the KP sidiary
Bodies
12.10 (19) Implication of Art. 12.10 of the Kyoto Protocol, including
implications for a possible interim phase approach of the CDM
and of the AlJ pilot phase
33&34 (20) Outcome of methodological work on Arts. 3.3 and 3.4
(21) Environmental additionality and baselines
(22) Categorization of projects
(23) Criteria for sustainable development
Process SBI
3,12,12.9,12.10 (24) Acquisition and transfer of certified emission reduction units
12.8 (25) Determination of share of proceeds for adaptation
12.8 (26) Determination of share of proceeds for administration
12.6 (27) Criteria and procedures for arranging funding for certified
project activities _
12.8 (28) Criteria and procedures for assisting developing country
Parties that are particularly vulnerable to meet adaptation costs
12.2 (29) Approval by involved Parties of sustainable development
(30) Approval by involved Parties of project
(31) Certification of project activities and reductions
(32) Reporting
(33) Auditing and verification
(34) Eligibility of AlJ projects under the CDM beginning in 2000
Institutional SBI
12.4 (35) Authority and guidance of the COP
12.4 (36) Accountability of the executive board to the COP/MOP
12.4,12.5,12.6, (37) Functions of, relationship among and operational procedures
12.7,12.8,12.9  of the COP, COP/MOP, the executive board and operational
entities
12.4,12.7 (38) Executive board - constitution, composition, and functions -
membership and rules of procedure, provisions for institutional
and administrative support
12.9 (39) Guidance regarding involvement of public and/or private
entities
12.5,12.7 (40) Operational entities - identification/designation/accreditation;
monitoring/auditing of operational entities
12.2 (41) Responsibility of Parties

(42) Overall institutional framework




Provisions
in the KP

Elements

Sub-
sidiary
Bodies

Categories unspecified

(43) Determination of additionality of emissions
reductions/removals

(44) Credit (starting from 2000) for qualifying projects begun
before CDM rules become effective

(45) Tracking of certified emission reductions
(46) Fungibility among mechanisms
(47) Compliance-related issues

(48) Implications for benefits from CDM in considering whether
to elaborate ‘part of” in Article 12 para 3(b) of the Protocol

(49) Inclusion of sinks projects; all six Kyoto greenhouse gases

(50) Should there be any distinction between public/private
funding?

Article 6 projects

6.1
6.1(d)
6.1

6.1
6.1(b)
6.2
8.4

6.2
33,34

Basic

(1) Criteria for Art. 6 projects

(2) “Supplemental to domestic action”

(3) Transparency

(4) Implications of the AlJ pilot phase

(5) Application of any quantification of “supplemental to domestic
action” to each individual State within a regional economic
integration organization

(6) Supplementarity to domestic action (concrete ceiling defined
in quantitative and qualitative terms based on equitable criteria)

(7) Prerequisites for the use of Article 6 (compliance, linkage with
Articles 5, 7 and 8)

Methodological and Technical
(8) Criteria for project baselines
(9) Assessment of additionality
(10) Verification and reporting

(11) Guidelines for review of implementation of Art. 6 by expert
review teams

(12) Guidelines for monitoring, reporting, verification
(13) Outcome of methodological work on Art. 3.3 and 3.4

SBSTA
/SBI

SBSTA




Provisions Elements Sub-
in the KP sidiary
Bodies
(14) Categorisation of projects
(15) Real, measurable and long-term environmental benefits
(16) Independent certification and verification
Process SBI
6.1(a) (17) Process for approval by Parties involved in projects
6.1(c), 3.10, 3.11, (18) Acquisition and transfer of emission reduction units
6.3,6.4
6.3 (19) Authorization of legal entities
8.4 (20) Process for reviewing Art. 6 according to Art. 8.4
6.4,16, 18 (21) Consequences of non-compliance
6.1 (22) Process for assessing compliance with Art. 5 and 7
(23) Independent certification and verification
(24) Certification of emission reductions
(25) Monitoring
(26) Reporting
(27) Eligibility of AlJ projects under Art.6
(28) Starting date for Art. 6 projects
Institutional SBI
6.2 (29) Role of COP/MOP, SBSTA and SBI
6.2 (30) Elaboration of guidelines as per Art. 6.2
6.3. (31) Involvemenit of legal entities

Categories unspecified

(32) Is further elaboration of guidelines necessary?

(33) Fungibility among mechanisms

(34) Lack of authority to elaborate ‘supplemental to domestic
actions’; inadvisability of doing so

(35) Other compliance-related issues

(36) How to assess project additionality/baselines

(37) Tracking of emission reduction units

(38) Lack of authority to impose a charge for adaptation




Provisions Elements Sub-
in the KP sidiary
Bodies
Article 17 - emissions trading between Parties included in SBSTA
Annex B /SBI
17 (1) Basis of rights and entitlements for emissions trading of
Parties included in
Annex B
2 17 (2) “Supplemental to domestic action”
17, Convention  (3) Conformity with the principle of equity in the Convention
3,17 (4) Real and verifiable reduction of GHG emissions
17 (5) Elaboration of principles, modalities, rules and guidelines
17 (6) Matters relating to verification, reporting and accountability

(7) Application of any quantification of “supplemental to domestic

action” to each individual State within a regional economic
integration organization

(8) Supplementarity to domestic action for the purpose of meeting
commitments under Article 3 (concrete ceiling defined in
quantitative and qualitative terms based on equitable criteria)

(9) Prerequisites for the use of Article 17 (compliance, linkage
with Articles 5, 7 and 8)

(10) Participation by legal entities
(11) “Hot Air”

(12) Transparency

(13) Accessibility

(14) Non-Discrmination

(15) Non-Distortion of Competition
(16) Liability

(17) Reporting and tracking of Trades
(18) Interchangeability

(19) Definition of Tradeable Unit

(20) Determination and creation of rights and entitlements for
emissions trading of Parties included in Annex B

(21) Elements of principles, modalities, rules and guidelines for
emissions trading

Categories unspecified

(22) Kyoto assigned amounts as basis for emissions trading
(23) Tracking transfers and acquisitions in assigned amounts
(24) Reporting on transfers and acquisitions in assigned amounts




Provisions Elements Sub-
in the KP sidiary
Bodies
(25) National registries

(26) Compliance-related issues

(27) Eligibility (e.g. links to Articles 5 and 7)

(28) Legal entities

(29) Lack of authority to elaborate ‘supplemental to domestic
actions’; inadvisability of doing so

(30) Fungibility among mechanisms

(31) Competitiveness issues

(32) Lack of authority to impose a charge for adaptation

SWITZERLAND:

(1) All items in the Work Programme for Mechanisms of the Kyoto Protocol should be
considered at the 10th and 11th sessions of the Subsidiary Bodies, with a view to taking
decisions at COP 5 (dates should appear in the table).

(2) If there is difficulty coming to agreement on the extended list of items in the Work
Programme for Mechanisms of the Kyoto Protocol, Switzerland would like to suggest the

consideration of the table below.

Alternative Proposal for a Work Programme for Mechanisms of the Kyoto Protocol

Elements
General
Article 12 )
. basic issues
methodological & technical issues
process issues
. institutional issues
. linkages
Article 6
. basic issues
. methodological & technical issues
. process issues
. institutional issues
. linkages
Article 17
. basic issues
. methodological & technical issues
. process issues
. institutional issues
. linkages
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Work programme on mechanisms of the Kyoto Protocol

The topics on this list have been suggested by various Partics and are without prejudice to whether a particular
topic should be included in decisions on mechanisms. Any Party may add additional topics.(Australia')

Provi-
sions
in the
KpP

Elements

Sub-
sidiary
Bodies

COPrs

COP6
|

cor/
Mop

Items added
b__v
Party(ies)

General

SBSTA
/SBI

(1) Application of relevant principles
(2) Nature and scope of the mechanisms
(3) Equity and transparcncy

(4) Supplementarity

(5) Climate change effectivencss

(6) Institutional framework

(7) Capacity building

(8) Adaptation:

9 Compliahcé

(10) Linkages

# Inapplicability of Article 4.8 and 4.9 of the

Convention and/or Article 2.3 and 3. 14 of the
Kyoto Protocol to the mechanisms.

#f Dependence of Kyoto’s ambitious
environmental targets upon avallabillty of
mechanisms

# Importance of prompt decisions on workable
mechanisms. for ratification/cntry into force

# Principle of cosl-( {Tecliveness

it Role of mcchamsms n pr omolmg
compliance |

# Comparable (reatment among Annex B
Parties, whether using Articles 6, 12, 17 or

other means to achicve their Article 3
commitments

Australia’

Australia’
|

Australia’

Australia’

Australia’

Australia’

Elements submitted by Auslralia (on behalf of Canada, Iceland, Japan, New Zealand, Norway, the Russian
Federation and the United States of America).




Provi-
sions
in the
KP

Elements

Sub-
sidiary
Bodics

cors

Coro

cor/
MOor

Items added
by
Party(ies)

it Maxuulzmg the cnwromncnlal benelits of
mechamsms by assuring the lowest p0551b1c
cost structures "

ft Application of any quantification cf)f
“supplemental to domestic action™ to each
individual State within a regional cconomic
integration organization

# Supplementarity (concrele ceiling defined in
quantitative and qualitative terms bascd on
equitable criteria)

i Linkages, i.a. interchangcability

# Prerequisiles for the usc of the mechanisms
(compliance, linkage with Articles 5, 7, 8)

#(11) Articles 2.3 and 3.14

Australia’

Australia’

LU
EU
EU

S&uds'
Arabia

Article 12 clean dcvclopment mcclnmsm
(CDM)

12.2
3,12.2
12.2 |

12.2|
12.2!
12.8°

12.2,
12.7!

Basic !

(1) Purpose of CDM projccls
(2) The *part of " commitments under Art. 3

(3) Compatibility with sustainable
development priorities/stralcgics

.(4) Schzial needs of lcast developed countries

(5) Criteria for project eligibility

(6) Adaptation

(7) Tran:sparcncy, non-discrimination,
prevention of distortion of competition

t Appliéalion of any quantification of
“supplemental to domeslic action” (o cach
individual State within a regional cconomic

lnlegralion organization

SBSTA
/SBI

A d;fmh‘a ¥




Items added

13412, - (18) Acquisition and transfer of certificd
12.9, . cmission reduction units -
12.10 '

Provi- Elements Sub- |COP5|COPG|COP/
sions sidiary | (MOP by )
I thie Bodics ' Party(ies)
KP ; '
# Supplementarity to domestic action for . EU
achieving compliance with reduction !
commitments under Art. 3 (concrele ceiling -
defined in quantitative and qualitative tcrms
based on equitable criteria) .
# Prerequisites for the use of the CDM EU
(compliance, linkage with Articles 5,7,8)
Methodological and Technical SBSTA
12.3 (b) (8) “Part of " Annex I commitments
12.5(c) (9) Additionality criteria in project funding
12.5 (b) (10) Crilcria for real, measurable and long-
term bencfits related to climate change -
12.5 © (11) Criteria for certification |
12.5 (c) (12) Criteria for plrojccl bascline :
12.3(a), (13) Definition of the concept of cerlificd ‘
12,9  emission reductions
12.7  (14) Systems for independent auditing an: 4 |
- verification of project activilics !
12.5,  (15) Format foxf reporling I
123
12.1  (16) Implication of Art. 12.10 of the Kyoto '
Protocol, including implications for a possible
interim phasc approach of the CDM and of the ‘
_ . Al pilot phase ,
3.3& (17) Outcome of mclhodological work on
34 Arts. 3.3 and 3.4
# Environmental additionality and baselines | EU
# Categorization of projects _ | EU
- # Criteria for sustainable development EU
Process i SBl




Provi-
sions
in the
KP

Elements |

|
|
|
f
|

Sub-
sidiary
Bodies

cors

COoré6

cor/
Mor

Items added|
by
Party(ies)

12.8
12.8
12.6

12.8

12.2

12.4
12.4

12.4,

12.6,
12.7,
12.8, |
12.9
12.4,
12.7

12.9

(19) Delcrimnullon o[' sharc of procccds for

~ adaplation|

(20) Determination of share ol'procceds for
administration '

' (21) Criteria and procedures for arranging
+ funding for certificd project aclivitics

(22) Criteria and procedures for assisling
developing country Parties that are particularly
vulnerable to meet adaptation costs’

- (23) Approval by involved Partics of

sustainable development
f#t Approval by involved parlics of project

# Certification of project aclivitics and
reductions -

- # Reporling

# Auditing and verification

i Eligibility of ALJ projects undcr thc CDM
beginning in 2000

_ Institulignal

(24) Aulhbrily and guidance of the COP

(25) Accountablllty of the cxeculive boald to
the COP;’MOP

- (26) Funclions of, relationship among and
12.5. |

operational proccdures of the COP,
COP/MOP, the cxccutive board and
operational entities

(27) Executive board - conslitution,
composition, and functions - membership and
rules of procedure, provisions for institutional
and adminislralive support

(28) Gmdancc regarding involvement of
public and/or private entitics

|
|

EU
LU

EU
EU

Switzerland

SBI




“supplemental {o domestic action” to each
individual State within a regional cconomic
integration orgamzallon

Provi- Elements Sub-  (COP5|COPG|COP!|ltems added
sions sidiary ’ MOP |by L
in the Bodics | Party(ies)
KP
12.5,  (29) Operational entities - :
12,7 identification/designation/accreditation;
_ monitoring/auditing ol operational entitics
12.2 ° (30) Responsibility of Partics
# Overall institutional framework EU
Categories unspecified ‘
# Determination of additionality of emissions | Australia’
reductions/removals =' |
- # Credit (starting from 2000) for qualifying | A"Jflf alia’
projects begun before CDM rules become i
effective | 4
# Tracking of cerlificd cmission reductions Australia’
i Fungibility amqng mechanisms Australia’
# Compliance-related issucs Australia’
- # Implications for benefits from CDM in Australia’
considering whether to elaborate ‘part of in
Article 12 para 3(b) of the Protocol
# Inclusion of sinks projccts; all six Kyoto f Australia
greenhouse gascs: |
ft Should there be any distinction between Australia’
public/private funding?
Article 6 projects
Basic SBSTA
| /SBI
6.1 (1) Criteria for Art. 6 projccts -
6.1(d) (2) “Supplemcnta!l to domestic action™ |
6.1 (3) Transparcncy. :
(4) Implications of the AlJ pilot phasc i
ft Application of any quantification of | Australia’




Sub-

Items added

6.1(a) (11) Process for approval by Parties involved
in projects _ :

6.1(c), (12) Acquisition and transfcr of emission

3.10, reduction r.mils

3.11,

6.3,6.4 .

6.3 (13) Authorization of legal cntilics - ;'

8.4 (14) Procé:ss for reviewing Art. 6 according to
Art. 8.4 -

6.4, 16, (15) Conscquences of non-compliance
18 :

Provi- Elements cors|core(cor/
sions sidiary ! MOP |by
in the i )
KP
# Supplementarity to domestic action EU
(concrete ceiling defined in quantitative and
qualitative terms based on equitable criteria)
# Prerequisitcs for the usc of Article 6 EU
(compliance, linkage with Articles 5, 7 and 8)
|
' Methodological and Technical |SBSTA
6.1 (5 Critcri;a for project basclines
0.1(b) | (6) Asscsslmcnt of additionality
6.2 :(7) Veriﬁcr:aliou and reporling
8.4 (8) Guidclines for review of implementation
' of Art. 6 by expert review teams _
6.2 (9) Guidelines for monitoring, reporting,
verification
3.3, 3.4 (10) Outcome of methodological work on Art.
3.3 and 3.?
# Categorisalion of projects EU
# Real, measurable and lon g-term EU
environmental benefits .
# Independent certification and verification EU
|
Process | SBI




core

Items added

Provi- Elements .' Sub- |COP5 cor/
| Bl A
in the '- |
KP
6.1 (16) Process for assessing compliance with
Art.5and7 | ;
# Independent ccmr cation and verifi callon , EU
it Certification .of emission reductions . | EU
# Monitoring E P EU
# Reporling ] | EU
# Eligibility of AlJ projects under Art. 6 | Switzerland
# Starting date for Art. 6 projects Switzerland
Institutional SBI ,
6.2°  (17)Roleof COPIMOP SBSTA and SBI !
6.2 (18) Elaboration ofg,uu.lclmcs as per Arl. 6.2
6.3. (19) Involvement of lcgal entitics !
Categories unspecified | _
# Is further claborallon of guidclines | Australia’
necessary?
- # Fungibility among mechanisms Australia'
# Lack of authority to elaborate ‘supplemental | Australia’
to domestic actions’; inadvisability of doing so | .
_ # Other compliance-relaled issucs ! Australia’
~ # How to assess project additionality/baselines | Australia’
# Tracking of emission reduction units i Australia’
~ #Lack of authority to impose a charge for | Australia’
adaptation ' |
Article 17 - emissions trading between SBSTA
Parties included'in Annex B /SBI
17 (1) Basis of ri glit§ and entitlements for
cmissions hadmg of Parties included in
Annex B ;
3,17  (2) “Supplemental to domestic action” | . 1
17, (3) Conformity with the principle ofcqully in '
Conv ' the Convention !




!
I
|
!
|
|
|
|
|

Items added

Provi- Elements Sub- |[COP5[{COP6|COP/
sions sidiary ' MOP|by
hitlie Bodies Party(ies)
KP |
|
3,17 ' (4) Real and venﬂablc reduction of GHG :
emissions
17 (5) Elaborrlion of principles, modalities, rules
- and guidelines
17 (6) Matter':s relating to verification, reporting
and accounlability
it Applicaiion of any quantification of Australia’
“supplemental to domestic action™ to cach
individual State within a regional economic :
integration organization - | 5 ,
# Supplementarity to domestic achqn for the i EU
purpose of meeling commitments under I
- Article 3 (concrete ceiling defined in' ‘
quantitatiye and qualitative terms bascd on
cquitable cnterla) _ i
. 1 Prerequisites for the usc of Arliclc ,1'? EU
- (compliance, linkage with Articles 5, 7 and 8) il
# Participation by legal entities ! EU
# “Hot Air” | EU
# Transparency | EU
# Accessibility ' EU
f#f Non-Discrimination EU
# Non-Distortion of Competition : EU.
ff Liability - EU
# Reporting and tracking of Tradcs : EU
# Interchangeability ; EU
# Definition of Tradeable Unit EU
ft Determination and creation of ri ghts and G77 and
entitlements for emissions trading of Parties : China
included in Annex B , '
ft Elements of principles, modalities, rules and ! G77 and
- guidelines for emissions trading i China
i i L
; Carezor'ﬂes unspecified ' :
] # Kyoto "ﬂssigncd amounts as basis for ' Australia’

emissions trading

|




# Lack of authority to imposc a charge; for
adaplahon ! '

Provi- Elements Sub-  |COP5|COPG|COP/|ltems added
sions sidiary ~ [MOP |by
in the Bodies Party(ies)
|KP '
|
{t Tracking (ransfers and acquisitions m . Australia’
assigned amounts,
# Reporting on transfers and acqunsmous in Australia’
assigned amounts
# Nalional registries Australia’
# Compliance- rc!nled issues Australia’
# Eligibility (c. g ]mks to Arlicles § and 7) Australia’
# Legal cntities Australia’
ft Lack of authority to elaborate ‘supplcmcnlal Australia'
to domestic actions’; inadvisability of doing so :
- #f Fungibility among mechanisms =~ ; Australia’
it Compelilivcnesé issues s = Australia’
| Assiteali”




‘ -10-
|
| SWITZERLAND:
| ! ! |
it All items in the Work Programme for Mechanisms of the Kyoto Protocol should be - |
considcred at the 10th and I 1th scssions of the Subsidiary Bodies, with a view to taking

decisions at COP 5 (dates should appear in the table).

# If there is difficully coming to agreement on the extended list o['itt':m_'s in the Work
Programme for Mechanisms of the Kyoto Protocol, Switzerland would like to suggest the
consideration of the table below. ‘ ' '

|
Alternative Proposal for a Work Programme for Mechanisms of the Kyoto Protocol

Elements :
Genceral L |
Article 12 v i kg
l . basic issues :
! . methodological & technical issucs
' . process issues |
. institutional issues
A linkages
' Article 6
. basic issues Pl
. methodological & technical issues : |
’ process issues E i
. institutional issucs :
: linkages
Article 17
. basic issues
. methodological & technical issues
' . process issucs |
| . institutional issucs
: . linkages
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The White Homse is not counted in the official statistics on emergy use in federal buildings because it is considered a "residence.”

Pushing to Lighten Federal Energy Load

Agency Efficiency Efforts Could Save Another $1 Billion a Year; Study Says

By Marmita M. Hamirron
Roskingtar Nost Staff T'ater

The federal govenment, the nation's larg-
est eneTRy consumer, could cut its bills by
about §1 hilliun a year through more aggres-
«<ve sps to improve energy efficency,
acoording to a report by the nonprodt
AlRance to Save Encrgy.

The report, slated to be released this week,
cxamuned federal efforts to save energy in its
approximately 500,000 buildings between
1985 and 1995, a period during which te
{aderal government says it reduced its energy
use hy 142 percent per gruss square fool.
Using more accurate measures, the report
contended, energy consumption :n foderad
facilities actually mereased by 2.7 peroent.

“To be fair, energy use would have risen
coven more if not fir agencies’ energy<f-
aency efforts.” the repast noted. The steps
that agencies have laken have saved 333
bilion and reduced carbon emisions by 1.7
milion metric toms, said Alfance vicee prosi-
dem: Mark Hopkins.

The report was prepared by a task foroe of
50 mdustry associations and privale compa-
nies that market energy-clficient products
and services. The Alliance, founded in 1977
by then-Sens. Chaarles H, Percy (R1IL) und
the late Hubert H. Humphrey (D-Minn.), is a
coafition of govemment, business, environ-
mental and consumer leaders and is intended
Lo promote cnerzv conservation. The current
Chairman is Sen. Joff Bingamen (D'NM.).

David M. Nemtzow, president of the

appears comwmilted to energy efficiency “but
it hasn’t really taken root with the agendies.”

The difference in accounting by the Alli-
ance and by the federal govermment i that
the ABiance counts not just the energy
consumex on site by federal buildings but also
the energy used at power plants w0 produce
electricity to run governument commputers,

“source” energy as well as “site” enersty, but
that changed with an exerutive order by
Prtsidcmﬁtwgrﬁadlmlwl.

The other dificrence is that the (ederal
numnbers don't include cnergy wsed in “ener-
gy-intensive” facilities that the: law alaws to

Loper and Katie L. Miller, a former rescarch
associate at the Allimce, wrole the report.

The list of builldings where energy use
docsn't count includes several courthotses, at
Jeast one day carc center and many residenc-
ey, incduding the White House,

echer, DOE assistant
a\maaﬁmdtﬁﬁﬁm

energy, and DOE special assistamt Joan
Glickman, buildings on the exempt Est ac-

i
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count for only about 10 percent of federal
it

“We think that the Alliance report is a
thoughtful review of the federal government
programs to date, and we are bappy to have
them working on this issue with us,” said
Reicher, “We don't consider this a battle.”

‘The Allmoe said that encrgy conservation
initiatives have been hampered by inadequate
funding and by the government’s failure to
aggressively pursue encrgysanving perfor-
mance contracts, Lnderﬁmcoums.a
private company puts up its own money to
reduce energy consumption and shares the
savings with its customer—in this case, the
federal government.
since made ® easier for federal building
mmmmfﬁrm
g services,

“The Alliance is critical of us for being slow
on the uplake with energy services compe-
nies,” he sail *1 dont disagyee that it hay
taken a while to get traction, but we have
quite a bil of traction now, and we have
mdﬂmmﬁmMmm
conntry.”

Reicher saxd one pgood example is a
contract at the Hanford Nuclear Resenvation
in the state of Washington. There, Johnson
Controls Inc_, also a member of the task force
that prepared the Alliance report, invested in
eration with smaller gevfired phats, a move
expected to produce mare than $100 millioa
in savings over 25 years.

Endov
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MASTERLIST.xis Prepared 11/9/98 6:37 PM Page 10of 4

US COP-4 Directory ID  Hotel Room Phone Org. ARR DEP
ADAIRE Marshall Central Park

ADASHEK Jonathan x Etoile 711 029-9402 WH 3-Nov 13-Nov
ALDY Joe x Etoile 302 029-9409 CEA 2-Nov  12-Nov
ANDERSON Margot x Etoile - 704 029-9415 USDA 31-Oct  14-Nov
ANDERSON Julie x Etoile 510 029-9407 WH 3-Nov  12-Nov
ANDERSON Kai X Sheraton i3 029-9405 CODEL 3-Nov  12-Nov
ANTHOLIS Bill x Etoile 812 029-9419 WH 1-Nov  12-Nov
ARAUJO Maria Jose None None  None usIs None None
BALLENTINE Roger x Etoile 803 029-9421 WH 8-Nov  13-Nov
BALMACEDA Luis None None None EMB None None
BARNETT Meredith None None None EMB None None
BARTON Rep. Joe x Sheraton 7?7 7?7 CODEL  10-Nov 13-Nov
BEARD Kay None None  RTNED EMB None None
BECKETT Ardena 277 777 417-6578 usiIs None None
BENTON Col. Dan x Etoile 508 029-9438 DOD 31-Oct  12-Nov
BERC Jeri x Central Park 028-9452 USDA 5-Nov  12-Nov
BERRUETA Manuel None None  470-8824 uUsIS None None
BINIAZ Susan x Etoile 501 029-9414 STATE 8-Nov  12-Nov
BITTLEMAN Sarah x Sheraton 777 777 CODEL 9-Nov  12-Nov
BLOOM EvanT. x Etoile 705 029-9461 STATE 1-Nov 13-Nov
BLUMENTHAL Evelina None None None usIs None None
BONHAM Kent X  Sheraton 2201 277 CODEL 7-Nov  13-Nov
BORDEAUX Chris x Etoile 1010 None DOE 1-Nov  8-Nov
BRADLEY Richard x Etoile 309 029-9454 DOE 31-Oct  13-Nov
BRAVERMAN Ronald None None None EMB None None
BREED Bill x Etoile 502 029-9447 DOE 31-Oct  13-Nov
BREIDENICH Clare x Etoile 408 029-9418 EPA 1-Nov 15-Nov
BRENNAN Thomas Central Park 410 None STATE 8-Nov  11-Nov
BROUILLETTE-RODRIGUEZ Andrea None None  029-9954 EMB None None
BROWN Rebecca None None  417-1143 usIs None None
BROWN-BECKETT Ardena None None None usIS None None
BRUNO Osvaldo x None None EMB None None
BUCKLES Col. Tony x  Sheraton 211¥ 77? CODEL 6-Nov  12-Nov
BURKE Hugo None None  None EMB None None
BURTON Guy None None  471-7610 usis None None
CAGNOLI Fedora 777 777 777 usiIs 7?7 777
CAMPAIGN Alysandra x  Sheraton ?7? ??? CODEL 9-Nov  14-Nov
CAMPOS Juan Carlos None None None EMB None None
CARELLO Osvaldo None None None EMB None None
CASTRO Benjamin None None  029-9953 EMB None None
CASTRO Angelina None None  420-3553 EMB None None
CENTRAL PARK HOTEL 864-3300

CHIRINOS Guido 777 7?77 727 727 777 777
CLARKE Veronica 777 777 ?7? 277 777 ??
CLAY Kathryn x Etoile 1001 77 CODEL 5-Nov  23-Nov
CODEL Sensenbrenner Phone x  Sheraton 2109/10 311-4672 CODEL 6-Nov  13-Nov
CODEL Sensenbrenner Fax x  Sheraton 311-4693 CODEL 6-Nov  13-Nov
CcoLBY Michael 277 777 277 77 77 777
CONF. CENTER Phone ExCtr 19 806-1448 DEL None None
CONF. CENTER Fax/modem ExCtr 19 806-3821 DEL None None
CONNERS Mary Deane . None None  471-9300 usis None None
CORDOVA . Aura None None 424-3083 usiIs None None
COVINGTON Philip x None None  029-9955 EMB None None
COVINGTON Nadia x None None None EMB None None

CUMBY Robert x Central Park 407 = 029-9432 TREAS 8-Nov  13-Nov



MASTERLIST .xIs Prepared 11/9/98 6:37 PM Page 2 of 4
US COP4 Directory ID Hotel Room Phone Org. ARR DEP
CUSTIN Dick None None  424-9315 USIS None None
DEFAZIO Peter x Sheraton 77?7 777 CODEL 10-Nov 13-Nov
DELGADO Linda x Etoile 908 029-9427 USDA 4-Nov  8-Nov
DEROSA-JOYNT Barbara x Etoile 404 029-9426 STATE  31-Oct 13-Nov
DINGELL Rep. John x Sheraton 777 777 CODEL 10-Nov 12-Nov
DIRINGER Elliot Etoile 1010 029-9422 WH 8-Nov 13-Nov
DIXON Robert Central Park 404 htl328-6800 DOE 777 777
DOHERTY Andrea None None  None EMB None None
DOLAN Cathleen 277 777 777 777 777 777
DONIGER David x Etoile 609 029-9420 EPA 2-Nov 13-Nov
DRAMISINO Daniel 777 777 777 EMB 777 77
DURAN Adela 777 ?7? 777 ?7? 777 ?7?
EDWARDS Daryl 7?77 7?7 777 STATE 77?7 ?7?
EIZENSTAT Stuart Etoile 1006 029-9413 STATE 9-Nov  15-Nov
ELLSBURY Allan x Etoile 801 028-8461 STATE  30-Oct 10-Nov
ELLSWORTH Matt x Etoile 801 028-8460 STATE  29-Oct 14-Nov
EMERSON Jo Ann x Sheraton 2018 777 CODEL 6-Nov  13-Nov
ENGLISH Kate x Sheraton 2026 029-9430 CODEL 6-Nov  14-Nov
ENZI Sen. Mike x  Sheraton 2016 4 47§ CODEL 4-Nov  7-Nov
ESPINOSA Gloria x None None None EMB None None
FARINA Reinaldo None None  None EMB None None
'EARR'E S L e L it Rebart 5y ';::ﬁ{ﬁ-—“:ﬁ—"fﬁ-ﬁgf;ﬂ%: ‘ :
FESTA David 7 777 777 777 777 77?
FIDDELKE Debbie x  Sheraton 277 777 CODEL 9-Nov  13-Nov
FITZGERALD Jack 277 727 777 777 7?7 777
FITZGIBBONS Dennis x  Sheraton 777 777 CODEL 9-Nov  13-Nov
FLANNERY Terry 7? 777 72?7 STATE  11-Nov 15-Nov
FLORES Carlos ?7?7? 777 471-0252 usIS 777 777
FORRISTER Dirk x 77?7 507 029-9435 WH 3-Nov 12-Nov
FRAENKEL Amy Central Park 419 029-9434 EPA 8-Nov  11-Nov
FRANKEL Jeff Etoile 909 029-9458 CEA 9-Nov  13-Nov
FULLER James None None  471-1214 UsIS None None
GALLO Jorge 777 777 ?7? EMB 777 777
GAMBIRO Lamy None None  029-9956 EMB None None
GARDINER David Etoile 808 969-7210 EPA 7-Nov 14-Nov
GARMAN David x  Sheraton 777 777 CODEL 777 777
GEBHARDT Rhina None None None EMB None None
GIBSON John x Etoile 508 028-8462 WH 8-Nov  14-Nov
GOMEZ Jorge None None  None EMB None None
GORDON Susan x Etoile 904 029-9457 STATE  30-Oct 16-Nov
GREEN Kevin 777 777 777 777 ?77? 777
GREEN Arthur x Etoile 804 471-0151 usIs 27-Oct  15-Nov
GREENE Jim Sheraton 777 777 CODEL 9-Nov  13-Nov
GREENFIELD Victoria x Etoile 308 029-9425 STATE 31-Oct  14-Nov
GREENWALD Michael None None  424-9616 usIS None None
GUMBINER Larry x Etoile 603 029-9410 STATE 4-Nov 13-Nov
GUTIEZ Maria Ines None None None EMB None None
HAGEL Sen. Chuck x Sheraton 777 77 CODEL 11-Nov 13-Nov
HAGEN Bob None None 029-9957 EMB None None
HALES David x Etoile 604 029-9451 USAID 1-Nov 13-Nov
HAMBLEY Mark x Etoile 306 029-9450 STATE  31-Oct  13-Nov
HARDY Sgt. Gary x  Sheraton 2036 T CODEL 7-Nov  13-Nov
HASPEL " ~Abraham x Etoile 412 029-9441 DOE 2-Nov  12-Nov
HOBGOOD Teresa x Sheraton 2024 029-9403 STATE 1-Nov  14-Nov
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HOWARD Hugh None None  424-9532 UsIS None None
HUNT Don None None  029-9958 EMB None None
HUNTER Silvia None None None EMB None None
HUSCILOWITC Maria Carmen None None  None EMB None None
HUSCILOWITC Walter None None None EMB None None
JACKS Yvette x Etoile 608 029-9437 STATE  31-Oct 13-Nov
JACOBS Susan X  Sheraton 2218 028-8464 CODEL 9-Nov  14-Nov
JOHNSON Dee None None 424-9229 usIS None None
JONES Ben x Central Park 412 029-9431 TREAS 9-Nov  13-Nov
KANE Sally x  Sheraton 2324 029-9416 CODEL 6-Nov  16-Nov
KAUFMAN Holly x Etoile 709 029-9456 DOD 31-Oct  13-Nov
KEENE Carolyn x Etoile 1011 777 STATE  8-Nov  15-Nov
KEENER Geraldine 277 77 ?777? 777 ?77 777
KERREY Sen. Robert X  Sheraton 2004 029-9433 T CODEL 5-Nov  7-Nov
KERRY Sen. John x  Sheraton 777 029-9430 CODEL 11-Nov 13-Nov
KIMBLE Melinda x Etoile 907 029-9404 STATE  31-Oct 13-Nov
KIRK Mark x  Sheraton 777 777 CODEL 10-Nov 14-Nov
KLINK Rep. Ron x  Sheraton s 77 CODEL 10-Nov 13-Nov
KLOPFENSTEIN Neil 777 ?7? 777 777 fitad 777
KNOLLENBERG Rep. Joe x  Sheraton 777? 277 CODEL 8-Nov  15-Nov
KOSELKA Paul 777 77? ?7? 277 777 777
KOUNTOUPES Lisa Sheraton 2318 029-9423 WH 9-Nov 13-Nov
KUCINICH Rep. Dennis x  Sheraton 7?7 777 CODEL 8-Nov  14-Nov
KURTZ-RANDALL Margaret None None  029-9959 EMB None None
LAMAZARES Fernanda None None  029-9960 EMB None None
LATTIMER Timothy None None  029-9961 EMB None  None
LATTIMER Deborah x None None  None EMB None  None
LAW John None None 470-8956 UsIS None None
LEFRANC Maurice x Etoile 301 029-9401 EPA 2-Nov 12-Nov
LIEBERMAN Sen. Joseph x  Sheraton ?7? 277 CODEL 10-Nov 12-Nov
LINDLY Kirk Central Park 428 None STATE 8-Nov 11-Nov
LOPEZ RECALDE Jaime None None 471-0939 usIS None None
LOY Frank Etoile 1007 e STATE  9-Nov 15-Nov
MACEDONIA Jennifer x  Etoile 902 029-9440 EPA 31-Oct  13-Nov
MACFARLANE Jackson None 777 029-9962 EMB None None
MARTIN Thomas None None None EMB None None
MATSUKATA Naotoka x  Sheraton 777 777 CODEL 10-Nov 12-Nov
MAURANTONIO Pauline x None None None EMB None None
MAZUR Mark x  Etoile 1009 028-8463 DOE 8-Nov  13-Nov
MCINTOSH Rep. David X Sheraton 777 777 CODEL 8-Nov  15-Nov
MCNERNEY Patricia x Sheraton 777? ??? CODEL 9-Nov  14-Nov
MERCADO Rodolfo 777 ?77? ??7? EMB ??? 277
MERCIER Stephanie x  Sheraton 2111 77? CODEL 7-Nov  13-Nov
MERIDA Mario x Etoile 301 029-9439 STATE  31-Oct  14-Nov
MIDDLETON William None None  471-0730 uUsIs None None
MORO Omar None 777 179-9151 EMB None None
MOSER Rebecca Etoile 910 070-8517 DOC 8-Nov  13-Nov
MULHALL Kyle x Sheraton 77 777 CODEL 9-Nov  13-Nov
NARAINE Susan None 179-9300 EMB None None
NIS ISCARDI Natalia 777 777 470-5665 usIs None None
NITZE William Etoile 707 777 EPA TBD
NORLAND David x  Central Park None STATE 9-Nov  17-Nov
NORTON Julie Sheraton 2312 070-8522 STATE 9-Nov  14-Nov
O'LEARY John 777 777 777 STATE  11-Nov 13-Nov
ORLANDO Rubek LT 7 474-1872 usIs None None
PAGE Diana x: Etoile 303 029-9459 STATE  31-Oct 13-Nov
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PAVELA Todd None 777 178-9712 EMB None None
PEEL Kenneth x  Sheraton 2120 277 CODEL 7-Nov  13-Nov
PENCE Ann x Etoile 903 777 STATE S-Nov  17-Nov
PERCIASEPE Robert ) Etoile 409 ok EPA 9-Nov  12-Nov
PERSHING Jonathan x Etoile 405 029-9448 STATE  31-Oct 16-Nov
POMERANCE Rafe Etoile 707 029-9433 STATE 7-Nov  13-Nov
POTASH Janet None TrT 179-9755 EMB None None
POVENMIRE Susan x Etoile 701 029-9411 STATE  30-Oct 12-Nov
PURVIS Nigel x Etoile 1008 029-9417 STATE 6-Nov  14-Nov
REED Debra X  Sheraton 2021 777 CODEL 5-Nov  13-Nov
REICHER Daniel x Etoile 912 028-9412 DOE 9-Nov  12-Nov
REICOSKY Don ?7? ?7? 777 USDA ?77? 777
REIFSNYDER Daniel x Etoile 1001 028-9449 STATE  31-Oct 15-Nov
RICH Jay 777 777 417-0148 UsIS None None
ROBERTS Barbara x  Sheraton 2118 777 CODEL 7-Nov  15-Nov
ROCHA Manuel None None 15-532-3434 EMB None None
RODRIGUEZ Jorge 777 777 471-0789 usis None None
ROSKER Patricia ??? 77?7 470-7674 USIS  None None
SANDALOW David x Etoile 807 029-9424 WH 8-Nov  14-Nov
SCHICK Jack x Etoile 1002 None STATE  1-Nov 13-Nov
13-Nov

SCHULTZ Todd ___x _Sheraton 2229 777 CODEL 7-Nov

SEABRIGHT Jefferson x Etoile 1005 029-9442 USAID 2-Nov  11-Nov
SEMANS Truman x Etoile 310 029-9406 TREAS 3-Nov  10-Nov
SENSENBRENNER Rep. James x Sheraton 2216 27 CODEL 7-Nov  13-Nov
SIGLER Mark None 777 969-7165 EMB None None
SPEDALIERE Graciela ?7? 277 470-7542 usIs None None
STERN Todd x ' Etoile 906 029-9429 WH 8-Nov  12-Nov
STOLPMAN Paul 277 777 ok 777 277 ?77?
STOWELL Debbie x Etoile 708 029-9453 DOE 31-Oct  13-Nov
SULLIVAN Keven None 777 969-7343 EMB None None
THOMPSON-JONES Mary 77 777 242-9299 usis None None
TOOD Pavela None 277 179-9712 EMB None None
TYSON Greg None ?27? 531-2120 EMB None None
USIS Control Conv. Center Expo 801-524 801-5070 usis None None
USIS Control Room Etoile 1st floor 802-0058/9  USIS None None
USIS Control Room/CODEL Sheraton 777 801-4626 uUsIS None None
VAN WAY Catherine x  Sheraton 2227 A CODEL  7-Nov 14-Nov
VAZ Maria x None None None EMB None None
WARREN Glenn None None 969-7246 EMB None None
WATSON Harlan X Sheraton 2206 L] CODEL  1-Nov 14-Nov
WERTMAN Doug 7? 777 7277 STATE 777 77
WICKWIRE Susan x Etoile 401 029-9436 STATE  31-Oct 13-Nov
WILKINSON Xenia Etoile 805 029-9455 STATE  31-Oct  13-Nov
WOFFORD Martha x Etoile 312 029-9443 WH 2-Nov 12-Nov
WUERFMANNSDOBLER Franz x Sheraton 2017 029-9445 CODEL 5-Nov 14-Nov
YACOVONE Julio None 77?7 969-7698 EMB None None

ZWALLY Kurt D. 777 77 777 77 777 77?



Declaration of Ministers
To the
Fourth Session of the Conference of the Parties
“To the
Framework Convention on Climate Change

We, the Ministers of the following Parties to the United Nations Framework Convention
on Climate Change, strongly support the objectives of the Kyoto Protocol and consider
the various flexibility mechanisms contained therein, properly structured, as the key to
achieving these objectives.

Emissions trading and the other mechanisms were included in the Kyoto Protocol as
pathways towards cost-effective emissions abatement action. By lowering the costs
associated with reducing greenhouse gas emissions, the flexible mechanisms included in
the Protocol offer a way to strengthen the environmental outcome. The prospect of early
agreement on effective emissions trading was critical to many Parties’ accepting
enhanced commitments in the Kyoto negotiations. It thus underpinned the overall
reduction of 5.2 percent pledge by Annex I countries.

With respect to emissions trading in particular, we support a regime that promotes, inter
alia:

= accurate measurement and reporting;
= compliance with Article 3 obligations; and
= cost-effectiveness.

We do not support quantitative limits on emissions trading: they are not authorized by the
Protocol; they do not help — and indeed impede the achievement of the environmental
objectives of the Protocol and the Convention; and they would impose burdensome costs.

Recognizing that Article 17 of the Protocol does not require the Conference of the Parties
to adopt rules in order for emissions trading to take place, we are nevertheless working
toward the adoption of global rules for efficient emissions trading under Article 17.

In the event, however, that it is not possible by COP-5 to adopt acceptable rules for
establishing an open, global trading system, without quantitative restrictions, these States
will consider other options, including emissions trading among themselves (and any other
like-minded Annex B Party) in accordance with their own rules. This would be
consistent with the Protocol and enhance its effective implementation when it enters into
force.

Consultations about such a system among the following Parties will commence forthwith.
These consultations will be open to participation by other Parties that wish to consider the
option of emissions trading.
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RESPONSES TO G-77/CHINA QUESTIONS ON
FLEXIBILITY MECHANISMS :
" September 10, 1998

- The following document is a set of answers, submitted by Australia, Canada, Iceland, Japan, __ -
New Zealand, Norway, Russian Federation, Ukraine, and the United States to questions posed by
the G-77 and China in FCCC/SB/1998/MISC.1/Add.S. It represents the preliminary views of _
these countries, and is submitted with a view to facilitating further discussions on these important
issues. .

General

1. What are the points of difference and points of similarity among the three mechanisms
provided for in the Kyoto Protocol to the Convention?

Key similarities:

¢  All three voluntary market-based mechanisms work to the benefit of the environment,
because they will assist Annex I Parties in meeting their emissions targets and, in the case of
projects under Article 6 (hereafter joint implementation - JI) and project activities under
Atticle 12 (hereafter the Clean Development Mechanism — CDM), provide an additional
incentive to develop and transfer technologies and practices that will reduce emissions.

e Moreover, all three mechanisms will help Parties to meet their emissions targets cost-
cffectively.

e All three mechanisms ﬁltimately involve adjustments in the assigned amounts of Annex I
Parties. '

* All three mechanisms will provide opportunities for potentially significant technology and
resource transfer, from both the public and private sector, to countries with economies in
transition and developing countries.

 All three mechanisms permit private sector participation, with responsibility for meeting
Protocol obligations remaining with governments.

Key differences:

« International emissions trading (IET) and T will involve transactions among Annex [ Parties
and entities, whereas the CDM will involve transactions among Annex [ and non-Annex I
Parties and entities. '

~ JI and the CDM both involve specific projects, while IET does not.

e With respect to JI and the CDM, there may be similarities with regard to types of projects and
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methods for measurement of emissions reductions. However, there are also differences, given
that JI reductions are ultimately subtracted from the assigned amount of a Party with a
national target, whereas CDM reductions are not; therefore, additionality critenia are
particularly critical to the integrity of the CDM.

- —

IET and JI involve reallocating assigned amounts, with the aggregate remaining constant; in
contrast, CDM units are “extra-budgetary,” adding additional units to the original Annex I
aggregate assigned amount. : ,

IET, JI and the CDM are mechanisms to assist Annex I Parties in meeting their emissions
targets. However, the CDM also serves as a mechanism to assist in achieving sustainable
development in Parties not included in Annex I by encouraging investment and transfer of
technology.

Of the three mechanisms, only the CDM calls for the establishment of an Executive Board
and reqmms certification by internationally selected operational entities.

In terms of decisions on any rules/guidelines, the COP is to make such decisions regarding
IET, whereas the COP/moP is to make such decisions regarding JI and CDM.

Article 12 (CDM) requires further rules regarding project certification, whereas Article 6 (JI)
does not necessarily require them.

Apart from any similarities and differences among the three mechanisms, all should be
implemented so as to minimize complexity, provide cost-effective opportunities for meeting
emissions targets, keep transaction costs low, and support fungibility of credit units.

2. How to cnsure that domestic actions by developed countries are their primary means of
GHG limitation and reduction, and that the overseas mechanisms remain supplemental to
such domestic actions by developed countries for the purpose of meeting their quantified
emission limitation and reduction commitments?

Articles 6 and 17 of the Kyoto Protocol require that JT and IET are to be “supplemental to
domestic action” for the purpose of meeting commitments under Article 3. However, it
should be noted that the Protocol does not call for domestic actions to be the “primary
means” of limiting greenhouse gas emissions. As will be recalled, proposals related to JI and
IET that would have required domestic actions to be the “main means” of meeting Article 3

‘targets did not command consensus and were not included in the Protocol.

Annex [ Parties are undertaking, and planning to undertake, significant domestic action to
reduce emissions. (Please refer to national communications for examples of Parties’
domestic actions.)
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~  Several Parties have taken on and/or announced specific measures to begin domestic "
actions to encourage early reductions of greenhouse gases through better diffusion of

existing technology, to fund additional rescarch to develop new technology, to
continue or enhance the use of economic incentives, and to implement national
greenhouse gas emissions trading systems. :

Parties’ domestic actions will be cxanuned through the process for in-depth review of
national communications. :

Conceming the sﬁggcstion that the carefully negotiated compromise term “supplemental” in
Articles 6 and 17 be quantified, such an approach is neither authorized nor required by the
Protocol.

— A indicated in the Non-Paper on Principles, Modalities, Rules and Guidelines for an

IET Regime (FCCC/SB/MISC.1/Add.1/Rev.1), IET will be more effective in
achieving cmissions reductions at lowest cost if there are no restrictions on the
quantity of assigned amounts units able to be transferred or acquired to contribute to
compliance with a Party’s assigned amount. If the flexibility inherent in these
mechanisms is restricted, the result would increase substantially the cost of achieving
our environmental objectives.

Such a quantitative restriction on IET would be technically difficult to define and
design, and could require an administratively burdensome government monitoring
and approval regime to implement, adding significantly to transaction costs.

3. How can it be ensured that these mechanisms lead to real and verifiable limitation and
reduction of GHG emissions by developed countries?

The Kyoto Protocol establishes legally binding emissions commitments for Annex [ Parties.
As a result, accurate measurement and reporting will be critical to the successful
implementation of the Protocol, regardless of the extent to Whlch Parties elect to use the
flexibility mechanisms.

Having said that, there are ways that the mechanisms can be structured so as to provide
additional incentives for accurate measurement and reporting:

- Article'6 (JI) already provides that an Annex I Party cannot acquire emission

reduction units if it is not in compliance with its obligations under Articles 5 and 7.

As indicated in the Non-Paper on Principles, Modalities, Rules and Guidelines for an
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IET Regime (FCCC/SB/MISC.1/Add.1/Rev.1), we support linkages in the IET rules
between the ability to engage in trading and compliance with Articles 5 and 7.

- Conceming CDM, Article 12 reflects the importance the Parties put on the need for
ensuring real reductions. CDM projects will be verified on the basis of agreed
guidelines for calculation of project or technology basclines, measurement of
emissions reductions resulting from the project, and transparent reporting of results,
open for third party evaluation. The experiences gained during the ALV Pilot Phase
may provide valuable information on useful methodologies in this respect.

4. How to ensure that the COP or COP/mop will maintain the responsibility for every
stage of defining, developing, structuring, and institutionalizing the mechanisms?

L ]

Under the Protocol (and as noted in part above), the COP and COP/moP have different
functions with regard to the threc mechanisms. For example, elaboration of the CDM will
require substantial COP/moP decision-making with respect to both substantive and
institutional issues. In contrast, JT under Article 6 could be implemented without further
decisions by the COP/moP (i.e., because the Article provides that the COP/moP “may”
further elaborate guidelines). Concerning Article 17, IET is not legally dependent upon the
adoption of guidelines although, once adopted, any principles, rules and guidclines adopted
by the COP would govern IET from that point.

5. What are the specific roles of the SBSTA and the SBI with regard to these mechanisms?

The SBSTA and SBI will continue to serve the function of recommending decisions to the
COP or COP/moP to facilitate the implementation of the Protocol, taking into account the
submissions of Parties, the FCCC Secretariat, other intemnational bodies, and the input of
non-governmental organizations. Specific roles will be identified as progress is made.

6. What will be the systems for ensuring independent anditing, verification, and
accountability of the working of the mechanisms?

As noted above, the three mechanisms have different prcms:ons when it comes to such issues
as verification, audmng,

~ Article 6 (JT) and Article 17 (IET) anthorize, but do not require, further guidelines on
verification and reporting.

— Article 12 specifically provides for “independent auditing and verification™ of project
activities.

—— -
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Accurate measurement and reporting (including guidelines for standardized reporting) will bo'

critical to the integrity of the Kyoto regime, given that the key obligations involve legally
binding emissions limitation targets.

Dependjng upon the particular mechanism and its requirements, the use of existing
mechanisms in the private sector (for tasks such as auditing and accounting) could be
advisable, given that many such mechanisms have already been tested in the demanding
private sector markets.

The expert review process of implune:ﬁation of Article 3 obligations (to which all three
mechanisms relate) will also play an important role in promoting the integrity of the
mechanisms.

Finally, public dissemination of emissions and assigned amount data, through appropriate
reports on the Internet for example, can help to ensure transparency.

| Article 6 Projects

1. What will b‘e the elements of the guidelines for projects under Article 6, in particular,
for ensuring transparency, accountability, reporting, and verification?

Article 6 contains key criteria and guidelines for cooperative activities.

Articles 3.10. and 3.11 of the Protocol establish that emission reduction units transferred
between Annex I Parties as a result of projects under Article 6 are to be added to or
subtracted from Parties’ assigned amounts. Thus, activities under Article 6 will not change
the total assigned amounts of Annex I Parties, only the distribution of these amounts among
individual Parties.

Changes in assigned amounts will be reported annually and can be tracked on this basis. In
this regard, it would be useful initially to consider the Uniform Reporting Format from the
Al Pilot Phase.

Guidelines providing for the use of simplified, standardized methods to assess additionality
(such as thresholds for specific projects or sectors) could promote transparency.

It should also be noted that the overall expert review process (including expert review of
inventories) regarding compliance with Article 3 (of which JI is a component) will
necessarily play a role with respect to accountability and verification.

e, 1
-t -
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What will be the criteria for deciding the baseline of projects?

Atticle 6.1(b) requires that a JI project “provide{ ] a reduction in emissions by sources, oran
enhancement of removals by sinks, that is additional to any that would otherwise occur.”

The AILT Pilot Phase and related work have provided considerable information on how to
establish baselines.

The basic criterion is to establish a baseline to enable measurement of the effect of the

project activity compared to business-as-usual. This baseline could vary between different
sectors and countries.

How can compliance with Articles 5 and 7 of the Protocol be ensured, and how is this

related to the work to be accomplished under Article 18?

Accurate measurement and reporting are critical to the integrity of the Protocol generally,
given the nature of the target obligations.

Article 18 may ultihmtely be relevant to promoting compliance with Articles 5 and 7.

However, it would not appear helpful to rely exclusively on Article 18, particularly given that
the Article 18 procedure may require amendment to the Protocol and therefore potentially
substantial time to become operative.

Rather, the flexibility mechanisms themselves should be structured to provide their own
relevant incentives to comply with Articles S and 7.

In the case of JI, the Protocol itself (through Article 6.1(c)) provides that an Annex I Party
may not acquire emission reduction units if it is not in compliance with its obligations under
Articles 5 and 7. Such a provision should provide a useful incentive for Annex I Parties, at
least for those interested in using JI, to comply with the Protocol’s measurement and

reporting provisions.

In addition, we believe the COP should focus early attention on claborating measurement and
reporting guidelines called for under Articles 5 and 7. Such work will be important not only
for flexibility mechanisms, but for the Protocol generally.

4. What will be the procedure for transferring or acquiring emission reduction units
resulting (rom projects under Article 6?
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The transfer of emission reduction units between Annex I Parties, which ultimately resultsin -
ad]ustmmts in their assigned amounts, will have to be approved and agreed by the involved ..~

Based on this approval and agreement, adjustments to assigned amounts will have to be
recorded, for example in these Parties' annual inventories and/or national communications.

The Parties will be subject to any gmdelum, mcludm.gforvmﬁcanon andrcporhng, that _
COP/moP may further elaborate.

. What will be the system for auditing and verifying projects under Article 6?

Each Party involved in JI will have the responsibility to approve, monitor, and report each JI
project in which it or one of its legal entities is in_volved.

The COP/moP may develop further guidelines concerning the credibility and transparency of
national verification systems. -

The extent to which a JI project meets applicable international criteria can also be the subject
of the expert review process of implementation of Article 3 obligations, to which JI is
obviously related.

6. How will “legal entities” to be involved in these projects be defined and bow will the
responsibility of the Party over “legal entities” for the purpose of the projects be ensured?

It is up to individual Annex I Parties to decide if and how it will allow its “legal entities” to
participate. Ifit does allow some or all legal entities to participate, it is up to that Party to
ensure, through its national system, that such entities participate in a way that is consistent
with any relevant Protocol provisions or rules adopted thereunder.

However, an Annex I Party’s national decision to allow private sector participation does not
absolve that Party of its obligations, at the governmental level, under the Protocol.

‘7. How will the benefits of a project under Article 6 be equitably shared between the

participating Parties?

The sharing of all of the various benefits of a project are a matter for negotiation between
those involved (noting the requirement under Article 6.1(a) that any project have the approval
“of the Parties mvolvcd)
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JI projects could also enhance the capacity of host countries to take national action of their
own and could create other secondary benefits in the host country, such as a reductionin™"
local pollution effects.

8. What will be the reporting criteria of a project under Article 6 to the COP/mop?

The COP/moP is authorized, under Article 6.2, to further elaborate guidelines, including for
reporting. Thus, reporting criteria could be developed, possibly taking into account the
uniform reporting format for AIJ under the pilot phase.

Reports from Parties should include, at 2 minimum, information on the project; what baseline
emissions and “‘with-project” emissions were, and how they were determined; and adequate
information to demonstrate that the project was accepted by the Parties involved.

Article 12- Clean Development Mechanism

1. What will be the criteria for ensuring a balance wherein each CDM project attains the
objective of assisting developing country Parties in achieving sustainable development in
accordance with their national priorities and strategy, and assisting developed country
Parties in achieving compliance with their commitments under Article 3?

Article 12.5 provides that emission reductions resulting from cach project activity are to be
certified on the basis of, inter alia, voluntary participation approved by each Party involved.

Thus, a host country will have the opportunity to ensure that any proposed CDM project in
which it is potentially involved respects its national priorities and strategy concerning
sustainable development.

2. How to ensure that the CDM shall be subject to the authority and guidance of the
Conference of Parties serving as the meeting of the Parties to the Protocol?

Article 12.4 expressly provides that the CDM shall be subject to the authority and guidance
of the COP/moP. ' .

The oversight role of the COP/moP will be carried out through:

— its mandate for the Executive Board;



~  its ongoing review of the operation of the Executive Board and operational entities; and 1+

— its elaboration of the governing Im_odalities and prooedures for cn#m’ng transparency,
efficiency and accountability through independent auditing and verification of project
activities.

———

-~ — its designation of operational entities.

3. How to ensure that the Executive Board of the CDM shall function under the authority
and guidance of the Conference of the Parties serving as the meeting of the Parties to the
Protocol?

¢ See the response to question 2 above.

4. What will be the constitution, Ic.haracter and fanctions of the Executive Board of the
CDM?

'« The constitution, character and functions of the Executive Board will in part depend on the
form and functions of the CDM as a whole.

It is therefore logical and practical to decide first on the functions of the various aspects of
the whole mechanism before starting to consider what functions and form the various
institutional components might have. We look forward to further discussing this important
issue with the G-77 and China, as well as other Parties.

5. How will the emission reductions of a CDM project be certified? What will be the
certification procedure, and by whom will this be accomplished?

¢ According to Article 12.5, certification of CDM projects would be based on three criteria: a)
voluntary participation approved by each Party involved; b) project activity provides real,
measurable and long-term benefits related to the mitigation of climate change; and c)
emissions reductions must be “additional to any that would occur in the absence of the
certified project activity.” Clear and transparent certification procedures for these criteria

- would nced to be developed to provide assurance that CDM investments will yield sound
cu't:ﬁed emission reductions (CERs).

e Reductions will be determined once they actually occur and will reflect the performance of
the project as measured against a set of performance measures. Reporting of CDM activities,
“both by Parties and by the operational entities, will provide additional information on
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transfers and acquisitions of certified emission reduction benefits. We have a preference for
independent and decentralized operational entities to reduce potential transaction costs.

 ——

6. How to define and quantify “part” in “...part of quantified emission limitation and
reduction commitments” in Article 12.3 (b) of the Protocol?

e Article 12.3(b) provides that Annex I Parties may use the CERs accruing from project
activities to contribute to compliance with part of their commitments under Article 3, as
determined by the COP/moP.

e Article 12.3(b) provides for a determination by the COP/moP regarding how “Partics
included in Annex I may use the certified emissions reductions accruing from such project
activities to contribute to compliance with part of their quantified emission limitation and
reduction commitments under Article 3"; however, we would not agree that the COP/moP
should seek to quantify “part of” because, for example:

- Fewer projects would be initiated and therefore direct benefits (e.g., new technology,
investment) to non-Annex I Parties would be reduced.

~ Ifthe “scale” of CDM project activities is diminished, fewer funds would be available
- for adaptation (Article 12.8) efforts in vulnerable developing countries.

— Imposing a ceiling on CDM project activities would create implementation problems
for individual Annex I Parties. For example, the closer a Party approached any such
ceiling, the greater the difficulty the Party, or a private company, would have in
assessing whether it could actually count possible CERs toward compliance with
Article 3 commitments.

7. How to ensure the responsibility and role of governments at each stage of the CDM
projects?

e Responsibility for implementing obligations under the Protocol rests with governments.

= To the extent that a Party chooses to allow its private sector to participate in the CDM, itis a
matter of national responsibility to ensure that such participation is consistent with any
Protocol provisions, or rules/guidelines adopted thereunder.

¢ Non-Annex [ governments will have a key role in determining which projects within their
borders are eligible for certification under the CDM and in determining if and how private
entities under their jurisdiction will participate in the CDM.
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» Within the framework established by the COP/moP (and Executive Board, as éppropr.nte),. h
Parties will have full discretion to dcwrmme the extent of their pamclpauon in CDM pmjacts
and resultmg CERs.

- 8. How will it be ensured that the operational entity of the CDM, Ias' designated by the COP, .'
functions under the authority of the COP, and that its governance is separate from those of
existing institutions? _

* First, the COP/moP will have the role of designating any operational entities of the CDM.

» Second, operational entities will be subject to whatever substanuve and procedural |
mleslgmdelmes govern operation of the CDM.

o Third, operational entities will be supervised by the Execuuve Board, which in turn functions
under the authority and guidance of the COP/moP.

9. How will Article 12.6 of the Protocol be l.ﬁ;plemented? What will be the criteria and
processes for the CDM for arranging due funding?

e In our view, the bulk of CDM projects will be achieved through private investment. In some
instances, Parties may participate. Investments will flow based on the availability of
quahfymg projects, the potential rate of return on investments, and the value of CERs if there
is a market.

e In those cases where funding does not exist, the CDM may assist in arranging such funding,
for example, by acting as a clearing-house and making widely known the nature of the
proposed projects for which funding is necessary.

e While a “process” may be needed to assist in arranging funding (so as, for example, to ensure
that there is no potential conflict of interest between institutions that are certifying emission
reductions and that may also be arranging financing), it is not clear that “criteria” will be
necessary, in that the CDM will not itself be providing funding.

10. How to ensurc the independent auditing and verification of CDM projects activities?

+ Ensuring indqmident auditing and verification of CDM projects is the very ol:;jective of the
modalities/procedures to be elaborated by the COP/moP under Article 12.7.



11

-12-

Auditing and verification rules need to be both robust and cost-effective, inasmuch as any -

funds spent on auditing and verification will ultimately be drawn from projects — andvnll

therefore decrease the number of projects undertaken.

To avoid conflicts of interest, entities involved in auditing and vmﬁcauon should not be ﬂae vy

same as those involved in pmject dcvclopment or pmmouon
Using existing institutions, mcludmg those already in use in the financial sector, may
substantially streamline the process, and lead to a robust system built on already proven
principles.
Muitiple operational entities may be valuable, as each may develop expertise in individual
regions or types of projects that will engender greater confidence in their results.

What will be the criteria for deciding the ba.iéline of projects?

The measurement of real, long-term mitigation benefits would require the development of

- basclines to demonstrate that projects result in actual greenhouse gas emissions that are less

than baseline (business-as-usual) emissions. An important question to ensure consistency
between similar projects, while minimizing transaction costs, is to determine the appropriate
level of detail for developing project baselines (for example, whether to use project-, sector-,
or country- benchmarks for emissions baselines). Guidelines for baseline measurement and
verification should consider how baselines may evolve in the future.

One method of establishing baselines (for example, to determine “additionality’) is by
employing a “benchmark” approach. A benchmark is a standard of performance which can
be either historical or forward-looking. This distinguishes between those activities that
generate greenhouse gas reductions in excess of baseline reductions and those that do not.
Simply put, those activities that perform better than the benchmark meet the additionality
criterion. Projects which would not be eligible under the benchmark approach, or for which
criteria had not or could not be developed, could be considered separately on a case-by-case
basis.

12. When should the benefits of CDM projects accrue to the participating developed
" country Parties? :

Regarding participation by an Annex I Party in the CDM through acquiring CERs, such
reductions would be certified as they occur from project activities (including from 2000 to
2008) and could be used during the commitment period to assist in meeting Article 3
commitments.
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13. What will be the action for non-mmpllance if a CDM project goes agllnst the CDM
criteria? .

+ This h);pothetical situation seems unlikely if a t'wo%tq: certification process is adopted:

'pmject certification to estimate mq:ected exmsnonmdncnons for apro_]ect to qualify as a CDM '” .

certification ofaprecxsemnnbaofemissnonreducnons based on actual eunsswns
monitored after commencement of the project.

o However, assuming such a case, the consequence would be that any reductions achieved from
that project could not be used by an Annex I Party to meet part of its Article 3 commitment.

14. How to define “a share of the proceeds”, and how will this share be apportioned
between administrative expenses and adaptaﬂon?

. A“shareofthepmeeds" should be a part of the CERs resulting from a project activity, be
determined in advance and be applied on a predictable basis.

o The apportionment between administrative expenses and adaptation funds cannot be
determined until the institutional and operational structure of the CDM is determined. The
lower the administrative costs, however, the greater amount of funds could be available for
adaptation.

15. How will the responsibility of a Party be ensured over the private/public entities
authorized by the Party to be involved in CDM projects?

o It will be up to the national system of an Annex I Party to ensure that any eatities it
authorizes to participate in CDM do so in 2 manner consistent with relevant Protocol
- provisions and rules/guidelines adopted thereunder.

o Responsibility for compliance with Protocol obligations ultimately rests with the Party, not
. with entities which may have been authorized nationally to participate.

16. How to ensure that CDM projects are equitably distributed so as to benefit all
developing country parties, in particular the least developed country parties, and that the



distribution of projects does not exacerbate existing regional/sub regional imbalances? e ," -
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The Secretariat should be requested to report at regular intervals to the COP/moP onthe == -7 - -
regional distribution of CDM projects. B
In addition, Parties should be encouraged to assist developing country Parties in capacity-
building and other activities to facilitate utilization of the CDM in potential host countries, =~
based on requests for such assistance from such countries. Some such activities are already
underway, but further capacity building should be encouraged as the CDM is being further
elaborated.

The CDM is a market-based mechanism, and investment decisions (particularly from the
private sector) will influence the distribution of CDM projects. Developing countries can
influence the distribution of CDM project activities by promoting an investment climate that
will encourage the development of CDM projects within their borders.

17. How will it be ensured that the financing for CDM projects shall be additional to ODA
and other international funding, additional to and separate from the financial obligations
under GEF, and additional to the financial obligation of the Parties as provided in the
Convention and the Protocol?

It is expected that the bulk of CDM financing will come from the private sector, in which
case the issue of ODA funding and financial obligations under the Framework Convention
does not arise.

Further, the establishment of the CDM would not alter in any way the funding obligations of
Annex I Parties under the Framework Convention. In the case where a Party govemment
were to participate in the CDM, it could not “double count” CDM funding as also in
implementation of its funding obligations under Article 4.3 of the Framework Convention.

18. How will the additional economic benefits, if any, of a COM project be shared
equitably between the participating Parties? '

It is not entirely clear what is meant by “additional economic benefits” in this question (a
term not found in Article 12). However, the share of benefits from project activities is
entirely a matter to be resolved through negotiations between the Parties or private entities
involved in the specific project.

19. How will the participating Parties report their CDM projects to the COP/mop?
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e Unlike in Article 6, Article 12 61‘ the Protocol does not sﬁociﬁcall)} address reporting of
: project activities or CERs resulting from individual projects.

*  The use of certified emissions reductions from CDM project activities to meet Article 3 - . .7
commitments will be reported pursuant to Article 7 of the Protocol; more detailed reporting -

requirements may be part of the modalities/procedures to be adOpted under Article 12.7, to
the extent they relate to auditing and verification.

20. What are the implications of Article 12.10 of the Protocol?

e Article 12.10 provides for the accrual of credits from 2000 to the beginning of the first
commitment period.

e The provision:

- gives an incentive to Parties and their private entities to start projects early, which
would be of benefit to both Annex I and non-Annex I countries, as well as the
atmosphere;

- proﬁdes for investments and new technologies in non-Annex I countries earlier than
during the first commitment period;

— will provide a share of proceeds from project activities that will assist vulnerable
developing country Parties to meet the costs of adaptation sooner.

» Recognizing that the modalities, procedures, and institutions necessary for the operation of
the CDM may not be operational until after the year 2000, it should be made clear that
operational entities may retroactively certify emission reductions obtained from the year
2000 resulting from a project activity begun before the CDM is operational, provided the

_ emission reductions meet any applicable criteria.

AlJ Pilot Phase

- Although a question section on the AII Pilot Phase was not included in the G-77 MISC.1/Add. 5
document, we have provided additional comments on this issue:

What are the next steps for the ALJ pilot phase?

e Parties are in the process of submitting their third report on Activitics Implemented Jointly to
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the UNFCCC. These reports will provide the foundation on whiéh the UNFCCC Smﬁdaft oo
will prepare a synthesis report for consideration at COP4 leading to a decision on the AIl
pilot phase. | - . -"_':'

To move toward a decision to continue or end the pilot phase, the féllowing steps are e
necessary: _ _ % g

- Prepare a synthesis report on pmgrws of the Al pllot phasc to include dlSGDSSIOB of
nmethodological issues, baseline calculations, potential and actual emission reductions
from projects, geographic and sectoral distribution of projects, institutional structures
established in Annex I and non-Annex I Parties, and lessons leamned;

—  Solicit comments from Parties on the Synthesis report in advance of COP4 and
. prepare a report on Party submissions;

—  Solicit comments from Parties on the Uniform Reporting Format, and prepare a rcport
for consideration;

-~ Between COP4 and COPS, a final assessment of the ALI Pilot Phase could be carried
out to summarize the experience gained. Such an assessment could be carried out by
the Secretariat based on a decision by COP4, and should include procedures for
further inputs from Parties, as well as from major groups outside Governments.

International emissions trading, Article 17

1. How will the emission rights and entitlements of developed country Parties be
determined and created for trading emissions? Will this be consistent with the principle of

equity keeping in view the historical and current respousibility of developed countries to
~ climate change and the ultimate objective of the Convention?

The question appws to contemplate some further negotiation concerning the allocations
from which IET begins. The allocations from which IET begins are the assigned amounts
reflected in the Protocol.

The assigned amounts in the Kyoto Protocol were negotiated so as to reflect enhanced

‘developed country responsibilities (in that they do not apply to developing countries) and to

reflect “equity” (in that they are differentiated in light of various equitable considerations).

If Article 3 principles of the Framework Convention are to be invoked in the context of IET,
it should be noted that Article 3.3 provides that “policies and measures to deal with climate
change should be cost-effeéctive so as to ensure global benefits at the lowest possible cost.”
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supplemental to domestic actions for the purpose of meeﬁng their quantified emimon
-limitation and reduction eommitmenu? .

. Pleasem&rtothemwergwmfoernonzmtheGmualSecuon. o

3. How to ensure that emissions trading between developed country Parties will lead
to real and verifiable limitation and reduction of GHG emissions for meeting the objecﬁve
- of the Convention, and contributing to the protection of the environment?

° leserefa-to the answer given for Question 3 in the General Section.
e In a.ddmon. |

- AccumyofmmmandrqaomngbymaxIPam“ is critical to the successful
- implementation of the Protocol’s target obligations, regardless of IET. Prompt work on
measurement and reporting guidelines is therefore of high priority.

~ IET will not have adverse environmental effects. Trading will serve to reallocate existing
assigned amounts among Annex I Parties, with the aggregate obligation of Annex I
Parties remaining constant. Much more likely is that emissions trading will greatly
contribute to environmental protection by having enabled Parties to adopt more ambitious
targets with trading than otherwise would have been the case, encouraging Partics to
ratify the Protocol, and enabling cost-effective compliance with Article 3 commitments.

- Some have expressed concem that some Parties will have “extra” emissions allowances
which should not be traded because that would permit emissions that would not otherwise
occur. Apart from the technical and administrative problems that such an approach
would entail (and the fact that the Protocol permits such trading), it is simply not true that
the trading of such allowances would lead to higher emissions than would be the case in

' the absence of trading, because a Party with “extra” emissions allowances would in any
event be allowed to “bank™ such allowances under Article 3.13 for use in a subsequent
commltmm(pmod.

4. What will be the eavironmental or economic impacts in any area due to emissions « M
trading between developed country Parties? 7 %
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. Themmunmcntalaspectsmaddressedmthcresponsetoquesuon3 above.

e From an economic point of view, IET mongAmmIcouMesshouldleadtomssnons v i
reductions where abatement costs are lowest, thus minimizing the economic impacts. [ET %%~ -
should provide the greatest global benefit by maximizing the use of limited financial =~ -7 = -

" resources. The voluntary nature of participation generally in the trading system, as well asin ---.—'-—-‘
ecach trade in particular, meﬁ'ectmsln'esﬂmuachofﬂ:cpnuc:pmtswﬂlbomdebwaoﬁ'
bmerumﬂonlychoosetomdelt‘mdmmstothundvmtagetodoso '

5. How to ensure that any emissions trading between developed country Parties fully
reflects the principle of equity between developed and developing countries?

. IBT;int'hatitbnlyreallocats assignndamoumsmddocsnotcbangemcovmuassigned 71 7]
amount of Annex I Parties, will not alter the “equity” between developed and developing ‘.
countries that was established by adopting the Kyoto Protocol.

6. How to ensure that emissions trading betﬁeen developed country Parties shall conform
‘to the principles, modalities, rules, and guidelines including any compliance procedure to
~ be defined by the COP?

* Views on this matter are contained in detail in the Non-Paper,
FCCC/SB/1998/MISC.1/Add.1/Rev.1.

‘e Once principles, modalities, etc. were adopted under Article 17, they would govern IET and
Annex [ Parties would be bound to follow them.

o To the extent that an Annex I Party chose to allow the participation of its private sector, it
would be the national responsibility of that Party to ensure that such participation was
consistent with any Article 17 rules, etc

e Apart from any compliance procedure that may ultimately become effective pursuant to
Article 18, the trading rules under Article 17 could (and should) provide appropriate
compliance-related elements, in pamcular for vmﬁcauon, reporting and accountablhty For

" example,

~ there should be linkages between the ability to trade and being in compliance with
measurement and reporting obligations under Articles 5 and 7, as well as maintaining
appropriate national recording systems;
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- there should be annual reporting on trading activity;

— there should be pubhc access:bnhty to emissions and ass:gned amount dzta,

B Omadmm:e:umv'el;r.t:u'!erlimtl'ldmgmlescoilldbetodenjforto“,s,_u“mmensmot_'army-.,_,“._i L
(and therefore its legal entitics) to transfer assigned amounts if it is found to be in breach of = ===

.u!-'!} -g--r-"

memdmgmlesandlmumlongamwmphmcemﬂtthemdmomforpmmmm@‘e ool
system. - ?; & )
*  We look forward to a full exchange of views on the principles, modalities, rulesand " .. =

guidelines for IET at COP4, as requested by decision 1/CP.3.

TOTAL P.29
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SUBJECT:  Language for Flex Mechs Decision

As discussed last night with David D., if we were ultimately to go the route
of the co-chairs’ listing of topics, as opposed to a general workplan, we would nced:

-- to add our new topics to the list of topics;
-- language in the decision protecting our position.

I think the decision language needs to protect us in at least 3 ways:

-- It needs to make clear that the list of topics is not exhaustive. (We do not want
to be precluded from raising other issues if we think it is necessary or
appropriate.) '

-- It needs to make clear that the listing of a particular topic is without prejudice to
a Party’s view that there should not be anything on that topic in the
rules/guidelines.

-- It needs to make clear that the listing of a particular topic is without prejudice to
a Party’s view that the COP (or COP/moP, as the case may be) does not have the
authority to elaborate that topic in the rules/guidelines.

The language might read:

“The topics listed in the attached Work Programme on Mechanisms have been
suggested by various Parties, The list is not exhaustive of topics that may be
raised by Parties in the course of developing decisions on the flexibility
mechanisms. The list is also without prejudice to a Party’s view that a particular
topic should not be addressed in the ultimate decision on that mechanism and/or
that a particular topic is outside the scope of the authority of the COP (or
COP/moP, as the case may be) to be addressed.”

The other strange thing I noticed about the trading portion of the Work Programme

is that it divides issues between being the subject of “rules” and “guidelines.” I do not
understand the basis for the division. Also, having something be in a “guideline” raises
compliance issues, because a guideline is not ordinarily binding. 1 wouldn’t go down this
road.
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November 3, 1998

The Honorable Rafe Pomerance

Deputy Assistant Secretary of State

Bureau of Oceans and International Environment and Scientific Affairs
U.S. Department of State

Mail Code OES/E, Room 7831

Washington, DC 20520

Dear Rafe:

It was good speaking with you recently concerning the efforts of Sri Lanka and Switzerland to
engage in additional discussions on HFC and PFC technologies and their substitutes. As we
indicated in our discussion, we believe the attempt to focus discussion on alternatives to HFC and
PFC technologies at this time runs counter to the completion of the Montreal Protocol phaseout and
could threaten the integrity of the Kyoto Protocol, particularly with respect to the comprehensive
approach and the six-gas basket.

The Montreal Protocol does not have jurisdiction over non-ozone depleting compounds such as
HFCs and PFCs. Instructing a Montreal Protocol body such as the TEAP to conduct new studies
unrelated to ozone protection would be an unwarranted expansion of its jurisdiction.

It is understood that the TEAP will soon complete its assessment of ozone protecting technologies.
A workshop that serves to communicate the results of these completed assessments would be a
positive step, but other wise these activities are more appropriately conducted under the auspices of
the Framework Convention and/or the IPCC. '

Even though the Framework Convention on Climate Change does not recognize the Montreal
Protocol covered compounds in its baseline analysis, it is scientifically established that the .
transition from CFCs to HCFCs and HFCs have significant climate change benefits. The attached
paper shows that the direct GWP contribution of these new compounds is 80% less than the CFCs
they replaced. This is before accounting for the other indirect energy efficiency gains.

The Kyoto Protocol is based on flexible market mechanisms, not command and control regimes or
product phaseouts. To accelerate assessments focusing on the HFCs and PFCs in advance of all
other Protocol activities would send a chilling signal to the private sector that has worked
cooperatively to address the stratospheric ozone depletion concerns and has pledged to work
responsibly in addressing the new concerns for global climate change.

We believe that this move may also be used by some to impose requirements on certain
technologies in order to disadvantage American industry and technological leaders.



We urge the United States to resist this effort and to respond appropriately in order to achieve the
following objectives:

* Assure that any assessment of fluorocarbon technologies should be primarily within
IPCC and the Framework Convention; and there should be no other new assessments
unless pursued as part of an overall assessment on all technologies; :

* Maintain the integrity of the “basket of gases” and the comprehensive approach;
* Reaffirm that there are no harmonized policies or measures under the Kyoto Protocol

* Facilitate communication of existing contemporary work from expert bodies in
cooperation with efforts of the subsidiary bodies to understand emissions scenarios of
developed and developing countries;

* Stress the overall climate change benefits for the transition away from CFC technologies
to the HCFC and HFC technologies.

There is ample time for structuring appropriate assessments of the fluorocarbon technologies in
conjunction with future IPCC assessment reports. Additionally, the developing country transition
is slated to occur over the next 12 years.

Attached for your consideration is a draft decision document for use in response to the Swiss
proposal during the COP-4 meeting in Buenos Aries. It would be desirable to put this issue to rest
in Buenos Aries so as not to have to be addressed at the Montreal Protocol meeting in Cairo.

Please contact me with your thoughts after you have had an opportunity to review this document.

Sincerely,

gl

Counsel to the Board

cc: The Honorable Stuart Eizenstat
Todd Stern
David Sandalow
Robert Harris



Alliance DRAFT Decisi

DRAFT decision for consideration at the Climate Convention Meeting in Buenos Aires
November 2-13.

1) Noting that HFCs and PFCs are two of the six gases in the basket of gases controlled by the
Kyoto Protocol. All six gases were incorporated in the "basket" with the other greenhouse gases
in order to allow flexibility in achieving the greatest and most cost-effective greenhouse gas
emissions reductions possible, without singling out any gas for specific measures;

2) Noting that the Kyoto Protocol does not require any particular policies and measures to control
greenhouse gas emissions, but allows Parties to flexibly reach the goals established by the
Protocol;

3) Noting that HFCs present important and critical means of accomplishing the objectives of the
Montreal Protocol, as well as reducing overall greenhouse gas emissions. In addition, use of
HFCs in refrigerant applications promotes energy efficiency, and can in many applications, a have
a net positive global warming impact by reducing carbon dioxide emission. Various analyses
indicate that HFCs reduce energy consumption in many applications, such as household
refrigerators and blown foam, offering possible countervailing climate change benefits;

4) Noting that HFCs are relatively low in toxicity and generally lack potentially serious safety
concerns associated with other refrigerants which may create risks for workers and consumers.
HFCs offer a cost effective means to meet important environmental and societal needs, and
governments and industry support their global use in applications including metered dose inhalers,
insulation, refrigeration, air conditioning, technical aerosols, and fire extinguishers. HFCs
contribute considerably less to greenhouse gas emissions than their precursors in many
applications. Therefore, HFCs not only promote energy efficiency, but also reduce total
greenhouse gas emissions compared to CFCs;

5) Noting that the Technical and Economic Assessment Panel of the Montreal Protocol and the
Technical Options Committees have studied HFCs and will report on these compounds in reports
in November 1998. This information should be provided to the subsidiary bodies of the
Framework Convention on Climate Change;

6) Noting that the Third Assessment of the Intergovernmental Panel on Climate Change is to be
completed in 2001; and noting that several pages will be devoted to HFCs; and

7) Noting that TEAP and IPCC have met to jointly suggest four (4) manners of cooperation toward
working together to evaluate HFCs. :

Therefore this decision:

1) Requests that TEAP share its already established work and conclusions on HFCs and PFCs
with the subsidiary bodies of the Framework Convention and the IPCC in its preparation of the
Third Assessment; and

2) Requests the subsidiary bodies of the Framework Convention to hold a workshop in 1999, in
conjunction with the IPCC and other experts, to discuss and share the already existing TEAP work
on HFCs and PFCs, to establish methodologies for development of HFC and PFC emissions
scenarios for developed and developing countries on a sectoral basis, and to facilitate
communication between technical experts and developed and developing countries.



The following is the text of the Sri Lanka Proposal:

[1.

The draft decision on HFCs states:

To note that the Conference of the Parties to the United Nations Framework
Convention on Climate Change has adopted the Kyoto Protocol to the Climate
Change Convention...;

To note that the Kyoto Protocol requires Parties listed in Annex I of the
Convention to ensure that their aggregate anthropogenic carbon dioxide equivalent
emissions of the greenhouse gases listed in Annex A of the Protocol do not exceed

their assigned amounts as listed in Annex B, during the first commitment period
of 2008 - 2012;

To note that the basket of greenhouse gases controlled under the Kyoto Protocol
includes HFCs, in view of their high global warming potentials;

To note that the Technology and Economic Assessment Panel has identified HFCs
as alternative substances to CFCs and some Parties have already changed over, and
others changing over to such HFC technologies:

To request the Technology and Economic Assessment Panel:

(a) To assess in consultation with the relevant scientific and technical bodies of
the Climate Change Convention, the implication of any measures to control the
emission of HFCs under the Kyoto Protocol that Parties listed in Annex B may
adopt on the implementation of the Montreal Protocol, and to report its findings;

(b)  To report on the existing and potential availability of alternatives to HFCs
and technologies, identifying those applications where suitable alternatives

are not currently available, and on the technical and economic viability of

such alternative technologies.]



United States Department of State

Bureau of Oceans and International
Environmental and Scientific Affairs

~ - - Washs . D.C. 20520
Facsimile ashington g

To: see below

Fax #:
From: Duncan Marsh, OES/EGC ﬂ%

Subject: papers from Tokyo Climate Change Ministerial

Date: 9/23/98

- Pages: ___, Including this cover sheet
[ urgent [ For Review Nl Please Comment O Please Reply
DISTRIBUTION:

Rafe Pomerance
(all OES/EGC)

David Gardiner

David Doniger

Abe Haspel
(we)

Jim Rubin

Todd Stern

David Sandalow

Jeff Seabright

Office of Global Change
2201 C Street, Room 4330
Washington, DC 20520

tel.: (202) 647-4089
fax: (202) 647-0191

dmarsh@state.gov

\f\



g

13/8/98

IDEAS FOR IMPLEMENTATION

Luiz Gylvan Meira Filho
President Brazilian Space Agency
Brasilia, Brazil

Summary: From his perspective as the Chairman of the Contact Group that negortiated the inclusion of .
the Clean Development Mechanism in the Kvoto Protocol. this auther considers the historical evolution
of the Clean Development Mechanism (CDM) and examines it in terms of the breader goals of the United

Nations Framework Convention on Climate Change (UNFCCC). He then offers specific guidelincs and
practical sieps for suceessfully implementing the CDM.

HISTORICAL EVOLUTION

The idea of promoting cooperation between industrialised and developing countries to assist the larer
grow along a "cleaner” or. 10 be more precise, a more carbon-fres path, has early becn recognised as a
"win-win" exercise. This is based on the fact that avoiding emussiensmight be less costly in countries
where the infrastructure in the greenhouse-gas-related sectors has vet to be built Jt incorpnral.r.s the notion
of technological "leap-frogging" - that development of the cn:-gy-reiaud infrastructure in devcloping
countries should oecur in such a way as 1o leap over emission-intensive steps that bave besa aken by
industrialised countries, Much has been written on these concepts, in general finding oo fault with them,
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Early atempts to translate these ideas into practice fall into two major categories, with minor and. for the
purposes of this note. negligible variations, The first js the concept of "incremental cost” adepid by the
Globel Environmental Faeility, together with the provision of thz Convantion that non-Annex | Parties
could voluntarily participate in the sffort to mitigate climate change. The incremental cost of such actions

would be covered bv Annex | Parues through the financial mechanism of the Usited Nations Framework
Cenvention on Climate Change.

The second was the experiment made with the so-called “joint impleinentation with eredit.” invelving
Aanex | and non-Annex | Parties. and the associated interim solution of “Activitics [mplemented Jointly"”
(Al)) 2nd its pilot phase. The basis tor those efforts was an extensicn of e provision of Articie 4.2 of the
Climate Change Conventions on specific commiiments by Annex [ Partius 1o reduce their net emissions in
line with the general commitments of all Parties. included 1n Article 4,1,

The successful negotiation of the Kyoto Protocol inroduced into the climate negotiations a regulatory
elemest with legally binding. quantitative emission limitations and reductions by Aancx | Partics. The
basis for this is Lbe agreement in the Climate Change Convention thar mdustrialised countries must take

R the lead in decreasing their emissions. because the present concentrations of greenhouse guses are mostly
¢, due to their actions. .

, This fransition 0 8 n:gul:uon approach in dealing with climate change nawrally brought into the spoth ght
f £ the fundamental question of haw to shure the burden of mitigaung climaie change among the countries.
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My personal view of the Climate Change Convention is that there are only two central issues to be
negotiated regarding the mitigation of climate change. The first issue is the conscnsus decision, 1o be
reviewed periodicallv. on how much the glohal emissions are to be reduced in the near future, This
decision will depend on the perceived importance of avaiding or limiting elimate change, weighed against
the pcrccivcd hurden on countries that will result from Iimiting or reducing emissions The second issue Is
apportioning this burden among countrics. within the principles agreed to in the Cenvention,

{tis in within this new framework that the implementatiop of the Clean Development Mechanism (CDM)
must be analvsed There seems to be an opportunity now to effectively change the trend of global warming

in a manner that is consistent with the Climate Change Convention and in a way that will be
advantageous o all Partics involved.

GUIDELINES FOR THE IMPLEMENTATION OF THE CDM

The following are, in my personal view, conditions that must be fulfilled as necessary conditions for te -
successful implementation of the CDM.

The govermance of the CDM, through the Executive Board. must be efficient. Therefore the Executive
Board should be relatively small, whilc maintaining the necessarv representativeness of the different
interests at stake,

The categories of projects certifiable under the CDM must, by general consensus. result in real reduction
of emissions. Sineg it is impossible to determine the baseline against which the emission reduction is to
be counted on purelv technical grounds. and there may be controversv as o whether a bascline is
:ppropriate or net. it is the “representativeness” of the Executive Board that will guarantee that the credits

for cmission reductions under the CDM will be accepred towards compliance gf the quantified emission
limitation and reduction objectives (QELROs). m oA

The selection of the subcategories of projects that will be aceepted for submission to certification and the

approval of individual prajccts must be left to individual non-Annex I countries. They can then adapt their
decisions to national development prioritiss.

For the sake of efficiencv. the actval certification of projects must be distributed among existing
institutions working under the strict guidance and supervision of the Executive Board. The feedback only
achievable through a regulatory and auditing process is an essential part of the guidance and supervision.

OTHER ACTIONS RELEVANT TO THE SUCCESS OF THE CDM

It is often said that one of the reasons the concepr of ALl never produced satisfactory results was that there
were no credits in its pilot phase. Iy my opinion. 3 similar argument applies for the CDM, Even though a
credit is clearly associated with the CDM - to the extent emission reduction cenificates will be accepted
towards a cemonstration of compliance with QELROs of Annex | Parties ~ there will be no real incentive
. far its usc until the Annex | Panies clearly establish national regulations limiting their emissions. There

will be a real incentive to acquire such emission reduction certificates oniy when Annex | governments
and/or privalc entitics'~ depending on their particular cheice of economic management tools - are faced
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with the clear alternative of: (a) reducing their emissions. or (b) paving 2 significant penslty: or (¢)
acquiring @ CDM emission reduction eeruficate. '

In other words. 1 believe that the effcetive functioning of the CDM absolutely depends en the effective
implemenwtion by Annex | Parties of national measures towards respecting their agreed emission
limitation and reduction objectives. : -

A second overall condition that must be fulfilled in order for the CDM to have success is the realisation
that there is a fundamental diffsrence between the CDM and otber so-<zlled flexibility mechanisms.

i
i
r
!
;
t The success of emussiens wading in the czse of urban pollutants is a case in point. This example is often
i cited 1o show the advantzges of the market forces in dealing with an emissions preblein. 1t is important to
} notice. howsver, that this Kipd of emissicns trading regime works because there is a limization imposed. A

limited number of emission permits are available in the market. and the only other alternarive 1o reducing
E ¢missions or purchasing crnission certificatcs is the payment of a high p=nalty for non-compliance,

In the case of the CDM. it is thus important 1o establisb strong non-compliance mechanisms. so that
Annex | Parties will be prompted cither to acquire CDM enussion reduction certificates or. if they prefer,
to cstablish national regulations that would cncourage te private sceior 10 do so. The governments would
accept those ceruficates in demonstration of compliance with the domestic limits, and use the:n. in tum.
to demonstrate interpational compliance. o P (o 4 ;
Ancther important difference betwesn the CDM'and eizher the emission permits regime or the other so-
called flexibility mechanisms.under the Kyvoto Protocol is the fact that the CDM effers no emission
entitlement or permit. Rather. Partics have an ebligation to, limit or reduce emissions. The diffcrencs may
be non-existent from a mathematcal point of view to the exwent that the differcnee between a nauonal
bascline and a limitauon or reduction objcctive is actually a ceiling. But from the point of view of
compliance with the Climate Chance Convention, the difference is essential.

Moreover. beth the cmission trading regime among Aanex | Panies and the project-based approach
allowed by the Kyoto Protocol have the same effect - that of 3 “bubble." A "bubble.” in my view, is
simply permission for QELROs compliance to be achieved jointly, rather than individually. by Annex |
Parties. a peint that was agreed upen in the Convention itsclf. Except for the formaf aspects and allocation
of responsibility for non-compliance among the participating Parties in the "Subble” schene, the qusstion
of the exchangus thar wake place among them is. in a sense. irrelevant for the objeciives of the Convention
provided that, witn the agrecment of the Panies involved. the national inventories of emigsions include
“additions and subtraction that add up to zero.

. The CDM. on the other hand is based on a completels different concept in its intermational organisatioi.
% cven though Annex | Parties will corrcetly view it as one additional flexibility mechanism.

.

;. In my opinion, the implementation of the COM should start sooner rather than late’ because of the
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aceomplish this, attention should be focused on the establishment of the Exccutive Board. the negotiation
of its terms of refercnee. and the guidelines under which it is 10 operate.

“The following are some preliminary ideas on relevant aspects of these tasks. based on a series of
discussions with Professor José Goldemberg over the first half of 1958,

The Conference of the Parties to the Convention must cstablish the Executive Board of the Clean
Developinent Mechanism - EB/CDM.

X _
The EB/CDM is to be compesed of a group of eime representatives of Parties to the Protocol. selected

on the basis of parity among the regions of the world and representing an adequate balanced of Annex
1 and non-Annex I Parties.

The EB/CDM shall follow the guidelines cstablished periodically by the COP and have the mandate
suggested below,

The EB/CDM shall be supported by the Scerewary of the Convention/Protocol. which will sct as the
Secretaniat of the CDM and-reesiveafeo-for-thesenerriees,

The EB/CDM shall meet three times a vear and report annually to the COP.

The following are suggested initial guidelines for the CDM,

The reduction of emissions obtained in specific projects to be cestified under the CDM shall be

computed against a baseline that takes into account the projestion. on a sector-by-sectar besis. of the
emissiens for cach country, :

The Intermational Standard Organisation (1SO) will be requested to cstablish the detailed
methodology for the definition of certifiable basclines and reductions und to uee its sysiem of

accreditation of eentifving organisations. for the' purposes of issuing the emissions reduction
certifieates,

Centificates of emissions reductions may be presented by non-Annex | Partics (s

e next item on the
procedure) 1o the Secretarial of the CDM. for placement in the market,

Each non-Annex 1 Party shall establish natio
amy Pamy for centification for projects in it
request be processcd and submitted by
Sccretariat (o recejve projcet proposals .

nal mechanisms to regulate the submission of requests by
§ territory. which may vary from a requirement that ach

the government itsclf 10 a general authonisation for the
and to inform the government

The 1ot credil for cach Annex | Party (hat may be obtained throu

h COM ceni
a way that their nutional emissions do net exceed the x =

ficues shall e limifed ;
1990 level plus 2.5%, NS limiled in such

The emission reduction ccr'iif'-:ue# shall state the

number of (ons of carbon to which it refers. The
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corresponding value shall be determined by market mechanisms. avoiding the concept of incremental
costs.

» The sharc of the procecds of the CDM devoxed fo adaptation projects shall not exceed three per cent
of the toual.

o  The share of the proceeds of the CDM deveted to administrative costs shall not exceed three per cent
of the toul.

The following are suggested terms of reference of the Executive Board of the CDM.

+ To accredit organisations - governmental or otherwise - to systematically offer w the highest bidder

the centificates of cmissions reductions available at the Secretariar, without prejudicc to an open
negotiation by anyone ¢lse.

+ To acsrediz, through the 1SO, organisations - governmental or otherwisc - o pre-certify the emissions
reductions as requested by non-Annex | Parties.

« To verify periodically. through accredited organisations, the corvespondence berween the pre-certified

and the realised emissions reductions, and to issuc the corresponding ceruficates of emission
reductions. :

+ To esmblish and periadically review the list of projest activities for which emission reduction
certificates may be issued. This global list should take inte account cxclusively the aspects related to
the establishment of 2 credible baseline, leaving to governments the authority to establish their own

list of eligible projects. mken from the former list, The national list will take into aceount,
additionally. the sustainabls development prioritics,

In defining baselines on a scetor-by-sector basis. the Executive Board shall consider, among other facters,

the introduction of new technologies that will ereste new basclines. The technological impacts should be
incorperated into the respeetive sectors. with a consequent review of the baselines,

lo addirion, the emission reductions to be cenified must be agreed upon by both the donor and host
governments,

. Tne key 10 the successful implementation of the CDM lies with the establishment of baselines for
tertifiable emission reductions on a sector-by=scetor basis for individual countries. It is essential thac Uus
prcess occur in such 3 manner that the emission reductions are comparable, according to the best

' awilable technical knowledge and 1o the politicul agreement of parties. through the Exceutive Boaid,

-,~ The roster of certifiable projects must be dymamic, starting with those for which tere is more cenainty

*" about the emission reductions and less controversy about their inclusion Such a list is to be progressively
%, expanded to include other types of projects as they mett the above critena.

:
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JAPANESE NON-PAPER
ON DESIGN FOR THE CLEAN DEVELOPMENT MECHANISM

1L How to Proceed with Elaboration of Modalities and Procedures for the clean
development mechanism (CDM)

1. Issues to be considered concerning the CDM can be broadly classified into the -

following categones.

(1) Substantial Issues
(a) Methodology and Process Conceming Certification and Implementation of
CDM Projects
(b) Generation, Transfer and Acquisition of Certified Emission Reductions (CERs)
(c) Use of a Share of the Proceeds from Certified Project Activities
(2) Institutional Issues

As a procedure, "Methodology and Process Conceming Certification and
Implementation of CDM Projects" and "Use of a Share of the Proceeds from Certified
Project Activities" should be considered first among these issues. It is appropriate to
consider "Institutional Issues" once the above consideration has proceeded a step further.

In conside.ring the issue "Generation, Transfer and Acquisition of CERs", attention
should be paid to the interrelations and possible linkage with the designing of the emissions
trading. |

2. Article 12.10 of the Kyoto Protocol provides that certified emission reductions obtained
from the CDM after the year 2000 can be used to assist in achieving compliance.
Therefore, the Conference of the Parties serving as the meeting of the Parties to the Kyoto
Protocol (COP/moP) should agree on modalities and procedures in accordance with Asticle
12.7 by the year 1999, or if the Protocol does not enter into force by the year 2000, the
Conference of the Parties (COP) should reach an interim agreement by the year 1999. (If
the interim agreement is agreed by the COP, it is expected that later on it will be approved
formally by COP/moP at its first session and applied retroactively.)
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I. List of Issues to be Considered and the View of the Japanese Government Regarding
Such Issues

1. Substantial Issues

(1) Methodology and Process Concerning Certification and Implementation of CDM
Projects
(a) Project Eligibility
(i) Target Projects

(i-1) Gas Coverage
CDM Projects cover six greenhouse gases listed in Annex A of the
Protocol.

(i-ii) Sinks
CDM should include sink projects.
The coverage of sink projects will be further discussed.

(i-iii) Projects commenced before the year 2000
Projects commenced before the year 2000 can be certified as CDM
projects. '

(ii) Additionality

(ii-i) How to Define the Concept of Additionality
Additionality of projects is the most important issue in establishing the
CDM system. According to Article 12.5(c), additionality refers to
"Reductions in emissions that are additional to any that would occur in
the absence of the certified project activity." Comparing the emissions in
the case when no CDM project took place (i.e. baseline emissions) with
the emissions in the case when the project was carried out (i.e. project-
based emissions), if the project-based emissions fall below the baseline
emissions, the difference can be certified as being additional. (Projects
concerning sinks can be considered in the same way. If project-based
removals by sinks exceed baseline removals by sinks, the difference
can be certified as being additional.)
Thus, the following two points are the key issues.

* How to certify baseline emissions ( or removals by sinks)

- How to verify project-based emissions ( or removals by sinks)

o



(ii-ii) Establishment of Baseline Emissions
The baseline emissions may be established using the following two
methods.

* Use of a standardized baseline for each project category
« When no standards have been developed, or when there are
circumstances which make the use of such standard baseline
inadequate, then decisions will be made on a case-by-case basis.
Standardization of a baseline for each project category would be
desirable to provide simplified administrative arrangements.
Standardized baselines may also reduce transaction costs and thus
promote the CDM. However, such standardization requires much
experience and time. A case-by-case method would be also allowed, at
least, in the meantime,
In addition, long-term projects call for further consideration of whether
baselines need to be revised after a project commences, or whether other
methods could be found. (For example, to use a dynamic baseline taking
into account future technological advances.)

(ii-iii) Monitoring, Verification and Reporting of Project-based Emissions
Project participants should be required to take responsibility for
monitoring, verification and reporting of actual emissions.

As in the case of establishing baseline emissions, standardized methods
for monitoring, verification and reporting for each project category are
preferable, but case-by-case methods should be-used when appropriate.
(i) Are Additional Guidelines Needed for Aricle 12.5(a) "Voluntary
participation approved by each Party involved"?
Since the approval of the project should be entrusted to the Parties
involved, additional guidelines for Article 12.5(a) are not necessary.
(iv) Are Criteria Neededi for Article 12.5(b) "real, measurable, and long-term
benefits"?
It is difficult to establish generalized criteria because whether a project
will produce "real, measurable, and long-term benefits" depends to a great
extent on various factors such as country, region, period of time and
surrounding environment where the project is implemented.
Thus, it is expected that any Party will judge comprehensively pursuant to

-

cach project when a Party approves.

-
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(v) Are Critena needed for Article 12.2 "to assist Parties included in Annex |
in achieving sustainable development"?
The host Party should judge for itself whether 2 CDM project is
beneficial to the achievement of sustainable development. When the host
Party determines that a project is not beneficial, it can reject the
approval of the project. Thus, there is no need for critenia.
(b) CDM Projects Participants
As indicated in Article 12.9, participation under the CDM may involve any
Party or private and/or public entities. What types of private and/or public
entities are qualified to participate is to be subject to whatever guidance may
be provided by the executive board of the CDM as indicated in the provision.
But basically, it should be entrusted to the judgement of the Party those
entities belong to.
(c) Certification Process ,
To minimize the risk of investors, a project should be certified as a CDM
project before the project commences. On the other hand, the amount of
emissions reductions cannot be made untl the projeéct is actually launched.
Considering these points, the following two-step certification process is
appropriate,
(i) Project Certification: Process Prior to Launching Projects
At the request of project participants, an operational éntity certifies a
project as a CDM project based on judging whether the applied
project is appropriate to the CDM and estimating the expected emissions
reductions. A project should be certified as a CDM project before launching
the project. However, a project commenced before the year 2000 may also be
retroactively certified as a CDM project.
Specifically, the pre-project certification process is as follows.
- Additionality
An operational entity establishes the bascline emissions
of the project and estimates project-based emissions. Additionality
is certified based on whether the estimated project-based
emissions fall below baseline emissions.
* "Voluntary participation approved by each Party involved" and "real,
measurable, and long-term benefits related to the mitigation of climate

change"



i

-

An operational entity confirms whether participating
Parties approve the project and whether these Parties
recognize the project will generate these benefits.
(1) Reductions Certification: Process After Launching the Project
An operational entity certifies emissions reductions by comparing
the project-based reductions obtained from the results of actual
monitoring, verification and reporting with the baseline emissions
established during the project certification process.
(d) Definition of Article 12.6
Activities expected under Article 12.6 are to make a match berween investors

and project participants and so forth.

(2) Generation, Transfer and Acquisition of CERs

(a) Generation Process of CERs: Are CERs generated simply through

certification of reductions by an operational entity or is some kind of additional

procedure necessary afterwards?

(b) Owners of CERs: To whom and how much do the generated CERs belong?
CERs are shared by the project participants (i.e. Parties or private and/or
public entities). The allocation of CERs among multiple project
participants is decided by consent of the participants themselves.

(¢) How are CERs Transferred and Acquired?

(i) Characteristics of CERs: Fungibility of Assigned Amount Units (AAUs)
of Emissions Trading and Emissions Reduction Units (ERUs) of Joint
Implementation

(ii) Tracking of CERs

(3) Use of a Share of the Proceeds from Certified Project Activities

(a) Process for Determining a Share of the Proceeds
A share of the proceeds should be determined based on the generated amount
of CERs and not the amount of investment to CDM projects.
To promote the CDM, it is appropriate to set a share of the proceeds
at a comparatively modest level. If it is set at a high level, the number of
CDM projects will decrease, thus the financial contributions to support
developing country Parties will also decrease.

(b) Allocation of a Share of the Proceeds Between “CoVering Administrative

« 5=
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Costs" and "Assisting Developing Country Parties"
Options include the following.
To entrust the determination of the total amount of a share of
the proceeds and the allocation to the decision of the COP/moP
(Based on the assumption that a project participant can select an
operational entity from among more than one designated
operational entities) Only the part of a share of the proceeds for
assisting developing country Parties could be decided by the
COP/moP. The part of a share of the proceeds for covenng
administrative costs could be decided by an operational entity itself.
" (c) Definition of "to assist developing country Parties that are particularly
vulnerable to the adverse effects of climate change to meet the cost of
adaptation"
The framework to assist developing country Parties by using a share of the
proceeds should be studied among others with the view to
implementing assistance efficiently and minimizing administrative

expenses.
2. Institutional Issues

(1) Executive Board
(a) The Number of Board Members and Structure of the Executive Board
(b) Secretanat of the Executive Board '
(c) Frequency of Executive Board Meetings
(d) Budget of the Executive Board
(¢) The Role of the Executive Board: Definition of Supervision of the CDM
(Article 12.4 of the Kyoto Pmtbcol)

(2) Strucrure and Role of Operational Entities
(a) Designation of Operational Entities by COP/moP
Are Guidelines needed for Designating Operational Entities ?
The Number of Operational Entities
Newly Established Entities or Existing Entities ?
Private Entities, Public Entities or International Organization ?
(b) Role of Operational Entities: Other than Certification

.



(3) Who conducts to “assist in arranging funding of certified project activities as

necessary" (Article 12.8)

(4) Who conducts "o assist developing country Parties that are particularly
vulnerable to the adverse effects of climate change to meet the cost of
adaptation" (Article 12.8) (COP/moP or executive board or operational entity (or
entities) or should it be entrusted the Global Environment Facility (GEF)?
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Japanese Non-Paper on Guidelines for the Implementation of Projects
under Article 6 of the Kyoto Protocol

With regard to Article 6 of the Kyoto Protocol, the elaboration of guidelines by the
Conference of the Parties serving as the meeting of the Parties to the Protocol (COP/moP),
is not necessarily prerequisite for the implementation of projects whereas Article 12
requires to elaborate, because

(1) Article 6 already provides elaborate enough guidelines to proceed the projects inder
Article 6. -

(2) Article 6.2 specifies that "The Conference of the Parties serving as the meeting of the
Parties to this Protocol may, at its first session or as soon as practicable thereafter,
further elaborate guidelines for the implementation of this Article, including for
verification and reporting."

Nevertheless, in order to ensure smooth implementation of projects under Article 6,
it would be helpful to lay down guidelines for clarifying or complementing the content of
Article 6. Therefore, the Govemment of Japan proposes the "ELEMENTS TO BE
INCLUDED IN GUIDELINES FOR THE IMPLEMENTATION OF PROJECTS UNDER
ARTICLE 6." in the ANNEX.

1. Guiding Factors
(1) Efficiency and Simplicity

Guidelines for the implementation of projects under Article 6 should be simple.
Projects under Article 6 could contribute to 'mitigating climate change through the
cost-effective and efficient reduction of emissions by sources and enhancement of removals
by sinks of greenhouse gases. To this end, the system should be easy to apply and
minimize transaction costs.
(2) Transparency

The participating Parties should ensure transparency of the system by reporting

~necessary information to the COP/moP and making it public so that the system is efficient

and equitable.

2. Key Issues
(1) Methodologies for Estimating Emission Reduction Units
Article 6 cnables transfers and acquisitions of emission reduction units (ERUs)

only among Annex [ Parties, and, as a result, the combined total assigned amount for



Annex [ Parties remains unchanged. With each transfer and acquisition of ERUs, an
increase of an assigned amount for one Party means a decrease of an assigned amount for
another Phrty. It follows that participating Parties are expected to determine the amount of
ERUs to the appropriate level through consultation among them to protect their respective
interests . Therefore calculation of ERUs could be left to the decision of the participating
Parties,

Therefore, common and obligatory rules concerning methodologies for calculating
ERUs, including those for establishing a baseline are considered unnecessary.

It is needless to say that the participating Parties could agree to refer to
methodologies for CDM once they are elaborated by the COP/moP in accordance with
Article 12.7. |
(2) Supplementarity

To set a quantified ceiling for transfers and acquisitions of ERUs not only impedes
the efficiency of the system, but also discourages domestic actions of a Party where a
project site is located, and who carries out the project under Article 6 as its own domestic
action, and reduces the extent to which the host Party could address the environmental
protection. Therefore, the ceiling may not assist in the realization of the purposes of the

Protocol.
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(ANNEX)

ELEMENTS TO BE INCLUDED IN GUIDELINES
FOR THE IMPLEMENTATION OF PROJECTS UNDER ARTICLE 6

1. Conditions for Implementation of Projects under Article 6

Any Party included in Annex I or legal entities authorized by that Party to
participate may implement a project under Article 6. However, any Party that is not in
compliance with its obligations under Articles 5 and 7 or that does not have a national
recording system provided in section 8 below cannot acquire emission reduction units
(ERUs). Any legal entity of such Parties cannot acquire them, either. (Article 6.1(c))

2. Requirements for Projects Under Article 6

Projects that satisfy the following requirements may generate ERUs as defined in
Article 6;
a) The purpose of the project is to reduce anthropogenic emissions by sources or to
enhance anthropogenic removals by sinks of greenhouse gases in any sector of the
economy (Chapeau of Article 6); _
b) The project shall have the approval of the Parties involved(Article 6.1(a));
c) The project shall provide a reduction in emissions by sources or an enhancement of
removals by sinks of greenhouse gases, that is additional to any that would otherwise occur
(Article 6.1(b)). .
3. Projects Providing a Reduction in Emissions by Sources

Projects providing a reduction in emissions by sources which start before the
beginning of the first commitment period may be eligible for those under Article 6.

4, Projects Providing an Enhancement of Removals by Sinks

Projects providing an enhancement of removals by sinks which enhance removals
by sinks of the greenhouse gases, as defined under Article 3.3 or as added in accordance
with Article 3.4, may be eligible for those under Article 6, provided that they take place
after the year 1990.

5. Verification of Additionality and Generation of Emission Reduction Units
a) Parties involved or legal entities authorized by those Parties to participate shall decide
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by mutual consent the level of "any that would otherwise occur" as defined in Article
6.1(b), i.e. the amount of baseline emissions by sources or baseline removals by sinks.

b) Parties involved or legal entities authorized by those Parties to participate shall
establish by mutual consent the methodologies for estimating the amount of emissions by
sources or removals by sinks resulting from a project.

c) The difference between the amount of the baseline emissions by sources or baseline
removals by sinks as defined in section 5. a) above and the amount of the emissions by
sources or removals by sinks estimated and verified by methodologies provided in: section
S. b) above constitutes the additional reduction in emissions by sources or the additional
enhancement of removals by sinks as defined in Article 6.1(b).

d) Parties involved or legal entities authorized by those Parties to participate may
designate by mutual consent all or a part of the additional emissions reductions by sources
or the additional removals by sinks provided in section 5. c) above, as emission reduction
units,

e) A Party involved where a project site is located (a host Party) has to put serial numbers
on emission reduction units generated.

f) Emission reduction units are subtracted from the assigned amount of a host Party, and
added to the assigned amount of the other Party involved in which the project site is not
located (a guest Party).

¢) Emission reduction units shall be expressed in CO2 equivalent units. The minimum
unit is 1 ton, The GWPs used for calculating the CO2 equivalent units are those based on
the effects of the greenhouse gases over 100-year time horizon, and is fixed during a

L]

commitment period.

6. Reporting

a) Each .Party shall submit to the secretariat an annual report explaining i)outline of the
projects implemented by that Party or legal entities authorized by that Party to participate,
ii)how to establish the baseline emissions or removals, iii)methodologies for estimation and
verification, iv)estimated and verified amount of the additional reduction in emissions or

~ the additional enhancement of removals, v)amount of emission reduction units generated

and vi)amount of emission reduction units transferred or acquired.

b) The secretariat has to make the above report public.

7. Emission Reduction Unit Transfer and Acquisition
a) Emission reduction units can be transferred to third Partics.

b) If a question of implementation by a Party included in Annex | of the requirements



referred to in Asticle 6 is identified in accordance with the relevant provisions of Article 8,
transfers and acquisitions of emission reduction units may continue to be made after the
question has been identified, provided that any such units may not be used by a Party to
meet its commitments under Article 3 until any issue of compliance is resolved.(Article
6.4)

8. National Recording System

The national recording system is a system of Annex [ Parties for recording
information necessary for the implementation of Article 6, such as the information related
to generation, transfer, acquisition and possession of emission reduction units of the Party,
and/or its legal entities.
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“THOUGHTS IN PROGRESS" ON THE CDM

Michael Zammit Cutajar, UNFCCC, Tokyo, 17.10.98

1

First, a “development” mechanism, then a “clean” mechanism (offering certified
emission reductions (CERs) + contribution to ultimate objective of the Convention)

Financial rationale: to generate - through the incentive of CERs - substantial new
private investment in sustainable development projects in non-Annex I Parties.

Public money - e.g. ODA, GEF - is scarce, insufficient to absorb the potential supply
of CERs, and should not be diverted from existing uses to CDM. But it can contribute
to the facilitation of private investment in CDM projects: project development, pump-
priming, match-making (assistance in “arranging funding" - Art. 12.6), capacity
building, etc.

Clear and simple rules of the game are needed to make CDM attractive for private
investors and keep costs down. In view of the year 2000 start up (Art.12.10), basic
rules should be set by COP §, to provide reassurance to investors seeking to obtain
early credits.

Basic rules:

What categories of activities are eligible (subject to approval by host Party)?
How to measure emission reductions from these activities?

What criteria for accrediting certifiers, verifiers, and auditors?

How much to levy for adaptation assistance? For administration?

and linkages:

% to emissions trading
. to compliance accounting (NB. “part of”)

Of the basic rules, only the methodology for measurement of emission reductions is
technically complex, on account of the baseline question. Current institutional
initiatives on CDM (by IEA/UNEP, UNCTAD/UNEP, UNIDO, UNFCCC ...) aim to
work out methods; ALJ experience can contribute. CDM should start with best
available methods; refinements will follow through “learning by doing”.

The other rules are political and procedural and could be agreed upon without
extensive technical ground work. An early decision on project eligibility, preferably
at COP 4, would give precious guidance to investors.

Linkages to the CDM should be built into the respective systems for trading and
compliance.

Governance = setting the rules and monitoring their implementation. This will be the
responsibility of COP/MOP, drawing on recommendations of Executive Board (EB)



and delegating tasks to it. A representative, effective, professional and small EB
(“Board of Directors”) should be set up within the UNFCCC framework. It will need
strong technical support from its secretariat.

CDM governance must be rigorous. But CDM operations should be flexible.
Operations may be divided into two categories: finance (investment, project
development, etc. - see item 2 above) and accounting (certification, verification,
auditing ...). Both should be open to competent private and public entities that are
prepared to offer their services competitively. (E.g. multilateral financial institutions
could operate in the financial category, together with private banks and investors; UN
bodies could compete as certifiers with private accounting firms, surveyors etc.)

Two operating rules will help to maintain the credibility of the CDM:

. There should be no institutional monopoly in either category of operations.

° T here should be “firewalls” between different types of activities, to avert
conflicts of interest (e.g. project promoters seeking CERs should not
authenticate the latter).

Funding for adaptation assistance may be contracted out to existing entities that can
fulfil the necessary methodological and operational functions.

TOTAL P.20
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