
are clearly "additiunal`° and subsequently, with the knowledge gained in the initial phase, expanding

the calegories of èli,iblC pro.lects.

• Rules ensuring that the C D-M not only assist; indusu'iaiized counn-ics in achieving compliance but also
mects the othcr purposcs of the CDN1: helping developin2 countrics achieve sustainable development
and assistin^§ them in connributinL, to the ul;im^ae objective of the Convention. These objectives of the
CDM sug°cst that nou-sustainaDle technologies and projects that lock developing countries into
patterns of high emissions should not be used to produce CL•Rç.

• Rules cnsuring that the mcthods for calculatin, .II cinission rcduction units are rigorous and credible.

Because nations are p-rrnitted to scll 1rIZU> when out of contpliancc with reporting requirements,

rieorous rt:les for r RU creation are essential tù ,^uard a,aitlst nations '-end-runnlna" restrictions on

emissions trading thar will jlruoSr certaink exist \+,hcn a nation is out of compliance with reporting

requi:ementS.

• Rules for the sharing of liabilit) between buycrs and sellcrs that ensure that emissions trading does not
reduce the environmertal ef*cc! iveness of the l:yoto Protocol. Rules must avoid the risk that cash
strapped nations or nations witl^ pool- domcstic monitoring systems will oversell their emission rigbts.
The international system is likci^ to react too slowly to effectively restrict overselling. And the nations
most likcly to ov^rsell (Pussia and the Ukraine) are unlikely to have the economic wherewithal to
remedy non-corr:piiane^: tllrouçh rrtlding. f hus. it appears that the only way to ensure trading does not
reduce the Protùco!'5 cllcc;ivene,s is tlirou^h joint buyerlti: ller responsibility approach to emissions

trading.

• Early action to develop systenî mccl:auics lik^: rcporting and verification regimes is necessary to lay
the groundwork li)r the smoutll and environ:l:entally effective operation of emissions trading. Unless

reporting and verif Ication is ri.^_nrous Ctnissinns trading will allow increases in overall emissions.

Neccssary improven-cnts includc improvec! ;tarrdards for national repotting to ensure quality

information and dcal consi;t,ntl\: N+ith pro!iIc:r.s o`.tncortainty. ucchnical verification of inventories,

use ofindqendent aLlClas and p(oC's)°-` lilr ll.i?iMininE ttssessnirnt with reporting obligations.

• Rules to effect the "suupl^mcn;^rit^ rcquireaienrs. Although only Articles 6 and 17 speeifiealiy deal
with supplt^mentarity. in ordcr fo:' the Kvoto N:-ouocul to provide an effective incentive for new
technologies and slti:w in cner_y production and cunswnptiOn Patterns, it is essential that ail flexibility
mechanisms be suuplemcntM TO domcstic action and that domestic action accounts for a significant
majority of all etni,siun reductions requ'irec: to :neer the Kyoto commitments.

• Canada should also explore iimuvitrve wa^> to breik the impasse betwcen the developing and
developed world. Considrnitiuil should be ^iver. to a small fee on 31 and emissiontrading transactions
that could be used to fund cinacit^ )uildinp nnc mitigation in the developing world. This would also
belp ensure that all Kyoto nirchanisms are comncurlç on a more l^vel playing field for investment

dollars from industrializcd counn'i,:,.

Environmcntal 11roups will Want to be acriv;:l^ invoivcd in the developnient of Canada's positions on these
issues and will encottras^: Canada to pl.-IVa leading rol.: in ensurittg that the Kyoto mechanisms do not
simply bccouie `loophulcs' that «caken the tm':rnnmcntal integrity of the Protocol.

It is also important for Canada to he an acti^-e pal-,Icihar,t in discussions related to the creation of a
compliance rc, ime under the Kyotri Protoc0l. Witilou* a mraningfitl compliance regime, therc is no
guarantee that the environmcntai objectives of the Protocol will be nict or that the Kyoto mechanisms will
make a constructive cwtirihutiur, to thosc obi2ctlv.:,. A:cordingly. we hope that Canada will make a
submission to the UNFCCC secrutariat hy Mi:rch I.! 099 expressing its views on compliance-relatcd

matters.

A number of proposal.^ have been made for mcth^^nism_ that would facilitate compliance during the

commitment period and allow Parties to avoid non-contplianec during a true-up penod However, if parties
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