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REPORTING TELEX OF THE SUBSIDIARY BODY MEETINGS ON CLIMATE
- CHANGE, MAY 31st - JUNE 11ﬂl 1999, BONN

- SUMMARY: The 10™ Meeting of the Subsidiary Bodies, held in Bonn from May 31 to June 11,
1999, featured modest progress on all key issues of concemn to Canada. The first week of the meeting

was characterized by slow progress on the Kyoto Mechanisms, due to the need for extensive
coordination within the Group of 77 and China (G-77), as well as some disruption due to several
“bomb threats”. However, mid-way through the second week, the G-77 consultations bore fruit. While
there was little substantive discussion, the joint meeting of the subsidiary bodies was at least able to go
through a “first read” of the synthesis report on the Kyoto Mechanisms, and the chair was mandated to
draft a second synthesis report which would be the basis of negotiations at the next session of the
subsidiary bodies, to be held back-to-back with CoPS5, at the end of October, 1999. The fact that the
G-77 succeeded in submitting views on CDM, JI and IET and that they participated in initial
discussions on the synthesis, demonstrates a growing interest on their part in the opportunities afforded
by the mechanisms. From the point of view of the Annex I Parties, despite slow progress, the fact that
all three mechanisms were addressed was a positive signal for moving forward and making parallel

- progress on the three mechanisms. As expected, the EU, presented their proposal on supplementarity,
and made some references to it in the context of the deliberations on the mechanisms. However, the EU
did not actively engage in dcbate on this issue at this session and the proposal did not affect the course
of negotlatxons :

2. Limited progress was also achieved on other key issues. Momentum on land use and land-use
change and forestry issues (LULUCF) was also successfully maintained with the focus on a workplan
and activities leading up to CoP6. It was agreed that AOSIS and OPEC concerns on impacts and
compensation (Article 4.8 and 4.9) would be addressed at a workshop in September. Similarly on
technology transfer, work progressed with agreement to address the issue at regional workshops over
the next year. Compliance discussions revolved primarily around the design and scope of the
compliance regime and possible penalties or consequences, and will continue through the Joint Working
Group on Compliance. Issues on revision of guidelines for non-Annex I National Communications
remain largely unresolved, the G-77 continuing to insist that technical difficulties and financial constraints
make revision difficult at this time, while Annex 1 Parties, led primarily by the EU, insisted that such a

- revision was necessary by CoP6. Concerns were also expressed at the small number of submissions
on national communications received from non-Annex I Parties. Good progress was made in revising
inventory guidelines for Annex I Communications, while guidelines on other issues, covering policies
and measures, projections, financial and technology transfer, made very little headway. On budget

' matters, agreement was reached on a 18.4% increase for 2000-2001 biennium. This represents an
increase of only 11.0% in terms of assessments, as 7.4% of the increase will be financed from a one-
time drawdown on the sizeable carry-over from previous years.

3. Progress on other key issues and next steps are outlined below. In addition, a more detailed
analysis of negotiating dynamics and views is available in a separate Annex for the reference of

Canadian delegation members.




4. CLEAN DEVELOPMENT MECHANISM: After three canceled sessions on Kyoto
Mechanisms, developing countries agreed to begin discussions on June 8, with the CDM addressed as
a priority. G-77 spent several days developing a position paper on CDM. Divergent views amongst the
G-77 members made it quite difficult for the Group to pull together a common position, with Saudi
Arabia in particular playing an obstructionist role in G-77 internal negotiations. The paper focuses on
principles and cross cutting issues like supplementanty, but is short on technical guidance, such as
estimation of addltlonahty criteria. One of the more difficult internal issues involves the use of proceeds
from CDM for adaptation assistance. With respect to CDM, G-77 stressed the following: 1) itis a
priority, 2)need to discuss the principles first, 3) second synthesis report needs to follow the Buenos
Aries Action Plan, 4) support for project by project approach for baselines, and 5) determination of
sustainable development aspect of a project should be left to host countries. Germany, on behalf of the
EU stressed the need for an early determination of the “part of” commitments that can be met through

CDM.

5. The Umbrella Group continued its work on advancing the draft decision text on the CDM. This
 text basically puts the UG views (already submitted to the UNFCCC in April 99) in the legal format.
. Most of the discussion in Bonn focused on streamlining and lending clarity to the document. Some
further work is required before the document is submitted to meet the July 31,1999 deadline. -

6. A number of developing countries took the floor on capacity building, with some (such as the
Philippines) highlighting the concern that too many workshops on the mechanisms were taking place
which were not being sufficiently managed and coordinated by the secretariat. Others, in particular the
Aftica Group, noted the workshops were extremely useful and called for more such events. The EU
highlighted the need for better coordmatlon and the need to avoid duplication. Switzerland prefers a
bottom up approach to capacity bulldmg and suggested that project ideas should be host country
driven. The secretariat will draft a revised paper on the subject for consideration at the next sessxon

7. EMISSIONS TRADING: Most noteworthy was the submission by the G-77, dunng the Bonn
sessions, of its initial views on emissions trading. While many of the specific views promoted in the G-
77 submission are at variance with Umbrella Group positions, overall it is of a relatively moderate tone.

- For example, China’s previously submitted views that explicitly excluded the role of entities and .

-~ fungibility between the mechanisms is not to be found in their submission. Prominent themes in the

. submission mclude the need to ensure that emissions trading will not work to perpetuate existing

. inequities between developed and developmg countries; that it does not signify the bestowal or creation
of any right, title or entitlements to the atmosphere; that it is contingent on satisfaction of prescribed
domestic effort in fulfillment of commitments under Article 3; and the need to ensure a transparent and
credible reporting system. . , - .



8. JOINT IMPLEMENTATION: As was the case with the CDM and ET, most of the discussion
on JI focused on proposed modification to the Chairman’s paper entitled Synthesis of Proposal by

. Parties on principles, modalities, rules and guidelines. The G-77 did submit a short paper on JI,
which simply noted areas of concern that needed to be addressed for a decision on JI to occur. It is

* clear that both the EU and the G-77 favor relatlvely similar guidelines for all project activities, whether
‘ under Artlcle 6 or Article 12.

9. ACT IVITIES IMPLEMENTED JOINTLY: According to previous CoP decisions, the AIJ
Pilot Phase needs to be reviewed in 1999 and decision on its conclusion needs to be taken prior to the
end of the decade. To address the pilot phase review, there were three issues on the table: the timing
of the review process, the framework for the review, and the timing for the conclusion of the pilot

* phase. G- 77 and China would like to extend the AlJ Pilot Phase because it brings investment without
any credits. On the other hand, Annex! countries would like to see AlJ pilot phase concluded as per
the CoP1 and CoP4 decisions so that there is no delay in getting agreements on Joint implementation
and CDM (which include credits). The Subsidiary Bodies asked the secretariat to prepare a synthesis

~ report based on submissions from the Parties that would start the review process at the next session of
the Subsidiary Bodies, with a view to making recommendations to CoP 5 on the next steps.

"10. LAND-USE, LAND-USE CHANGE AND FORESTRY: The Conference of the Parties had

requested the SBSTA to consider, at its tenth session, the requirements necessary to fulfil the provisions
- of the first sentence of Article 3.4 of the Kyoto Protocol and to consider a list of policy and procedural
issues associated with Articles 3.3 and 3.4.

11. In the contact group on land-use, land-use change and forestry (LULUCF) discussions were
mainly process related, and focused on the preparation of a work plan and associated events leading up
to CoP 6. Combined efforts by the Umbrella Group countries facilitated the reaching of conclusions
related to LULUCEF at this negotiating session, despite the fact that Brazil, speaking for the G-77,
continually refused to engage in any meaningful discussions. Given the heated discussions at previous
negotiating sessions. The conclusions adopted by the SBSTA met most of our expectations coming
mto Bonn

12. Divergent pomts of view were very clear. The EU disagrees with the position of Canada, and the
Umbrella Group that the elaboration of guidelines and discussions on policy and procedural issues must
take place prior to submitting data on additional activities. The G-77, believe that no discussions on

- additional activities should occur until after the completion of the IPCC Special Report.

13. Atthe last SBSTA session, under Other Matters, New Zealand introduced the issue of harvested
wood products and who (exporters or importers) should be accountable for the carbon count in those
products. This had been an issue for consideration in earlier SBSTAs, however the issue had fallen off
- the agenda in more recent sessions. NZ suggested that the issue be added to the SBSTA agenda at its
next session in October. The EU and Japan (as importers of harvested wood products) strongly
resisted. However, once it was apparent that the Chair agreed with NZ that the issue should be
addressed by the SBSTA, Canada supported the NZ initiative, suggesting that the next meeting



consider the issue, with a focus on a future work program. The Chair and Parties agreed. -

14. Specifically, the conclusions adopted by SBSTA allow for the continuation of a parallel process
for moving forward as agreed to in Buenos Aires at CoP4, and ensure that discussions on sinks will
continue while the IPCC prepares their Special Report. This is important because the Special Report
will not deal with the policy decisions and criteria ta be used for adding additional activities. Of note in
the draft conclusions are: Parties are requested to provide submissions on additional policy or
procedural issues and a framework for decision making by August 16, 1999, for discussion at SBSTA
11; the IPCC is invited to provide an in-depth progress report on the Special Report and a special side
event at SBSTA 11; the SBSTA decided to further consider at its eleventh session the process and
timing for the analysis of the information provided by the IPCC special report and the process for
developing its work program on LULUCF; the SBSTA will reconsider the issue of harvested wood
products at SBSTA 11; the secretariat is requested to organize a workshop to analyze the IPCC SR,
between SBSTA 12 and CoP6; Parties are requested to provide guidance on the scope of this
workshop by 1 February 2000; and the IPCC is invited to develop a work plan to address .
methodological issues raised in the SR in the context of the IPCC 1996 Revised Inventory Guidelines.

15. EMISSIONS RESULTING FROM FUEL USED FOR INTERNATIONAL
TRANSPORTATION: The Chair of SBSTA and an informal group prepared draft conclusions for
the bunker fuel issue. Of note durmg the discussions and reflected in the conclusions is the exclusion of
any references to the questions of allocation of emissions, future targets, or the Kyoto Protocol. The
SBSTA adopted the conclusions and noted the following: Data on emissions from mtematlonal bunker
fuels provided by Annex I Parties are often incomplete and inconsistent; further methodologlcal work is
needed to ensure consistent and transparent inventories, including the development and use of

~ consistent definitions and good practice gmdance of the IPCC; and the International Marme
Organization (IMO) and ICAO were requested to make avallable their data and expcrtlse on the issue
and were invited to inform the SBSTA of their work plans on this issue and to provide regular progress
reports to SBSTA.

16. The SBSTA deaded to continue to e]aborate on the inclusion of emissions based on fuel sold to -

ships or aircraft engaged in international transport in the overall greenhouse gas inventories of Parties

- and to consider the [PCC Special Report on Aviation and the Global Atmosphere, at its eleventh
session. Parties are to provide comments by August 16, 1999 on an informal paper “ Methods used to

_ collect data and to estimate and report emissions from international bunker fuels” made available
to Parties by the secretariat during the session. The secretariat was requested to revise the paper based
on Parties comments. L

17. ANNEX I NATIONAL COMMUNICATIONS Part I: Annual Inventory Reportlng
Guidelines and Common Reporting Framework SBSTA adopted new inventory reporting .

gmdelmcs at the tenth session. The new guidelines will strengthen existing requirements to provide
inventory information in a transparent manner, and provide a common structure for countries to submit
information consmtently The date for submlttmg inventories will not change from Apnl 15 of the second
year subsequent to the year being reported. : :



18. Inventory submissions will now consist of a National Inventory Report that includes a Common
Reporting Framework. This report will be provided annually to the CoP. It will provide a record of

- greenhouse gas inventory data and associated information from the 1990 base year to the year being
reported and include full documentation of the methods and assumptions used in generating inventory
estimates. Countries will supply background calculations as well as information on references,
uncertainties, and QA/QC procedures. Complete documentation of changes in methodologies are
required, as well as recalculations of emission trends if methodologies change. The Common Reporting
Framework (CRF) provides a consistent structure for electronic reporting of inventory information. It
consists of over 40 tables that provide summary information, sectoral level detail, and background data.

19. Given the significance of the changes in the inventory guidelines, Parties agreed to a two-year trial

period, followed by a formal review of the guidelines, In addition, given the volume and complexity of

the tables agreed to at this meeting, Parties will have the opportunity to provide the secretariat with
technical comments on the CRF tables by July 15, 1999.

20. PartII: Guidelines for National Communications, Policies and Measures and Related
Issues: Work continued to elaborate guidelines for use by Annex I Parties for their National

i+ - Communications. Due to extended work on Part I (inventories), contact group meetings on Part II did

~ not produce a completed draft text. Instead, a working document that specifically indicates

' unresolved issues (including outstanding issues and specific comments by Parties) will provide the basis
- for continuity and further work at SBSTA 11. The group proposed to shorten the name of Part II to

~ read “UNFCCC reporting guidelines on national reports,”. Discussions on Part II were characterized

by extensive debate between those Annex I Parties seeking tighter language and broader scope
(European Union and Switzerland) and those seeking more flexibility to reflect national circumstances,
data availability and reporting feasibility (USA, Australia, New Zealand, Norway, Canada, etc.). The
issue of the mandatory language of “shall” (European Union) versus the non-mandatory of “should”
(USA, Australia, New Zealand, Norway, Canada, etc.) remains unresolved. This status is reflected in

the working document and will be addressed at SBSTA 11. A group of ENGOs made a concerted

~statement in the contact group to the effect that mandatory language was necessary to ensure the

" integrity of the Convention and Protocol. There remain strong concerns that the guidelines will not be

ready for decision by CoP5. A strong editorial hand is needed in the Secretariat, to prepare a draft

revised paper with much clearer definitions of what will be expected of Annex I Parties in the third set

' of National Communications. Overall, despite a number of unsettled issues, progress to date on the

-~ document reflects Canada’s objective to retain flexibility in the development of these guldehnes and
avoid an EU push for greater international pohey co-ordmauon

'21.  Review Process Related to Greenhouse Gas Inventories: SBSTA adopted draft
conclusions for the technical review process related to greenhouse gas inventories of Annex I Parties.
The technical review process will contain the following elements: Annual initial checks, Annual synthesis
- and assessment, and Individual reviews. In addition, the SBI prepared a preliminary document
specifying elements of a draft decision on a technical review process for greenhouse gas inventories of
Annex I Parties. The enhanced review process will contain elements that were previously discussed at
a SBSTA Workshop on Inventories and summarized in 2 SBSTA document prepared by the



secretariat, (FCCC/SBSTA/1999/3) and that are supported by Canada.

22. The SBI decided to consider draft guidelines, that will enhance and improve the current review
process, (which only occurs as part of a periodic in-depth review of National Communications) at its
eleventh session, and requested the secretariat to prepare draft guidelines for technical reviews and
invited Parties to submit their views to the secretariat by October 1, 1999. In addition, the SBI
requested the secretariat to develop a work plan, including operational requirements, for the period
2000-2002, for consideration at the eleventh session of SBI. ,

23. NON ANNEX I NATIONAL COMMUNICATIONS: SBSTA/SBI 10 addressed issues

~ related to the process of consideration of initial national communications and the timing of second
national communications, with a view of reaching a decision at CoP5. A large part of the early

discussions focused on the nature and scope of the review of enabling activities of the GEF and its

implementing agencies. The G-77, and the EU both tabled draft decision texts. The texts, varying

significantly in terms of objectives and emphasis, left the Co-Chairs with very little room to manoeuver

in order for them to generate a consensus position.

24. The G-77 draft decision text argued that, in light of the very small number of submissions made to
date, it is premature to review guidelines, and the present guidelines for initial national communications
should remain valid. The G-77 highlighted the importance of recognizing the technical difficulties and
financial restraints faced by developing countries in submitting their national communications and the
need for enhancing capacity-building. In this regard, they proposed the notion of a non-Annex I Group
of Experts which would be composed primarily of non-Annex I experts, and viewed it as the best -
vehicle to address many of their concerns. Its role would be to assess the availability of financial .

- resources and technical support, identify gaps and act as forum to exchange experiences and -
information. It was also proposed that the group would make its recommendations and conclusxons
available to the CoP/SBs.

25. The EU, on the other hand, took a position aimed at laying out a clear process for consideration
- of national communications. This would entail compilation and synthesis of initial submissions by the
secretariat, technical assessments of the submissions using country visits, resulting in the revision of
- guidelines for second national communications by CoP6. They saw the present mechanisms as -
~ appropriate to address G-77’s concemns and would prefer the continued engagement of the secretariat
-.in the process. They emphasized that the current initiative of the secretariat together with GEF and its
implementing agencies to organize workshops and expert group meetings under the National -
Communication Support Programme (NSCP) was an important one and could be complemented with
country visits by experts nominated by Parties as a basis for the revision of guidelines. The EU proposal
- also included a suggestion for the IPCC Inventory Task Force to develop a work plan to prepare a
- comprehensive database on emission factors, by region and technology, and proposing that the -
secretariat should develop a paper on regional pI'lOI'lthS for the research and development of emission

.. factors.



26. The Co-Chairs, as a result of the significant divergence in the texts, decided to solicit further views
and comments from Parties by July 15, 1999, and prepare a framework for comparing elements of the
draft decisions for consideration and a decision at CoP5. Canada supported this outcome and further
develop its views on the issue. Draft decisions on review of GEF’s enabling activities and the issues
related to the provision of financial and technical support will also be discussed further at CoP5.

27. COMPLIANCE: Views on issues related to compliance under the Kyoto Protocol were
‘exchanged during “consultations on compliance” held prior to and during five Joint Working Group on
Compliance (JWG) sessions. Interventions in the JWG remained at a very general level, based upon
Parties’ March 1 submissions on compliance. The G-77 initially stressed that they had not had time to
develop positions. However, in the third session, South Africa, on behalf of the G-77, tabled a paper

on initial positions. Canada was active in the JWG, and also took advantage of informal opportunities to
explore the views of Umbrella Group delegations as well as of EU delegations and some G-77
delegations (AOSIS, South Africa). '

- 28. On compliance related elements in the Kyoto Protocol and identification of any gaps,
interventions noted that compliance-related elements included the Protocol’s substantive rules,
provisions outlining procedural elements of a compliance system, and consequences to non-compliance.
* Several Umbrella Group delegations noted that few gaps were left with respect to substantive rules.
The importance of tracking / information sharing between different groups working on compliance
related elements was also underlined. ©

*29.. On the design of the compliance system and questions relating to consequences, Canada, Japan
and New Zealand stressed the importance of preventive and facilitative approaches to promoting
compliance. Other delegations (including the US, the EU and the G-77), while in agreement that
prevention and facilitation were important, emphasized that the Protocol compliance system would also
need to have enforcement features, including penalties. There was a range of views as to whether
compliance procedures should proceed in a graduated manner or whether consequences to non-
compliance with target related commitments should be predetermined and automatic. There was also a
range of views on whether the compliance system should cover all commitments comprehensively (EU,

" AOSIS) or whether separate (“hard” and “soft””) tracks may be needed for target related commitments
and other commitments (US).

~30. Parties are invited to make further submissions on compliance, addressing a list of “Questions
related to a compliance system under the Kyoto Protocol” contained in an annex to the work
programme, by August 1,1999, on which the Co-Chairs will prepare an updated synthesis of Parties’

* proposals. Two intersessional events will take place to facilitate the full participation of all Parties in
discussions on compliance issues. An informal workshop to exchange views, and information related to
experience in other conventions, will be organized by the Co-Chairs of the JWG in early October.
Canada’s offer of financial support to enable the participation of developing countries in this event
helped break down the G-77’s block position. Financial support will also be made available by the EC
and some of its member states. A further workshop will take place between the 11 and 12® sessions

of SBI/SBSTA.



31. LEGAL STATUS OF DECISIONS: A very constructive discussion took place within the
Umbrella Group on the question of the legal status of decisions of the CoP or CoP/MoP through which
rules and guidelines are adopted under the Kyoto Protocol or the Convention. Canada explained its
_concerns regarding the extent to which legally binding rules can be adopted through decisions of
CoP/MoP. In view of Umbrella Group consensus about policy imperatives at this stage in the
negotiations, Canada did not raise its legal concerns (detailed in a paper circulated within the Umbrella
Group) at Bonn. Canada obtained agreement among Umbrella Group colleagues that the underlying
legal issue requires close attention with a view to finding a satisfactory solution at an appropriate time in

the future.

32. ADMINISTRATIVE AND FINANCIAL MATTERS: Despite an unprecedented proposed
budget increase for the secretariat (50%) and lengthy discussions, SBI 10 was successful in adopting a
budget for recommendation to CoP5. After a difficult start, it soon became evident that there was no
support amongst parties for the sizeable increase proposed by the secretariat and a contact group was
formed to bring the budget back to an acceptable level. The budget proposal eventually adopted by -
SB 10 for the 2000-2001 biennium involves a total of US $25.286 millions, an increase of 18.4% over
the last biennium. However, since 7.4% will be funded from the a combination of host government
contribution and access to significant carry-over funds, this represents a net increase of only 10.7%.
The secretariat was also successful in securing a sizable increase for its staff contingent, which will now
stretch to 81 persons, including 53 professionals. Japan registered serious concern about this, and what
it viewed as an incorrect use of the carry-over, but did not block consensus.

33. Coming into the budget discussions, Canada was prepared to agree to a modest increase, and as
such, the budget adopted is acceptable to Canada. Canada’s second concern, that of a lack of clear
financial accountability and transparency in the decision-making process of the UNFCCC took root at
SB-10 in the form of mounting demands from all sides to form a budget committee. This suggestion will
likely be raised by many parties at the next session of the SB around CoP5. The general consensus
seems to be that the secretariat remains well-equipped to service the needs of the Buenos Aires Action
Plan, in a facilitating/coordinating role, rather than the active implementation role which was implied in
the proposed 50% budget increase. Despite the controversial proposed budget increase, the secretariat
continues to enjoy a high degree of confidence from the parties on financial and administrative matters,

a sentiment which Canada shares. v .

34. CoP-5 BUREAU: Shortly after the start of the sessions, Candel was informed of need to select

regional representatives for bureau for CoP5 and the following year. Canada assumed the role of -

. WEOG coordinator (Drake/DFAIT) and over the two weeks of the sessions, several meetings and

_ extensive consultations were undertaken to form up bureau choices - three bureau members per region
-were proposed. From the Canadian/Umbrella Group standpoint, prospects for the CoP5 bureau are

mixed at best but one positive development was the proposal of Umbrella Group member Harald

Dovland of Norway as SBSTA chair.

35. THE INTERGOVERNMENTAL MEETING PROCESS: The SBI considered items which
addressed issues related to the intergovernmental process, the calendar of future meetings and the



arrangements for CoP5 and CoP6. The negotiations on the issues of CoP6 dates and the nature of the
High Level Segment (HLS) for CoP5 were dealt with in Contact Group. Contact Group discussions

"+ were protracted and polarized between Annex I countries led by Canada, the EU and the U.S. and the

- G-77 (Saudi Arabia, China and Venezuela).

* On the issue of the CoPS5 agenda, the SBI requested that the Executive Secretary take into account the

*- views of Parties when submitting the provisional agenda for adoption by the parties at CoP5.

Significant debate took place on the timing and the nature of the HLS. The Chair of the Contact Group
proposed a synthesis text, which was accepted, which saw the HI!S begin on Tuesday afternoon

- (November 2™) with brief policy statements and then continued on Wednesday and Thursday a.m. with

an exchange of views among Ministers. Canada’s wish to innovate and have a more interactive session
was met, although we remain concerned that the proposed dates for the HLS of CoP5 do not leave
enough time for substantive incorporation of Ministerial direction in the negotiations following the HLS.

36. - The Netherlands offered to host Co 6 in the Hague but dates remain unresolved. The G-77

support the October/November 2000 period and underlined the provisions of Article 7(4) of the

Convention which refers to annual conferences of the parties. Other parties including the US expressed

the view that the workload necessary to implement the Buenos Aires Plan of Action may require more

time and that a spring 2001 date may be more appropriate. While not focusing on a specific date,

Canada expressed concern about the workload before us. It was recommended to return to the issue
again at CoPS5.

37. . In terms of other issues, agreement was reached to consider at CoP5 measures to improve the
intergovernmental process including the issue of transparency in the process which was raised by
Switzerland at the end of CoP4 and dates for a calendar of meetings were adopted for the period
2001-2003 with the 2001 dates to be revisited following a decision on the dates for CoP6.

38. IMPLEMENTATION OF ARTICLE 4, PARAGRAPHS 8 AND 9 OF THE
CONVENTION: The SBI and SBSTA considered terms of reference for an expert workshop
pursuant to Decision 5/CP.4. The terms of reference, based on a proposal by the Vice-Chairman of
SBI, were developed in a very constructive spirit through a Friends of the Chair group. Canada’s:
objective of maintaining a distinction between the adaptation and compensation elements of Article 4.8
and of maintaining a focus on the need for future analytical work were met in the final terms of
reference, which focused on the identification of factors that will help determine the adverse effects of
climate change and the impacts of implementation of response measures, as well as, identification of
information available, information gaps and views on methodologxes The four 4) day workshop will
take place in September 1999. o -

- 39, DEVELOPMENT AND TRANSFER OF TECHNOLOGIES: The “consultative process”
on the development and transfer of technologies continued its work, with the Friends of the Chair
(including Jean Cooper, NRCan) holding its first meeting at SBSTA 10. It was agreed that the
consultative process should be extended from CoP5 to CoP6, in order to hold three regional
workshops over the next 12 months (Tanzania, Africa; Latin America / Caribbean; and Asia / Pacific



Islands) and better assess the views of a broad group of Parties. Thus far, the intention to provide
some form of financial or in-kind support for these workshops was expressed by Australia, Canada,
Germany, Japan, Netherlands and the USA. In securing the opportunity for private sector participation,
Canada was successful in furthering its objective of promoting an enabling environment and is secking

to identify Canadian companies for involvement. To this end, Canada continued its involvement in other

technology initiatives and events such as the Climate Technology Initiative, where Canada is also in
promoting the participation of Canadian companies. F ollowing a request by China, further submissions
in response to Decision 4/CP.4 were requested for November 1, 1999 in order to extend the
opportunity for non-Annex 1 countries to express their views. The results of the consultative process
will be provided to SBSTA 12 with a view to recommending a decision at CoP6. The IPCC reported
on the status of the forthcoming Special Report on Methodological and Technological Issues in
Technology Transfer, due for release in June 2000. ~ , : _

40. RESEARCH AND SYSTEMATIC OBSERVATION: Several delegations made
interventions emphasising the importance of systematic observations in addressing the climate change
issue, and noting with regret the continuing decline in monitoring networks. A small contact group co-
chaired by Australia and Uganda met on three occasions to draft conclusions for the Chairman of
SBSTA. The discussions were very constructive and involved an almost equal number of participants
from developed and developing countries. The conclusions encouraged the agencies involved in the
Climate Agenda and the GCOS Secretariat to develop plans for regional implementation workshops
and to report to SBSTA at its 11™ session. The conclusions also noted the importance of research.
Parties have been invited to provide suggestions on how research and systematic observations should
be reported in national communications. ' : :

41. EDUCATION, TRAINING AND PUBLIC AWARENESS: Article 6 of the Convention .
outlines the obligations of Parties with regard to national public education and outreach programs as
well as international activities concerned with education and public awareness of climate change, its
effects and adequate responses. Due to the fact that only three submissions were made on the topic (by
the EU, Uzbekistan and Switzerland), the Chair decided not to put forward proposals on how to
integrate Article 6 into the work programme of SBSTA, as was requested at SBSTA 8. Parties are
invited to submit further proposals to the secretariat by 15 October, 1999, to serve as a basis for
discussion at SBSTA 12. The reporting of Article 6 activities was included in the discussions
concerning the Annex I National Communications Guidelines and the discrepancy over the use of
mandatory language (should vs. shall). ~ L

42. MEETING OF FRANCOPHONE COUNTRIES: Asin past sessions, a meeting of
Francophone countries was held in margins of SBSTA/SBI. The meeting was chaired by Canada
(DFAIT/Drake), in deference to Canada’s role as host of the upcoming sommet de la Francophonie,
with Central African republic as co-chair. . The meeting was well attended by delegates from most of
the 20 or more Francophone countries represented at the SBSTA/SBI sessions. African delegates -
were particularly pleased at the action-oriented stance which Canada brought to the meeting. Some of
the highlights of the meeting follow: _ = =



a) Morocco indicated that it would host a meeting of Francophone countries focusing on planning for
projects under the CDM. This very practical and timely initiative would take place in January or
February, 2000 and would be similar to the Francophone workshop held in Abidjan earlier this year.
Candel indicated it would contribute support in some form, based on a small amount of funding
anticipated from CCAF for Francophone activities; b) the UNDP (a surprise observer in the meeting)
volunteered to host a meeting of Francophone countries on the preparation of national
communications; ¢) Senegal (Bakary Kante) suggested that use could be made of the Francophone
summit in Moncton to stress the importance of climate change issues for Francophone countries and
draw attention to the role that the community of Francophone countries has to play in the negotiations.

The meeting concluded with agreement that there shou@ree meetings of Francophone countries
associated with CoP5. The first would be a preparatory session to take place in Paris immediately
before the CoP which would be billed as an “exchange of information”, but whose purpose would be to
bring many of the developing country delegates up to speed on key issues (France has offered to host,
and Candel expressed interest in working with French in preparing and contributing to the meeting). In
addition there would be two other meetings during the course of the two weeks of the SBSTSA-SBI-
CoP sessions, essentially one each week, the second of which could be at Ministerial level, as was the
case at CoP4.

43. Canadian delegation to Bonn included:

Yaprak BaltacioglW/ ENVCDA (Co-Head of Delegation)

David Drake/DFAIT (Co-Head of Delegation) ,

Tana Lowen Stratton/DFAIT (Delegation Secretary)

AGRIC- Alrick Huebener, Brian McConkey

CIDA- Cam Carruthers

DFAIT- Sushma Gera, Jutta Brunnee, Satender Singh, Alain Richer
ENVCDA- Dr. John Stone, Wayne Moore, John Drexhage, Art Jaques, Pascale Collas, Elizabeth
Rohr -

FIN- Jean-Francois Tremblay

IC- Pierre Ricard-Desjardins

NRCAN- Jean Cooper, Dave Boulter, Paul Samson, Eric Landry
QUE- Conrad Anctil (Provincial Observer)

BCNI- John Dillon (Industry Observer)

CEA- Pierre Guimond (Industry Observer)

SIERRA CLUB OF CANADA- John Bennett (NGO Observer)
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Kyoto Mechanisms

Of key interest to most developed countries are the Kyoto Méchanisms (international
emissions trading, joint implementation and the Clean Development Mechanism). In the days
leading up to the Bonn meeting of the subsidiary bodies, the EU had finally come to an internal
. agreement on a proposal on the so-called ““concrete ceiling”, which would place an upper limit
on the use which parties could make of the Kyoto mechanisms. Entering Bonn, this had
seemed certain to strain relations between the EU and the Umbrella Group of countries
(including Canada). In fact, the US claimed such a proposal would re-open the Kyoto
Protocol and the Canadian delegation also lamented the unfortunate timing ofthe EU move.
The EU scenario would restrict both buyers and sellers of credits and the complex formula had
many delegations running the numbers under a variety of scenarios. A timely International
Energy Agency (IEA) preliminary analysis of the EU proposal informed EU members and other
countriesthat the German inspired EU proposal was seriously flawed and unworkable. When
the EU proposal was formally submitted to the subsidiary body, however, the German
delegate, speaking on behalfofthe EU signaled that they might not take ahard line on theissue
of the cap. The EU ceiling was not mentioned in subsequent discussions.

Based on submissions from various partiesthe Secretariat prepared for this session a synthesis
of proposals for the three mechanisms. The text was long and complex, containing a variety
of alternative proposals on virtually every paragraph, many of which are inconsistent. But thus
began the painful and slow process of whittling down the text to something that mightlead
eventually to a brokered deal. The objective atthis session was tore-order the document (by
moving paragraphs around based on converging and diverging points of view) and this was
accomplished without entering into significant debate on the substantive issues for each of the
mechanisms. The final decision calls for the Secretariat to assist in preparing “arevised and
consolidated synthesis of proposals identified by sources” for consideration at the next session.
The document is one stepaway from being a negotiating text and could be the output from
Cop-5. - : _ ~

Compliance and Enforcement

Delegates for the first time began to grapple with the serious issue of the means of ensuring
compliance with the Kyoto Protocol. A Joint Working Group on Complianceheld sessions
but beyond general calls fora*‘strong and effective compliance regime”, there was little early
evidence of what Parties had in mind or how they might approach the issue. Key issuesinclude
who has the responsibility to determine non-compliance and against what criteria, whethera
single compliance regime would apply to all aspects of the Kyoto Protocol (including the
mechanisms) and the potential penalties for non-compliance (ranging from publicapprobation,
loss of rights under the Protocol, financial penalties and trade sanctions). By Friday afternoon,



it was clear that a useful set of next steps on compliance would be agreed and a workshop
would be held in October to continue the discussion of the characteristics ofa compliance

regime.

Transfer of Teclmologhies

The decision on this topic made progfess in addressing the central issue of the terms of
transfer, who will bear the costs and by what means the transfer will be facilitated and carried
out. The decision also establishes that there will be regional workshops before CoP-5 and the
Government of Canada is particularly keen to have Canadian industry participateinthe African
regional workshop to beheld in August in Tanzania. The objective is to outline practical
experience gained by industry when delivering projects in Africa. The example of Hydro
Québec work on the electricity gridin Senegal is given as an experience countries could leam
from when planning projects in Africa.

Sinks

Thesinks issue continued to be an ongoing item of considerable discussion and complexity.
With the main issue being the IPCC’s special report on sink methodologies —which will only
beready for consideration at the meeting of the subsidiary bodies next June - discussions
continued around the margins and nota lot of: progress was evident. Itappeared that a number
of Parties, including Brazil speaking onbehalfofthe G-77 Group, did not want to discuss sinks
until the IPCC special report is delivered. Moreover, with Germany and France leading the
EU position decisions were consistently slowed. Germany and France have apparently
decided they will never make use of sinks and fear others who will use sinks will gain a
competitive advantage. : :

The Protocol obligation that needs to be addressedis the first sentence in Article 3.4 of the
Protocol that establishes Parties included in Annex 1 of the Convention shall provide datato
establishits level of carbon stocks in 1990 and to enable an estimate to be made of its changes
in carbon stocks in subsequent years. Some Parties were simply saying “lets see the data and
wewill talk later”. In thelast few days of the meeting, however, the EUrelented and this led
to a middle ground position.

Other Matters

Many observers at the sessions noted subtle hints coming from the US that could mean a
changein the US positiononthe Kyoto Protocol maybein the offing. For example, various
members of the US delegation were saying that the US agreed to a 7% reduction as their target
based on having an array of flexibility mechanisms and the ability to fully use them. That the US
could be considering shifting somewhat reflects perhaps the realization that IET at the end of
negotiations may not beas flexible and unencumbered by rules as the US may have wished
when it agreed to the target i inKyoto. Also, members of the US delegation had only one
Congressmnal staff member attendmg the meetings andbecause of this could have been more
candid than usual about how difficult the target would be to reachif anything less that full
ﬂexiblhty was agreed Also, thereis a highrate of change intheUS and EUdelegatlons to the
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point where the members of the US delegation were encouraged to get to know their opposite
numbers. This was described as "hug a EU delegate day".

Conclusions

Asalwaysin United Nations negotiations the complex geo-political dynamics are as important
astheissuesthemselves. Relations between the EU and the rest of the OECD continue to ebb
back and forth. While theissue of the cap on flexibility mechanisms has not been as explosive
as some had predicted, it is clear that on key issues EU interests are \'/ery different from those
ofits traditional allies in the developed world. And while they do their best to present a united
front, EU members are not monolithic in interest nor in style. Evidence of this canbe found in
- their failure to agree on a EU-wide carbon tax and the very difficult negotiations they had in
trying to find a common position on the “concrete ceiling”. With the pragmatic Finns taking
over the chair of the EU next month, it will be interesting to see how this will affect EU
negotiating positions in the run-up to COP-5.

Gaps within the G-77 group of developing countries are more evident than ever. The old guard
(China, India, Philippines) together with OPEC seem content to delay and block substantive
progress onmost issues. The countries of Africaand Latin Americaon the other hand do feel
they have something to gain from this agenda (in particular the prospects of new investments
through the CDM) and increasingly disassociate themselves from the hard line tactics of others.
Francophone countries, especially in Africa, have developed an affinity for Canadaand this
seems to translate into a keener interest in CDM investments and a willingness to be supportive
and cooperative on the flexibility mechanisms.

John Dillon
Business Council on National Issues

Pierre A. Guimond
Canadian Electricity Association
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I. -Introduction

This was the first such meeting attended by this reporter which was

further complicated by the need to leave early because'of other pressing
matters in Canada. However, the six days of meetings in Bonn did reveal some
concerns and opportunities.

II, Sinks

Canada is a strong supporter of sinks, in advance of the Special Report of the
IPCC, and its hope to include changes in agricultural practice as a legitimate
carbon sequestration activity, though possibly scientifically valid, is a
concern. The apparent push to use sinks rather than emission reduction to
reach the Kyoto target could result in greater difficulty obtaining the
agreement of the G77 countries. Pressing to utilize sinks in North America
appears to be viewed by the G77 as an alternative to the flexibility
mechanisms and could therefore help Annex 1 Countries avoiding investing in
developing countries. It was obvious to this observer G77 countries are
determined to ensure assistance for and investment in developing countries by
Annex 1 countries. This may be a non-science based approach, but it is the
obvious reality of the present negotiations.

In the long run it is more important to ensure the involvement of all
countries in the convention - so outcome will result in significantly lower
emissions and the vast expansion of sinks - than it is to find inexpensive
means of reaching the Kyoto target. This may require Canada and United States
to delay the use of sinks until the needs of the G77 countries are met.
Emphasizing sinks now may represent a potential saving for Canada in the
present, but will only be useful if in the end the entire international
community participates in emission reductions.

III. AIJ

The failure of the international community to ensure an even distribution of
AlJ projects around the world i.e. concentrating in Eastern Europe and Latin
America (Cost Rica) has resulted in a growing suspicion on the part of
African countries. Statements by the G77, during the discussions of the
review of AIJ, made it clear that some countries believe discrimination was
involved and are concerned that the flexibility mechanisms will not result
in investment in Africa. Efforts should be made to identify and develop
projects for African countries in order to ensure their continuing
involvement in the negotiations and ultimate participation in the convention.

Iv. Opportunities

During the UNEP-World Business Council presentation the progress of the
Peruvian government in determining its potential emission reductions was



discussed. Peru has identified 13 different areas where it could make
significant emission and economic improvements. The one project mentioned
was the replacement of industrial boilers. Canadian officials should
investigate the possibility of assisting Peru in developing its projects.
Participating in these projects could lead to positive economic benefits to
Canada as well as emission reductions.

A private discussion with the Cook Islands Delegation revealed the hope of

this Pacific state to find funding and technical assistance to construct

four 100-200 kilowatt solar plants on four of it's islands. The project would -
also allow the people of the Cook Islands to virtually eliminate the use of
diesel fuel to meet their electrical needs. Assisting the Cook Islands would
bring positive attention to Canada and would undoubtedly qualify as a Clean
Development Mechanism Project. Involvement in a such a project by the

fledgling Canadian Solar Industry would provide a vast amount of experience
that could be applied in Canada down the road.

I urge‘the gbvernment of Canada to purse both these opportunities.

V. Delegation

Members of the Canadian Delegation were very supportive and helpful to this
reporter and could be seen working hard. throughout the meetings and in the

hall ways.

By John Bennett
Sierria Club of Canada
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- Statement to the tenth sessions
of the
Subsndxa:y Body for Scientific and Technologxcal Advice (SB STA)
‘ andthe
Sub81d1ary Body for Implementatron (SBI)

: 31 May 1999 e
Michael Zammit Cutajar
Executive,Secretary, UNFCCC

Thank you for the opportunity to share a few thoughts w1th you at the begmnmg of these

 sessions. They have to do with the work of both subsidiary bodies and I have obtained the

indulgence of their Chairmen to speak just this once at this first opportunity. I would like you to-
consider that I am addressing a Jomt meeting of the two bodies and propose that this statement be
. s0. recorded in thexr reports :

My remarks will address two topics. The first is the current and future work programme
and the second is COP 5 and its possible outcomes .

A " Work programme

Let me ﬁrst apologize for the late avaxlabrhty in print of many documents prepared by the -
secretariat. We shall seek to do better in preparing documents for the next round of meetings in
October and November. - In particular, we shall launch work on documents immediately after the
close of the current sessions and seek to put off until the summer holidays the drop i in creatxve
. tension that mevrtably follows our mvolvement in a major mtergovemmental event

" One addmonal cause of delay this time around arose from our planned work on )
documents being to a large extent displaced by the work that we had to devote to organizing the
technical workshops mandated by COP 4. These workshops posed a new organizational ;
challenge to the secretariat and were more difficult to deliver than we had expected. We were -

. caught between the need to issue invitations and make other arrangements as early as possible
and the lack of funds in the bank that would give credibility to those axrangements We found
that we had to devote considerable energy to keeping participation within limits, i.e. to.keeping -
people out, whereas we usually work to bring people in. We also sought to to provide remote
access through video-conferencing and reports via the Internet. -

, The secretariat wxll, no doubt, make progress in developing a routine for organizing such
events and may even be able to attract the necessary supplementary funding well in advance.

- BN.99-54



However, it would be illusory to unagme that workshops could become a regular feature of our
work programme without displacing other secretariat activities or without additional secretariat.

staff dedicated to them. Thxs isa pornt to be pursued in consrdenng the programme budget i in the
SBL )

- Another SBI agenda item, that on arrangements for mtergovemmental meetmgs provrdes
an opportunity to evaluate the use of workshops within the context of an assessment of the whole
intergovernmental process. There is a clear need to achieve a more rational distribution of the . °
entire workload over time and to ensure that all individual initiatives on different topics fit within -

~ afeasible plan While more money can help to deliver more outputs, time remains a real

constraint, in particular for delegates. One thought worth considering is that workshops could be.

used not only as an inter-sessional addition to the intergovernmental process but also as an
in-session substitute. Would it have been productive, for example, to limit the current sessions to
‘one week - the second week - preceded by a week of workshops? This could be a cost-effectxve

_ approach to be explored in ﬁrture ~

, Meanwhrle looking ahead to the penod leadmg to COP 5 afew words of cautlon are =
necessaxy regarding workshop plans:. . -

. The only mandated workshop that is ﬁrmly in the secretariat’s srghts in thrs penod is that
on “adverse effects” (Article 4.8 and 4.9), due to be held in September. We also have in
mind the possibility of organizing a round of hrgh-level consultatlons mcludmg Ministers,

‘before COP 5; -

- Other workshops are in various stages of planning. For example the Chairman of -
SBSTA has been working hard to advance preparations for the consultative process on
transfer of technology. Such plans, however, are subject to the followmg caveats:

- Any new workshop to be orgamzed by the secretanat before COP 5 needs to be
fully funded by 30 June; -

- No new workshop should be scheduled in 1solat10n, smce there isa nsk of
: congest.ron, partxoularly in September :

3 I shall ask the COP 4 Bureau, whrch is to meet on 8 June to review the overall schedule
- leading into COP 5 and trust that, in the meantime, any new plans for workshops and other such

-events will be consxdered as tentative.

B.- COP 5 outcomes
Consultatlons undertaken since COP 4 have started to give some shape to a scenario for
COP 5, including a “preparatory week” of subsidiary body meetings from 25 to 30 October.and a
-high-level segment on 1 and 2 November. The organizational scenario for COP S5, including the
~ formal start of COP 5 on 1 November, is to be firmed up by the SBI; the main outstandmg
~ question appears to be whether or not to establish a Committee of the Whole. It is also important

2




- -that delegatw inboth bodles focus on substantxve questions and seek to 1dent1fy possible - -
politically-significant outcomes of this year’s conference. It is on COP 6 that the Buenos Aires
Plan of Action has focussed attention, : as a deadline for a number of important decisions.
Nevertheless, COP 5-can be a stepping stone, an occasxon to produce some outcomes that wxll
build political momcntum and confidence. ‘

Allow me to suggest three topics on which such outcomes could be sought.

First, COP 5 could make progress in mobilizing support for strengthening and

maintaining national capacities in developing country Parties, as well as in Annex I Parties with - -
‘economies in transition. Capacity-building was the main overriding theme of COP 4.
The follow up through the Convention process and through the work of cooperating .
orgamzatxons must produce practical results. For its part, the secretariat has been working with a’
number of organizations in the UN family with a view to promoting coherence in their responses

. to the needs of the Parties in this area and mobilizing additional funding for their climate change

- -, activities. We also welcome the’ begmmngs of a strategic response by the GEF to :
capacity-building needs.

A second useful outcome of COP 5 would be a decision on the consideration of initial
national communications from non-Annex I Parties. The preparation of national '
communications is a significant commitment of developing countries, one for which they need
sustained support. It confirms the inclusion of climate change in their national priorities for
sustajnable development. These communications offer an opportumty for developing country
Parties to pin-point the support they would welcome in carrying forward their national climate
change programmes. They also provide a means for developing countries to obtain recognition
for contributions that they are making towards the objective of the Convention. We know, .

- for example, that some developmg countries have made great strides in reducing the “emissions’
' : intensity” of their economic growth, even without ‘being bound by legal commitments to do so.
Such success stories can be brought to light and ngen political credit through an effective and
open process of communication and consxderanon one that is not threatening or intrusive but
constructive and supportive.

- Third, and last of my examples, a decision on the closure of the ALJ pilot phase by the end
of the decade - however that may be defined - could be taken at COP 5 in such a way as to ensure
a productive transition to the project-based mechanisms envisaged in Articles 6 and 12 of the
Kyoto Protocol. I am not suggesting that work on AlJ projects should be brought to a shuddering
halt - rather that a process should be set up that will ensure that the results of that work are not.
lost and that the winding-down of AL 'will not inhibit the eventual start-up of the CDM. I '
~ believe such an advance could be achieved at COP 5 thhout dxsaggregatmg the mechamsms
‘ ackage to which many delegations are attached.

While the focus over the next two weeks will be on COP 5, COP 6 is not far off. 1hope
that we will know by the end of these sessions where and when COP 6 will take place. :
That aside, I urge you to consider what inputs will be needed on your part and on the part of the
secretariat to bring COP 6 to a successful conclusion and what decisions to this end may need to




be taken by COP 5 Thereisa need to look not only at the resources of the secretanat but also at
the frequency and type of intergovernmental meetings in the period between COP 5 and COP 6, .
‘the role of workshops and other inforinal events, and the i integration of different outputsintoa .

. -coherent whole, as envisaged in decision 8/CP.4. Many would agree that “business as usual™ .
will not suffice to complete all the tasks expected at COP6. 1 hope that delegations are ready to -

_ mnovate ‘The secretanat is ready to. explore new optxons with you ‘

*****
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I. OPENING OF THE SESSION
(Agendaitem 1)

1.  The tenth session of the Subsidiary Body for Scientific and Technological Advice (SBSTA)
was held at the Hotel Maritim, Bonn, from 31 May to 11 June 1999.

2. The Chairman of the SBSTA, Mr. Kok Kee Chow (Malaysia), opened the session on

31 May 1999. He welcomed all delegates and observers to the tenth session of the SBSTA. The
Chairman noted that this was the first session of the SBSTA since the Buenos Aires Plan of Action
(decision 1/CP.4) had been adopted by the Conference of the Parties at its fourth session (COP 4),
sixth months earlier. He recalled that the Plan of Action had outlined a series of work programmes
aimed both at renewing efforts to implement the Convention and at preparing for the effective future
implementation of the Kyoto Protocol. The goals set out in the Plan of Action were ambitious, and
Parties would need to work in a determined and focussed manner to meet the challenges ahead. The
Chairman highlighted the important role which would be played by the SBSTA in this endeavour, by
undertaking in-depth technical and methodological work. The Chairman expressed hope that the
technical workshops and informal meetings which had taken place in the inter-sessional period would
help advance deliberations at the tenth session. He urged all Parties to strive to demonstrate substantia
progress on each element of the Buenos Aires Plan of Action in a spirit of constructive cooperation.
The Chairman concluded by extending a special welcome to the officers of the SBSTA Bureau: Mr.
Lambert Gnapelet (Central Aﬁman Repubhc) Vlce-Chalrman and Mr 'Andrej Kranjc (Slovenia),

Rapporteur.

3. ' Also at the 1* meeting, on 31 May, a statement was made by the Executive Secretary,
addressed to both the SBSTA and the Subsidiary Body for Implementation (SBI). He apologized for
the late availability in print of many documents prepared by the secretariat for the session, and
undertook to ensure more timely document preparation in the future. The delay had been partly due to
the increased workload resulting from the organization of inter-sessional technical workshops mandate
by COP 4. The Executive Secretary remarked that an opportunity to assess the role of workshops,
including their budgetary implications, would arise in the context of discussions on arrangements for
intergovernmental meetings in the SBI. Looking ahead, the Executive Secretary highlighted what he
saw as potential politically significant outcomes of COP 5 that would build momentum for success at
COP 6, namely, mobilizing support for capamty—bulldmg and taking decisions on the consideration of
initial national communications from non-Annex I Parties and on the pilot phase of activities

implemented jointly.

4, At the joint meeting of the SBSTA and the SBI, held on 1 June, general statements were made
by representatives of five Parties, including one speaking on behalf of the African Group, one speaking
on behalf of the Alliance of Small Island States, one speaking on behalf of the European Commumty
and its member States and one speaking on behalf of the Group of 77 and China.
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II. ORGANIZATIONAL MATTERS
(Agenda item 2)

A. Adoption of the agenda
(Agenda item 2 (a)) e

5. At its 1% meeting, on 31 May, the SBSTA considered the provisional agenda contained in
document FCCC/SBSTA/1999/1.

6. The Chairman noted that, following consultations with the Bureau of COP 4, the provisional
agenda did not include items on: the impact of single projects on emissions in the commitment period;
and the scientific and methodological aspects of the proposal by Brazil. Consideration of these two
items would be deferred until SBSTA 11, and they had also been included on the list of elements for
the COP 5 provisional agenda. The Chairman drew the attention of Parties to document
FCCC/SBSTA/1999/MISC.3 and Add.1 and Corr.1 on the impact of single projects on emissions in
the commitment period, noting that Parties might wish to use that document to prepare for their
discussions at SBSTA 1 l Statemcnts regardmg the prows1onal agenda were made by representatives
of four Parties ' :

7. The SBSTA adopted the following agenda:
1. Opening of the session.
2 Organizational matters:

(@  Adoption of the agenda;
(b)  Organization of the work of the session.

3. Cooperation with relevant international organizations:

(@)  Scientific organizations;
(b) United Nations bodies;
© Other conventions.

4. ‘ National communications from Parties included in_Annex I to the Convention:

(@  Guidelines for the preparation of national communications;
(b)  Review process related to greenhouse gas inventories;
()  Work programme on methodological issues related to Articles 5, 7 and 8 of the Kyoto
Protocol.
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5. Methodological issues:

(a) Land-use, land-use change and forestry (decision 1/CP.3, paragraph 5 (a));
(b)  Emissions resulting from fuel used for international transportation;
(©) Other matters. ‘ '

6. Article 6 of the C(.)nvention:' Education, training and public awareness.
7. Developménf and transfer of technologies.
8. Research and systematic observation.. )

9. Implementation of Article 4, paragraphs 8 and 9, of the Convention
. (decision 3/CP.3 and Articles 2.3 and 3.14 of the Kyoto Protocol):

. programme of work. -

10. Procedures axid mechanisms reléi_ing to compliance under the Kjoto Protocol:

organizational matters related to the joint working group.

11.  Activities impiernentéd Jjointly under the pilot phése.v

12. Mechanisms‘p'lrlrsﬁant to Articles 6, 12 and 17 of the Kyoto Protbcol._ :
13.  Report on the session.

B. Organization of the work of the session

(Agenda item 2 (b))

8. The SBSTA considered this sub-item at its 1% meeting, on 31 May. It had before it the
tentative schedule of meetings contained in document FCCC/SBSTA/ 1999/1, annex II. The Chairman
noted that the tentative schedule of meetings should be used as a guide to the organization of work of

- the SBSTA, but that flexibility would be required to respond to the pace of progress. ' g

9. The Chairmz‘m-underséoréd that the SBSTA would need to WOrk'ekfﬁciently to cover the heavy
agenda before it and urged Parties to reach a conclusion on as many items as possible by the close of
the first week. ' ‘ o

10.  The Chairman informed the SBSTA that applications for accreditation to the sessions of the
subsidiary bodies had recently been received from one intergovernmental and 12 non-governmental
organizations. These applications had been screened by the secretariat on the basis of the provisions of
Article 7.6 of the Convention and in accordance with the procedures established by the COP for the
admission of organizations as observers. The SBSTA agreed to grant these organizations access to the
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current session of the SBSTA, pending formal action on their accreditation by the COP at its fifth
session.

II1. COOPERATION WITH RELEVANT INTERNATIONAL ORGANIZATIONS
(Agenda item 3)
e

A. Scientific organizations
(Agenda item 3(a))

. 1. Proceedings

11.  The SBSTA considered this sub-item at its 1* and 10" meetings, on 31 May and 10 June,
respectively.

12.  Statements were made by representatives of six Parties, including one speaking on behalf of the
European ‘Community and‘its member States.

13.. At the 1** meeting, on 31 May, a statement was made by the Chairman of the

| ‘ Intergovemmental Panel on Chmate Change (IPCC), who also responded to questions.

Z-Q@_c_h_lm

14.  Atits 10® meeting, on 10 June, having considered a proposal by the Chairman, the SBSTA
- adopted the following conclusions:

(a) The SBSTA expressed appreciation for the statement given by the Chairman of the
IPCC and welcomed the Special Report on Aviation and the Global Atmosphere. 1t also welcomed
the information provided on preparations for the Third Assessment Report, the special reports on (i)
’ methodologlcal and technological issues in technology transfer, (ii) emissions scenarios of greenhouse

-  gases and aerosol precursors, and (iii) land-use, land-use change and forestxy, as well as the report on

» 7 good practlces in inventory management; and

(b)  The SBSTA requested the IPCC to continue with its work and looked forward to the
reports referred to in sub-paragraph (a) above. It noted the need of the IPCC for sufficient resources
to prepare these reports which are important to advancing work under the Convention, and urged
Parties to contribute generously to this end.
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B. United Nations bodies
(Agenda item 3(b))

1. Proceedings

15.  The SBSTA considered this sub-item at its 1¥ and 10" meetings, on 31 May and 10 June,
respectively. : o

16.  Statements were made by representatives of nine Parties, including one speaking on behalf of
the European Community and its member States.

17.  Atthe 1* meeting, on 31 May, a statement was made by a representatxve of the United Nations
Environment Programme (UN EP)

2. Conclusions

18.  Atits 10" meeting, on 10 June, having considered a proposal by the Chairman, the SBSTA
adopted the following conclusions: A

(a)  Noting that there are many relevant activities under way in other United Nations bodies
the SBSTA expressed the need for these to be brought within the context of the UNFCCC process,
and to be consistent with decisions of the COP, in particular with decision 7/CP.4. The SBSTA
welcomed the initiative of the secretariat to bring together four United Nations bodies, the United
Nations Conference on Trade and Development, the United Nations Development Programme
(UNDP), the UNEP and the United Nations Industrial Development Organization, and encouraged it to
continue drawing upon their contributions for the development of a joint project on capacity-building f
developing countries for the clean development mechanism, taking careful account of relevant decision
and conclusions of the COP and its subsidiary bodies, in particular the conclusions on agenda item 12
of the SBSTA at its current session (see paragraph 94). The SBSTA requested the secretanat to make
further information avallable, for conmderatlon atits eleventh session; and : : v

(b) The SBSTA requested the secretariat to continue to explore with these and other
United Nations partner organizations, mcludmg the Global Environment Facility (GEF) and its
implementing agencies, other areas where their expertise and resources could support the various work
programmes under the Convention process, and to inform it at subsequent sessions on progress
achieved. )
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C. Other conventions
(Agenda item 3(c))

I. Proceedings

''19.  TheSBSTA considered this sub-item at its 1% and 10 meetings, on 31 May and 10 June,
respectively.

20 - Statements were made by representatives of four Parties, including one speaking on behalf of
the European Community and its member States.

21." Atthe1* meetmg, on 31 May, statements were made by representatives of the secretariats of
" the United Nations Convention to Combat Desertification (UNCCD) and the Convention on Biologica
Diversity (CBD).

2. Conclusions
22.  Atits 10™ meeting, on 10 June, having considered a proposal by the Chairman, the SBSTA
adopted the following conclusions:

(@ The SBSTA noted with appreciation the reports by representatives of the UNCCD
‘and the CBD on the substantive linkages between climate change and their conventions; and

(b) - The SBSTA welcomed the efforts of the secretariat to explore possible ways of
cooperating with the secretariats of other conventions, in particular the UNCCD and the CBD, in order
to strengthen cooperation on issues of common interest, bearing in mind the relevant decisions of the

" COP. It encouraged the secretariat to continue consultations with the relevant secretariats, and to
inform it on the outcome of these consultatlons at subsequent sessions of the subsidiary bodies.

IV. NATIONAL COMMUNICATIONS FROM PARTIES INCLUDED IN
7 ANNEX I TO THE CONVENTION
(Agenda 1tem 4)

A. Guidelines for the preparation of national communications
(Agenda item 4(a))

1. Proceedings

23.  The SBSTA considered this sub-item at its 3 and 10" meetings, on 1 and 10 June,
respectively. It had before it the following documents: FCCC/SB/1999/1 and Add.1-2,
FCCC/SBSTA/1999/INF.1 and Add.1, FCCC/SBSTA/1999/INF.2, FCCC/SBSTA/1999/INF.3,
FCCC/SB/1999/MISC.2 and FCCC/SB/1999/MISC.5 and Add.1. An informal paper entitled
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“Methods to estimate emission inventories of hydrofluorocarbons, perfluorocarbons and sulphur
hexafluoride” was also made available to Parties by the secretariat. '

24.  Statements were made by representatives of 13 Parties, including one speaking on behalf of the
European Community and its member States. '

25. At the 3" meeting, on 1 June, a statement was made by a representative of the IPCC -
Organisation for Economic Co-operation and Development (OECD) - International Energy Agency
(IEA) Programme on National Greenhouse Gas Inventories. The Chairman of the Global Climate
Observing System (GCOS) Steering Committee also made a statement.

26.  Also as its 3" meeting, the SBSTA agreed to consider this sub-item by way of a contact group,
co-chaired by Mr. Mark Mwandosya (United Republic of Tanzania) and Mr. Jim Penman (United
Kingdom). The Chairman informed the SBSTA that he had liaised with the Chairman of the SBI on
this matter and they had concluded that, in light of the division of labour between the SBSTA and the
SBI on the issue of national commumcatlons it would be appropnate for thxs tobea _]omt contact grou

" of the SBSTA and the SBI.

‘2., Conclusions

27.  Atits 10" meeting, on 10 June, having considered a proposal by the Chauman based on mputs
from the contact group, the SBSTA adopted the following conclusmns - : :

(@  The SBSTA decided to forward to the SBI' a draft decision on guidelines for the
preparation of national communications by Parties included in Annex I to the Convention, partl:
UNFCCC reporting guidelines on annual inventories to be recommended for adoption by the COP at
its fifth session (sec FCCC/SBSTA/ 1999/6/Add. 1%); . ,

(b)  The SBSTA advised the SBI to set up a two-year trial period starting in early 2000 to ‘
assess the UNFCCC reporting guidelines on annual inventories, partlcularly the common reporting
format, with a view to revising them at COP 7, taking into consideration, mter alia, expenence gained
by the Parties and the secretariat, and input from the IPCC; '

(c)  The SBSTA encouraged Parties _included in Annex I to the Convention to suﬁport the
efforts of those Annex I Parties undergoing the process of transition to a market economy aimed at
improving the quality of their national greenhouse gas inventories, including the reporting of inventory

I See FCCC/SBI/1999/8, para. 27

2 Document FCCC/SBSTA/1999/6/Add.1 contains the draft decision and the UNFCCC reporting guidelines on
inventories (annex I), as well as a common reporting format (annex IT) which is an integral part of these guidelines.
(The common reporting format has been revised based on the technical corrections referred to in paragraph 27 (e),
be]ow) ,
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data using the common reporting format and t_he archiving of the inventory data;

(d) The SBSTA took note of the information provided by the IPCC-OECD-IEA
Programme on National Greenhouse Gas Inventories® related to its work on uncertainties and good
practices. It requested the IPCC to provide its report in time for the twelfth session of the SBSTA and
. decided to consider the IPCC report on these activities at that session;

. (¢)  The SBSTA requested Parties to submit electronically to the secretariat, by 15 July
1999 any further technical corrections to the common reporting format so that the text of the guideline
could be completed in time for the fifth session of the COP;

®  The SBSTA requested the secretariat, taking into account the advice of the IPCC and
other relevant organizations, to develop the soﬁware tools needed to facilitate reporting by Parties usin
the common reporting format;

- (g) The SBSTA requested Parties included in Annex I to the Convention that are not using
the sectoral background data tables SA-D on land-use change and forestry of the common reporting
format to specify alternative formats, and to submit them to the secretariat by 1 July 2001;

~ (h)  The SBSTA decided to continue discussions at its eleventh session on revisions to the
guidelines for the preparation of national communications by Parties included in Annex I to the
Convention, part II. UNFCCC reporting guidelines on projections, policies and measures, financial
resources and transfer of technology, and other matters®. It further decided, upon completion of work,
to forward its conclusions for consideration by the SBI w1th the aim of submitting revisions to part Il o
the guidelines for adoption at the fifth session of the COP. The SBSTA requested the secretariat to

prepare a document reflecting the status of discussions on the draft text of part II of the guidelines at th
~ close of the tenth session.

B, Review process related to greenhouse gas inventories
(Agenda item 4(b))

1. Proceedings
28.  The SBSTA considered this sub-item at its 3™ and 9* meetings, on 1 and 9 June, respectively.

It had before it the following documents: FCCC/SBSTA/1999/3, FCCC/SBSTA/1999/MISC.4 and
FCCC/TP/1999/2. '

3 By decxs:on of the XIV Plenary of the IPCC, the functions of the IPCC-OECD-IEA Programme on Inventories
will be assumed by the IPCC Task Force on Inventories with a technical support unit to be located in Japan. This
transfer is expected to be completed by the end of 1999.

4 Thxs part, mcludmg its utle is subject to further discussion at the eleventh sessions of the subs:d:axy bodies.
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29.  Statements were made by representatives of four Parties, including one speaking on behalf of
the European Community and its member States.

2. Conclusions

30 At its 9“‘ meetmg, on 9 June, havmg con31dered a proposal by the Chairman, the SBSTA
adopted the following ooncluswns :

(@  The SBSTA took note of and suppbrted the technical review process related to
greenhouse gas inventories of Annex I Parties outlined by the secretanat in document
FCCC/SBSTA/1999/3;

(b) The SBSTA endorsed the following elements of that techmcal review procms annual
initial checks, annual synthesis and assessment, and mdmdual reviews; and

(c) The SBSTA advised the SBI to consider guidelines for such a technical review process
at its eleventh session, with a view to a decision on such guidelines being adopted by the COP at its fif

session.

C Work programme on methodolog!cal issues related to

Articles 5, 7 and 8 of the Kyoto Protocol
(Agendaitem 4 (c)) .

1. Proceedings

31.  The SBSTA considered this sub-item at its 3 and 8™ meetings, on 1 and 8 June, respectlvely
It had before it document FCCC/SB/ 1999/2 and Corr 1.

32.  Statements were made by representatlves of seven Partles mcludmg one speakmg on behalf of
the European Community and its member States.

33.  Atits 3% meetmg, onl June the SBSTA agreed to con51der thlS sub-item in the j Jomt contact
group established under sub-item 4(a). @

2. Conclusions

34, Atits8® meetmg, on 8 June, havmg considered a proposal by the Chairman on the basis of
inputs from the joint contact group, the SBSTA adopted the following conclusions:

(@  The SBSTA took note of the mformatlon provided by the secretariat on a work
programme on methodologxcal issues related to Artwles 5, 7 and 8 of the Kyoto Protocol contained in
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document FCCC/SB/1999/2;

(b) The SBSTA endorsed the work programme referred to in sub-paragraph (a) above,
‘noting that some aspects relating to Article 3 of the Kyoto Protoool may need to be further discussed in
relation to Articles 5, 7 and 8 of that Protocol;

(c) The SBSTA decided to consider the characteristics of national systems and issues
relatmg to adjustments, referred to in Article 5 of the Kyoto Protocol, at its eleventh session. It
‘requested Parties to provide views on these items by 15 August 1999, for compilation into a
miscellaneous document; and

(d)  The SBSTA requested the secretariat to organize a workshop on the topics referred to
in sub-paragraph (c) above, subject to the availability of funds, prior to its twelfth session. It also
requested the secretariat to develop plans for a second workshop on issues related to Articles 5, 7 and

8, subject to the availability of funds, to be held prior to its thirteenth session, pending the outcome of
the first workshop and a decision on the date of the sixth session of the COP.

V. METHODOLOGICAL ISSUES
(Agendaitem 5)

- A. Land-use,'land-uée change and forestry 1de§ision 1/CP.3, paragraph S (a))
(Agenda item 5 (a))

1. Proceedings
35. _ The SBSTA considered this sub-item at its 3%, 5 and 10 meetings, on 1, 2 and 10 June,

respectively. It had before it the following documents: FCCC/SBSTA/1999/5,
FCCC/SBSTA/1999/INF.5 and FCCC/SBSTA/1999/MISC.2 and Add.1.

. ) 36.  Statements were made by representatives of 20 Parties, including one speaking on behalf of the

Alliance of Small Island States, one speaking on behalf of the European Community and its member
States and one speakmg on behalf of the Group of 77 and Chma. 7

37. Atthe 3" meeting, on 1 June, Mr. Paul Maclons (South VAfn'ca), co-chair of the second
SBSTA workshop on land-use, land-use change and forestry (Indianapolis, United States of America,
~26-28 April 1999), provided the SBSTA with an oral report on that workshop.

38. " At the same meeting, on 1 June, a statement was méde by the Chairman of the IPCC on the
 status of preparation of the IPCC special report on land-use, land-use change and forestry.

39.  Also ‘at the 3™ meeting, on 1 June, statements were made by representatives of the
environmental non-governmental organization (NGO) constituency and the local authority constituenc
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40.  Atits 5* meeting, on 2 June, the SBSTA agreed to consider this sub-item by way of a contact
group, co-chaired by Mr. Paul Maclons (South Africa) and Mr. Maciej Sadowski (Poland).

2. Conclusions

41.  Atits10® meeting, on 10 June, having considered a proposal by the Chairman on the basis of
inputs from the contact group, the SBSTA, recalling decision 9/CP.4, adopted the following

conclusions:

(a  The SBSTA took note with appreciation of documents FCCC/SBSTA/ 1999/5 and
FCCC/SBSTA/1999/INF.5 prepared by the secretariat. It invited Parties to review, and where
possible respond to, the questions posed in tables 1 and 2 of document FCCC/SBSTA/1999/5, and to
identify any additional policy or procedural questions. It requested Parties to provide submissions,
where possible electronically, on those issues by 16 August 1999, for compilation into a miscellaneous
document, and for consideration by the SBSTA at its eleventh session;

(b)  The SBSTA invited the IPCC, in conjunction with the SBSTA at its eleventh session,
to provide an in-depth progress report, and to convene a spemal side event, on the draft IPCC special
report on land-use, land-use change and forestry;

(¢)  The SBSTA decided to further consider, at its eleventh session, the process and timing
for the analysis of the information to be provided by the IPCC special report, and the process for
developing its work programme on land-use, land-use change and forestry in order to fulfil, inter alia,
the provisions of decision 9/CP .4,

(d) The SBSTA requested the secretariat to organize a workshop, with participation by
experts, between SBSTA 12 and COP 6. The purpose of the workshop would be to analyse the
IPCC special report in the context of the requirements of the Kyoto Protocol. The SBSTA invited
Parties to provide the secretariat with guidance by 1 February 2000 on the scope of thls workshop,
which may include data, mformatwn and a dec1s1on—mak1ng ﬁamework ' _

(¢)  The SBSTA invited the IPCC to develop a work plan addressing methodological
issues raised in the IPCC special report in the context of the IPCC 1996 Revised Guidelines for
National Greenhouse Gas Inventories in the areas of agriculture and land-use change and forestry, to
commence as soon as practicable following completion of the special report; and

® The SBSTA decided to begin the consideration, at its eleventh seesion, of the need for
country-specific data and infonnation and its relationship to a decision-making framework in the conte
of the requirements of the Kyoto Protocol. It requested Parties to provide submissions on this subject,
. . where possible electronically, by 16 August 1999, for compllatlon into a mlscellaneous document for
'cons1derat|on by the SBSTA at its eleventh session. :
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B Emnssnons resultm from fuel used for international transportation
- (Agenda item 5 (b))

1. Proceedings

42.  The SBSTA considered this sub-item at its 5" and 12™ meetings, on 2 and 11 June,
respectively. It had before it document FCCC/SBSTA/1999/INF.4. The IPCC Special Report on
Aviation and the Global Atmosphere prepared at the request of the International Civil Aviation

o Orgamzatlon (ICAO) and an informal paper entitled “Methods used to collect data and to estimate and
" report emissions from international bunker fuels” were also made available to Parties by the secretariat

43. Staterncnts were made by representatives of eight Parties, including one speaking on behalf of
the European Community and its member States.

4. Atthe 5% meeting, on 2 June, a statement was made by a representative of the ICAO. In
. addition, the secretariat informed the SBSTA of the contents of a letter received from the International
~ Maritime Organization (IMO) on matters relevant to this sub-item.

45, Atthe 12* meeting, on 11 June, the Chairman informed the SBSTA that he had requested Mr.
José Romero (Switzerland) to assist him in conducting informal consultations on this sub-item.

2. Conclusions

~ 46.  Atits 12" meeting, on 11 June, having considered a proposal by the Chairman on the basis of
inputs from informal consultations, the SBSTA adopted the following conclusions:

‘k (a " The SBSTA welcomed the IPCC Special Report on Aviation and the Global
Atmosphere prepared at the request of the ICAO, as a comprehensive assessment of the effects of
aircraft on the climate and atmospheric ozone;

(b)  The SBSTA noted with appreciatidn the information provided by ICAO and the IMO
on their work regarding emissions from mtcmatmnal bunker fuels. It regretted that a representative of
IMO could not attend the current session; :

; (c) In accordance with decision 2/CP.3 and relevant conclusions of the SBSTA at its ninth
- session’: o : ’

5 FCCC/SBSTA/1998/9, para. 51 (i)
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(i)  The SBSTA noted that the data on emissions from international bunker fuels
provided by Annex I Parties are often incomplete and inconsistent, as reported
in document FCCC/SBSTA/1999/INF.4. It noted that further methodological
work is needed to ensure consistent and transparent inventories, including the
development and use of consistent definitions, taking into account any guidance

by the IPCC on good practice. The SBSTA requested ICAO and IMO to
make available their data and expertise on the issue. It invited Annex I Parties
to provide, in a transparent manner, emission data and information on methods
used to estimate emissions, including the definitions applied, as part of their
annual greenhouse gas inventory; and

(i)  The SBSTA noted the informal paper “Methods used to collect data and to
estimate and report emissions from international bunker fuels” made available to
Parties by the secretariat during the session. The SBSTA requested Parties to
provide comments on that paper to the secretariat by 16 August 1999. It
requested the secretariat to revise the paper, based on these comments
provided by Parties, and to make the rev1sed version ava11able as soon as

possible.

(d)  Recalling relevant articles of the Convention, decisions of the COP including
decision 2/CP.3, and the relevant conclusions of the SBSTA, the SBSTA invitéd IMO and ICAO to
inform it of their work plans relating to emissions based on fuel sold to ships or aircraft engaged in
international transport and to provide regular progress reports at future sessions of the SBSTA;

(¢)  The SBSTA invited the secretariat to éxplore ways to further stréngthen the exchange
of information between ICAO, IMO and the SBSTA. It requested the secretariat to report to it on
these issues at its eleventh session; and

()  The SBSTA decided to continue its work in accordance with decision 2/CP.3,
paragraph 4, and to consider the IPCC Special Report on Awatzén and the Global Atmosphere, at
its eleventh session. It invited Parties to submxt their views on these issues to the secretariat by
16 August 1999

C. Other matters
(Agenda item 5 (c))

1. Proceedings

47.  The SBSTA considered this sub-item at its 5, 9™ and 12" meetings, on 2, 9 and 11 June,
respectxvely It had before it document FCCC/SBSTA/1999/4. An informal paper entitled

“Compendium of decision tools to evaluate strategies for adaptation to climate change”, was also made
available to Parties by the secretariat.
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48. At the 5" meeting, on 2 June the Chairman noted that the main issue to be discussed under this
. item concerned information on impacts, adaptation and mitigation assessment methods.

49. At the same meeting, a statement was made by a representative of UNEP introducing the
Handbook on Methods for Climate Change Impacts Assessment and Adaptation Strategies
prepared by UNEP, in collaboration with the Free University of Amsterdam, and a report entitled
~ Economics of Greenhouse Gas Limitations: Methodological Guidelines, prepared by the UNEP

. Collaborating Centre on Energy and Environment (Risg, Denmark).

50.  Statements on this issue were made by representatives of seven Parties, including one speaking
~on behalf of the European Community and its member States.

51, Atthes™ meeting, on 2 June, the delegaﬁon of Brazil provided a report on activities undertaken
in the inter-sessional period regarding the scientific and methodological aspects of the proposal by
. Brazil, including the organization of a workshop. :

52. A statement on this issue was made Hy the representative of a Party.

53.. ‘_ At the 120 meeting, on 11 June, the repreéentativer of a Party raised a further issue for
discussion, namely, inventory and methodological issues relating to harvested wood products.

54.  Statements on this issue were made by representatives of six Parties, including one speaking on
behalf of the European Community and its member States.

2. Conclusions
55.  Atits 9" meeting, on 9 June, the SBSTA adopted the following conclusions:

(a) The SBSTA took note, with appreciation, of the UNEP Handbook on Methods for
Climate Change Impacts Assessment and Adaptation Strategies and the UNEP Collaborating
" Centre on Energy and Environment (Risg, Denmark) report, Economics of Greenhouse Gas
Limitations: Methodological Guidelines. It encouraged Parties to draw upon these reports in the
preparation of national communications. It further encouraged Parties and intergovernmental
organizations, in providing support for enabling activities, to take note of the availability of these
documents;

(b)) The SBSTA further took note of the information provided in the informal
* report by the secretariat entitled “Compendium of decision tools to evaluate strategies for adaptation to
climate change”. It invited Parties: A

(i) To review the information, and to provide comments to the secretariat on its
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contents by 15 September 1999; and

(ii) To provide information on other decision tools in a format similar to that in the
above-mentioned informal report. The SBSTA requested the secretariat to
facilitate the submission of this information electronically on its Web site, to
utilize experts nominated by Parties to the roster on methodologies to review
the information, and to compile and synthesize the information; and

(c)  The SBSTA, recognizing that training in the use of the methods described in the
documents referred to in paragraph 1 would be an important means of building the technical and
analytical capacities of Parties, encouraged UNEP, the United Nations Development Programme and
other relevant institutions to review their activities, including those on a regional basis, and to support
capacity-building by using these documents to meet the needs of Parties, particularly developing

- country Parties.

56. At the same meeting, the SBSTA noted the information provided by the delegation of Brazil on
scientific and methodological issues discussed at a workshop organized by that delegation to consider
its proposal contained in document FCCC/AGBM/1997/MISC 1/Add.3. The SBSTA decided to
consider, at its eleventh session, the scientific and methodologxcal aspects of the proposal by Brazil, an
invited the delegation of Brazil to further inform the SBSTA of the results of its workshop and prov1de

with other relevant mformatlon at that sessmn

57.  Atits 12" meeting, on 11 June, the SBSTA noted that the report on the expert meetmg

| convened by the IPCC-OECD-IEA Programme on National Greenhouse Gas Inventories on

“Evaluating approaches for estimating net emissions of carbon dioxide from forest harvesting and woo
products” (Dakar, 5-7 May, 1998) was available from the IPCC durmg the session, and decided to
continue its discussion on thls issue at its eleventh sessxon o

ARTICLE 6 OFUYHE CONVENTION: EDUCATION, TRAINING
AND PUBLIC AWARENESS
(Agenda item 6)

1. Proceedings

58. The SBSTA considered this sub-xtem at 1ts 1St meeting, on 31 May. It had before it document

FCCC/SBSTA/ 1999/MISC 1.

4 59 Statements were x'qade by fepreseﬁatiyes of two Parties, ineludingrc;ne speaking on behalf of

®  The meeting report is available on the web at http://www.iea.org/ipcc It may also be ordered from:
IPCC/OECD/IEA Programme on National Greenhouse Gas Inventones 2 rue Andre-Pascal, 75775 Paris Cedex 16,
France
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the Europeén Cotnmunity and its member States.

'60.  The Chairman expfessed regret that the small number of submissions received from Parties on

possible means of promoting the implementation of Article 6 of the Convention had prevented the
secretariat from putting forward proposals on how to integrate Article 6 into the work programme of
the SBSTA, as requested by SBSTA at its eighth session.

2. ConchisionS

61. Atthel® meeting, on3l May, the Chairman invited Parties to submit further proposals to the

. secretariat by 15 October 1999, to serve as a basis for a more substantive discussion at the twelfth

" “session of the SBSTA.

" 62.. TheSBSTA considered this sub-item at its 5m 6%, 7" and 12 meetings, on 2, 3,4 and 10

VII. DEVELOPMENT AND TRANSFER OF TECHNOLOGIES
(Agenda item 7)

1. Proceedings

June, respectively. It had before it the following documents: FCCC/SBSTA/1999/2,
FCCC/SBSTA/1999/MISC.5 and Add.1-3 and FCCC/TP/1999/1.

63. _ Statements were made by representatives of 25 Parties, including one speaking on behalf of the
Alliance of Small Island States, another speaking on behalf of the European Community and its memb
States and another speaking on behalf of the Group of 77 and China.

64.  Atthe 5" meeting, on 2 June, a statement was made by a representative of the IPCC on the
status of preparatlon of its special report on methodological and technological issues in technology

‘ transfer

65.  Also at the 5™ meeting, on 2 June, the Chairman informed the SBSTA of the steps taken so far
to conduct the consultative process requested by decision 4/CP.4, including the establishment of an
informal group with members nominated by Parties to exchange views on an approach for advancing

.. the process. He proposed to hold further meetings of the informal group during the session, to continu -
" discussions on the work plan and other aspects of the consultative process.

66. . At the 7" meeting, on 4 June, a statement was made by a representative of the Climate

~ Technology Initiative (CTI) of the Intematiqnal Energy Agency.

67.  Atthe 12" meeting, the representative of a Party highlighted the transition taking place with
regard to metered dose inhalers involving the substitution of chlorofluorocarbon (CFC) propellants by
hydrofluorocarbons (HFCs) and emphasised the importance of coordination on this issue between
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relevant environmental conventions. Two further statements on this issue were made by
representatives of Parties and one by the Executive Secretary.

68.  Also at the 12" meeting, the representative of a Party, speaking on behalf of the Group of 77
and China, drew attention to the issue of capacity building, and expressed the intention to submit a
proposal on the subject for consideration at the fifth sessmn of the COP. Statements on this matter

were made by representatives of three Parties.

2. Conclusions

69. At its 12" meeting, on 11 June, the SBSTA adopted the following conclusions with regard to
the consultative process on the development and transfer of technologies, with the aim of reaching
agreement on a framework for meaningful and eﬁ'ective action as stated in decision 4/CP.4:

(a)  The SBSTA noted the submissions from Parties, the Global Environment Fac1hty
(GEF) and the International Atomic Energy Agency contained in documents
FCCC/SBSTA/1999/MISC.5/Add.1-3;

(b)  The SBSTA invited Parties to provide submissions to the secretariat, by 30 November
1999, on how the issues and questions listed in the annex to decision 4/CP.4 should be addressed, as
well as suggestions for additional issues and questions. It requested the Chairman, with the assistance
of the secretariat, to identify common elements and areas of divergence, based on the abovementioned
submissions, for consideration by the SBSTA at its twelfth session;

(c)  The SBSTA noted the progress made by the Chaitman, with the assistance of the
secretariat, in conducting the technology transfer consultative process. It endorsed the proposal by the
Chairman that the secretariat organize three regional workshops, one in Affica, one in Asia and the
Pacific Islands, and one in Latin America and the Caribbean, taking into aooount the regxonal and glob
perspectives of transfer of technology;

» (d)  The SBSTA recognized that, given the time and resources available, it would not be
possible to complete all regional workshops before the fifth session of the COP, and invited the

Chairman of the SBSTA, with the assistance of the secretariat, to complete the regional workshops by

early 2000, and to repon to the SBSTA atiits twelﬁh session, with a v1ew to taking a decision by

COP 6;

(¢)  The SBSTA welcomed offers by some Paﬁies of ﬁrianeial and/or in-kind support for
the consultative process, and encouraged other Parties i ina pos1t10n to do so to prov:de additional
contributions; and

()  The SBSTA noted the statement made by a representative of theali’CC to the SBSTA
on its draft special report on methodological and technological issues in technology transfer.
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"70.  Atthe same meeting, on 11 June, the SBSTA adopted the following conclusions with regard to
other issues: .

- (@)  The SBSTA welcomed the technical paper on coastal adaptation technologies
(FCCC/TP/1999/1) prepared by the secretariat and agreed to consider this issue at its eleventh
‘session. It invited Parties to submit, by 16 August 1999, their views regarding options to accelerate
and sustain the development and transfer of coastal adaptation technologies for compilation into a
miscellaneous document.

(b)  The SBSTA requested the secretariat to continue to cooperate with the OECD
Development Assistance Committee, in order to improve the availability of climate-relevant data from
the reporting system of that committee; and

(c)  The SBSTA took note of the information provided by the secretariat in response to
decision 13/CP.4, on how Parties, international organizations and other organizations may submit
information electronically to the secretariat. It encouraged Parties, international organizations and othe
orgenizations to make use of the secretariat’s Web site as a means of providing information on ways
~ and means of limiting emissions of HFCs and PFCs. It requested the secretariat to make the

 information subrmtted also available on the Web site.

VIII. RESEARCH AND SYSTEMATIC OBSERVATION
(Agenda item 8)

1. Proceedings

71.  The SBSTA considered this sub-item at its 1%, 3" and 8" meetings, on 31 May and 1 and 8
June, respectlvely It had before it document FCCC/SB/1999/1/Add.2. The GCOS secretariat draft
‘submission on guidance for reporting on systematic observation, which was prepared for the workshop
on revised guidelines for Annex I Party national communications (Bonn, 17-19 March 1999), was also
available to Parties. :

72 ' Statements were made by representatlves of 12 Partxes mcludmg one speaklng on behalf of the
European Community and its member States. :

73.  Atthe 1* meeting, on 31 May, a statement was made by the Chairman of the GCOS Steering
Committee, on behalf of the organizations participating in the Climate Agenda, concerning recent
activities related to research and systematic observation.

74 : .‘ At the 3 meeting, on 1 June, the Chairman invited Ms. Susan Barrell (Australia) and Mr.
Philip Gwage (Uganda) to assist him in conducting informal consultations on this item.
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2. Conclusions
75.  Atits 8" meeting, on 8 June, the SBSTA adopted the following conclusions:

(@  The SBSTA noted with appreciation the report of the Chairman of the GCOS Steenng
Committee, on behalf of the agencies partlcrpatmg in the Climate Agenda;

(b)  The SBSTA expressed its appreciation for the preparation by the GCOS secretariat of
the preliminary draft guidance for reporting on systematic observation, prepared for the workshop on
the revised guidelines for the preparation of national communications by Parties included in Annex I to
the Convention (Bonn, 17-19 March 1999).7 It noted that the GCOS draft guidance is undergoing
further review. The SBSTA decided to consider the issue at its eleventh session and it urged the

GCOS secretariat to make the revised draft guidance available in sufficient time for that session;

()  The SBSTA invited the agencres participating in the Clxmate Agenda, through the
GCOS secretariat, to report to the SBSTA at its eleventh session on their actions and plans, in
accordance with decision 14/CP.4, including proposals to hold workshops and, in preparing to do so,
to consult widely, including, inter aIza w1th the Conventron secretanat, the Chalrman of the IPCC and

the GEF

(d  The SBSTA noted with concern reports of the continued degradatlon of the observing
capablllty in developmg countries and urged Parties to enhance support for capacity-building in
~ developing countries to enable them through, inter alia, GCOS and related activities, both to reverse
that degradation and to improve the collection, exchange and utilization of data to meet local, regxonal
and international needs,

(e)  The SBSTA recalled paragraphs 1(c) and 5 of decision 2/CP.4 requesting the GEF to
report to the COP on its activities with regard to providing funding to developing countries to build
capacity for participat_ion in systematic observational networks; and

® The SBSTA also noted that, whilst declslon 14/CP 4 focuses on actlons to improve
 global monitoring capabilities for climate to meet the needs of the Conventlon, Partles also need
similarly to support research on climate change both nationally and mternatlonally , '

IX. IMPLEMENTATION OF ARTICLE 4, PARAGRAPHS 8 AND 9, OF THE
CONVENTION (DECISION 3/CP.3 AND ARTICLES 2.3 AND 3.14 OF THE
KYOTO PROTOCOL) PROGRAMME OF WORK
(Agenda item9) ' o

7 See document FCCC/SB/1999/1/Add.2.
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1. Proceedings

6. . The SBSTA considered this item at its 7™ meeting, on 2 June. It had before it the following
' _documents: FCCC/SB/1999/MISC.6 and FCCC/SBSTA/1 999/CRP.1.

| 77: = Statements were made by two Parties, mcludmg one speaking on behalf of the
Group of 77 and China.

78.  Atthe7® meeting, on 2 June, the Chairman recalled that the SBI had first taken up this item.
He further recalled that the SBI had agreed to convene a group of friends of the Chairmen of the
subsidiary bodies to develop terms of reference for the expert workshop envisaged in the annex
(programme of work) to decision 5/CP.4 (see annex I below). SBI Vice-Chairman Salamat (Iran) had
conducted these consultations on behalf of the Chairmen. At the same meeting, Vice-Chairman
Salamat provided the SBSTA with a report on his informal consultations.

79. Alsoat the 7% meeting, on 2 June, the Chairman circulated a prbposal for terms of reference
. for the above-mentioned expert workshop, contained in FCCC/SBSTA/1999/CRP.1.

2. Conclusions

80.  Atits 7" meeting, on 2 June, having considered a proposal by the Chairman, the SBSTA
adopted the terms of reference for the expert workshop cnvxsaged in the annex (programme of work)
to decision 5/CP.4, as set out in annex II below.

X. PROCEDURES AND MECHANISMS RELATING TO COMPLIANCE UNDER
" THE KYOTO PROTOCOL: ORGANIZATIONAL MATTERS RELATED
TO THE JOINT WORKING GROUP
(Agenda item 10)

1. Proceedings

. 81. " This item was considered by the SBSTA at its 2™ and 11® meetings, which were held jointly
“with the SBI, on 1 and 11 June, respectively. The subsidiary bodies had before them document
FCCC/SB/1999/MISC.4 and Add.1-3. ’

'82." At the joint meeting held on 1 June, the Chairman of the SBI reported on the informal
consultations on matters related to compliance which had been convened by the subsidiary body
Chairmen on 31 May in response to a request contained in decision 8/CP.4. The Chairman noted that
agreement had been reached to designate Mr. Harald Dovland (Norway) and Mr. Espen Ronneberg
(Marshall Islands) as the co-Chairs of the joint working group on compliance established by decision
8/CP.4. Substantive discussion would be referred to the joint working group, which would be
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convened by the designated co-Chairs.

83. At the 11"™ meeting, held jointly with the SBI on 11 June, Mr. Harald Dovland presented a
report on the work of the joint working group on compliance, on behalf of the co-Chairs.

2. Conclusions

84.  Atits11® meeting, held Jomtly with the SBI on 1 1 June, the SBSTA agreed, Jomtly with the
SBI, that the report of the joint working group on compliance on its work during the tenth sessions of
the subsidiary bodies would be annexed to the report of the SBI. (See document FCCC/SBI/1999/8,

annex IIL.)

XI. ACTIVITIES IMPLEMENTED JOINTLY UNDER THE PILOT PHASE
(Agenda item 1 1) .

| 1. Proceedings

85.  This item was considered by the SBSTA at its 214, 4th and 12 meetings, which were held
jointly with the SBI, on 1 and 11 June, respectively. The subsidiary bodies had before them the
following documents: FCCC/SB/1999/INF.1 and FCCC/SB/1999/MISC.1 and Add.1.

86.  Statements were made by representatives of 16 Parties, including one speaking on behalf of the
African Group, one speaking on behalf of the Alliance of Small Island States, one speaking on behalfo
the European Commumty and its member States and one speaking on behalf of the Group of 77 and

China.

87. Atthell® meeting, on 1 1 June, a statement was made by a representatxve of the busmess and
industry constituency. o

88, Atthed® meeting, on l‘jJune, the Chairmen of the silbsidiaxy bodies invited Mr. Jos Delbeke
(European Commission) and Ms. Margaret Mukahanana (Zunbabwe) to assmt them in conducting
informal consultatxons on this 1tem v

2. Conclusions

~ 89.  Atits 11" meeting, held jointly with the SBI on 11 June, having consxdered a proposal by the
Chairmen on the basis of inputs from the informal consultatlons the SBSTA adopted the following
conclusions jointly with the SBI: ”

(@  The SBSTA and the SBI took note of the update on activities implemented jointly
(ALJ) under the pilot phase and the compxlatlon of submxssxons by Parties contalned in documents
,FCCC/SB/ 1999/INF 1 and FCCC/SB/1999/MISC.1 and Add.l
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(b)  The SBSTA and the SBI recognized that AIJ under the pilot phase should provide

_ developing country Parties, in particular the least developed and small island developing States among
" them, as well as Parties with economies in transition, with the opportunity to enhance their
capacity-building, and all Parties with the opportunity to gain experience with AlJ;

| (c)  The SBSTA and the SBI agreed that the review of the pilot phase referred to in
decision 5/CP.1, paragraph 3 (b) and decision 6/CP.4 shall address, inter alia, the following issues:

@
G
(iii)

)

\Y)

o)

(i)

(viii)

(ix)

Geographical distribution of projects, particularly the lack of projects in Africa,
and the analysis of contributing factors;

~ Contribution of projects to capacity-building and institutional-strengthening

needs of Parties, particularly for host country Parties;

‘Contribution to the host country’s sustainable development needs, priorities and

strategies;

Assessment of environmental benefits related to the mitigation of climate chang
that would not have occurred in the absence of AlJ covering all relevant
sources, sinks and reservoirs of greenhouse gases and the methods used to
measure, monitor and independently verify these emissions, including by type o
project, and other environmental benefits achieved;

Contribution of projects and related activities to the transfer of environmentally

“sound technologies to the host country;

Identification of factors that might increase the number of projects implemented
under AlJ, taking into account the provisions of decision 5/CP.1, paragraph 1;

Assessment of the uniform reporting format and elaboration of options for its
improvement, including a list of standardized terminology and common
definitions for key terms, inter alia, related to costs, baselines, monitoring,

 reporting and verification; '

Consideration of costs, including costs of greenhouse gas reductions and

transaction costs, and examination of related methodologies;

' Evaluation of how standardized methodologies for project review and approval,

by both the host and sponsoring Parties, may enhance overall transparency and
reduce transaction costs; and
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(x)  Identification of further work required with respect to baselines, project
monitoring, reporting and verification procedures;

()] The SBSTA and the SBI requested Parties to submit additional views and information,
structured in accordance with the issues mentioned in sub-paragraph (c) above, by 7 July 1999;

(e) The SBSTA and the SBI further requested the secretariat to prepare a report on the
issues identified in sub-paragraph (c) above, in time for consideration by Parties at the eleventh session |
of the subsidiary bodies, on the basis of submissions from Parties in the context of the reporting
framework for the AlJ pilot phase using the umforxn reporting format, and addxtlonal information -

submitted by Partxes

® The SBSTA and the SBI invited Parties wishing to engage in AIJ under the pilot phase
but which have not yet had the opportumty to do so, to take full advantage of the opportunities to “lear

by doing”; and

(8) The SBSTA and the SBI decided to undertake a comprehensive review of the pilot
phase for AlJ, based on information referred to in sub-paragraph (e) above, at their eleventh sessions,
with a view to preparing a recommendation to COP 5 on further steps.

XII. MECHANISMS PURSUANT TO ARTICLES 6,12 AND 17
OF THE KYOTO PROTOCOL
' (Agenda item 12)

1. Proceedings

90.  This item was considered by the SBSTA at its 2", 4% and 11® meetings, which were held
jointly with the SBI, on 1 and 11 June, respectively. The subsidiary bodies had before them the
following documents: FCCC/SB/1999/4, FCCC/SB/ 1999/INF.2 and Add.1-3, and
FCCC/SB/1999/MISC.3 and Add.1, Add. 2 and Corr.1 and Add.3-6. ‘

'91.  Statements were made by representatlves of 21 Parties, including one speakmg on behalf of the
Alliance of Small Island States, one speakmg on behalf of the European Community and its member
States and 10 Central and Eastern European States and one speakmg on behalf of the Group of 77

and China.

92, Atthe 2™ meeting, on 1 June, a representative of the business and industry constituency
provided a report on the “Dakar workshop II to enhance the capacity of African negotiators towards
the UNFCCC and the Kyoto Protocol process” (Dakar, 6 9 May, 1999).

93.  Atthe 4" meeting, on 1 June, the subsidiary bodies decided to consider this item by way of a
joint contact group, under the ehainnanshjp of Mr Kok Kee Chow (Malaysia), the Chairman of the
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" SBSTA.
2. Conclusions

94, Atits 11" meeting, held jointly with the SBIon 11 June, having considered a proposal by the
Chairmen on the basis of inputs from the joint contact group, the SBSTA adopted the following
conclusions jointly with the SBI:

. (a)  The SBSTA and the SBI took note of the synthesis of proposals by Parties on

_ principles, modalities, rules and guidelines on mechanisms pursuant to Articles 6, 12 and 17 of the

~Kyoto Protocol (FCCC/SB/1999/INF.2 and Add.1-3), an initial framework for the plan for facilitating
~ capacity-building under decision 7/CP.4 (FCCC/SB/1999/4), and submissions from Parties contained

in documents FCCC/SB/1999/MISC.3 and Add.1, Add. 2 and Corr.1 and Add.3-6;

) (b) The SBSTA and the SBI in\(ited Parties to submit further proposals, by 31 July 1999,
on: - '

(i) Issues raised in decision 7/CP.4, paragraph 1 (a), (b) and (c); and
| (ii)  Elementsto be included in the plan for facilitating capacity-building.

(c)  The SBSTA and the SBI requested the secretariat to compile the submissions by
Parties in miscellaneous documents;

. @ ' The SBSTA and the SBI requested the Chairmen to prepare, with the assistance of the
secretariat, a revised and consolidated synthesis of proposals, identified by sources, for consideration a
the eleventh sessions of the subsidiary bodies. This synthesis of proposals should take into account
decision 7/CP.4, views by Parties on the first synthesis of proposals at the tenth session of the subsidia
- bodies, and submlsswns under sub-paragraphs (a) and (b)(l) above;

, " () - The SBSTA and the SBI requested the secretariat, based on views by Parties expressed

at the tenth sessions of the subsidiary bodies and submissions by Parties, to prepare a revised plan for
fac1htat1ng capacity-building related to the mechanisms, providing options for coordination and
orientation, for consideration at the eleventh sessions of the subsidiary bodies; and

® The SBSTA and the SBI invited organizations currently undertaking relevant capacity-
building activities to provide information to the secretariat by 31 July 1999.

.95. At the same meeting, on adopting the above conclusions, the SBSTA and the SBI noted the
following clarifications by the Chairmen:

(@  The Chairmen of the subsidiary bodies will have responsibility for determining which
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submissions are to be reflected in the synthesis of proposals and which ones will be included in a
miscellaneous document only;

(b)  In view of the date agreed upon for submissions by Parties and the time needed to
compile those submissions, the availability of the respective documents for the eleventh sessions would

be delayed; and

()  Submissions received after the stated deadline would be made available, in a
miscellaneous document, by 15 September 1999.

XIII. REPORT ON THE SESSION
- (Agendaitem 13)

96.  Atits 12" meeting, on 11 June, the SBSTA considered the draft report on the work of its tenth
session (FCCC/SBSTA/1999/L.1), whxch was mtroduced by the Rapporteur, Mr. Andre] Kranjc
(Slovenia). .

97.  On adopting the draft report, the SBSTA noted that the secretariat would assess its capacity to
“carry out the activities requested in the conclusions adopted at this session in the light of the programm

budget for 2000-2001 recommended by the SBI for approval by COP 5%, and would report back on

this matter, as appropriate, to the subsidiary bodies at their eleventh sessions.

98. At the same meeting, on a proposal by the Chairman, the SBSTA authorized the Rapporteur,
with the assistance of the secretariat, to complete the report on the session.

XIV. CLOSURE OF THE SESSION

99.  Atthel2® meeting, on 11 June, statements were made by representatives of two Parties and the
Executive Secretary paying tribute to the work of the Chairman of the SBSTA whose two year term in
that posmon was now comxng to an end

100. At the same meeting, the Chairman remarked on how much he had learnt during his
chairmanship of the SBSTA, and how valuable he considered the scientific and technical work of that
body to be. He expressed his gratitude to all those who had offered him support and constructive
cooperation throughout his chairmanship. After urging Parties to intensify their efforts to move the
Convention process forward in the future, the Chairman declared the tenth session closed.

8 See FCCC/SBI/1999/8, paragraph 70 and the draft decision on the programme budget contained in annex L
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. IMPLEMENTATION OF ARTICLE 4, PARAGRAPHS 8 AND 9, OF THE
CONVENTION (DECISION 3/CP.3 AND ARTICLES 2.3 AND 3.14
~ OF THE KYOTO PROTOCOL)

TERMS OF REFERENCE FOR THE EXPERT WORKSHOP ENVISAGED IN THE
ANNEX (PROGRAMME OF WORK) TO DECISION 5/CP.4

Objective

In accordance with decision 5/CP.4, the objective of the expert workshop is to produce input
for the eleventh session of the Subsidiary Body for Scientific and Technological Advice (SBSTA) and
the Subsidiary Body for Implementation (SBI) through:

1. Identification of factors that will help determine:

- The adverse effects of climate change;
- ' The impacts of implementation of fesponse measures;

2. Identlﬁcatlon of information available, existing information gaps, further information needed a

" views on methodologies, related to:

- The specific needs and concerns of developing country Parties arising from such advers
effects and impacts;

- Actions, including actions related to funding, insurance and the transfer of tectinology, t
meet the above-mentioned specific needs and concerns;

- . Minimizing the effects of policies and measures on international trade, and social,
. environmental and economic impacts; ‘

3; " Consideration of the specific needs and special situations of the least developed countries;
4. Consideration of issues raised in national submissions including national communications.
Schedule

The expert workshop will be held from 21 to 24 September 1999, in Bonn. The
above-mentioned items will be covered by presentations and discussions related to the developing
country Parties covered in Article 4.8 and 4.9 of the Convention.
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Day 1

* General overview.

Methodologies related to the adverse effects of climate change.

Consideration of the specific needs and special situations of the least developed countries.
Countries with arid and semi-arid areas, forested areas, and areas liable to forest decay.

- Countries with areas liable to drought and desertification.’

Countries with areas of high urban atmospheric pollutxon.

Countries with areas with fragile ecosystems, including mountainous ecosystems.
Land-locked and transit countries.

*  *

LA I R

Day 2

* Small island countries.

* Countries with low-lying coastal areas.

* Countries with areas prone to natural dxsasters

* Methodologies related to impacts of response measures

Day 3

* Minimizing adverse effects of the implementation of response measures on:
- International trade, and social, environmental and economic 1mpacts on developmg country Parties
identified in Article 4.8 and 4.9 of the Convention; : :
- Countries whose economies are highly dependent on income generated from the productlon,
processing and export, and/or on consumptlon of fossil fuels and assoclated energy-mtensxve

products.
Day 4
* Conclusions.
Participation
Relevant international and regional organizations and natiorial e)gperts, includiné from bﬁsihess
associations and non-governmental organizations, will be invited to contribute to the workshop, and to

present papers on the issues under discussion. The secretariat will explore, in consultation with the
invited organizations, what specific contributions they may present at the workshop.
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Annex II

LIST OF DOCUMENTS BEFORE‘ THE SUBSIDIARY BODY FOR SCIENTIFIC AND
TECHNOLOGICAL ADVICE AT ITS TENTH SESSION

Documents prepared for the session

FCCC/SBSTA/1999/1

' FCCC/SBSTA/1999/2

FCCC/SBSTA/1999/3

FCCC/SBSTA/1999/4

FCCC/SBSTA/1999/5

* FCCC/SBSTA/1999/INF.1

FCCC/SBSTA/1999/INF J1/Add.1

- FCCC/SBSTA/1999/INF .2

Provisional agenda and annotations. Note by the Executive
Secretary

| Development and transfer of technologies. Progress report

National communications from Parties included in Annex I to the
Convention. Review process related to greenhouse gas
inventories. Elements of a review process

Methodological issues. Information on impacts, adaptation and
mitigation assessment methods

Methodological issues. Land-use, land-use change and forestry
(decision 1/CP.3, paragraph 5(a)). List of policy and
procedural issues associated with Article 3.3 and 3.4 of the
Kyoto Protocol

National communications from Parties included in Annex I to the

Convention. Guidelines for the preparation of national

communications. Report on the workshop on methodological
issues related to greenhouse gas inventories

National communications from Parties included in Annex I to the
Convention. Guidelines for the preparation of national
commumcatlons Report on the workshop on methodological
issues related to greenhouse gas inventories. Addendum. Draft
revised text of the UNFCCC guidelines for reporting inventory
data by Annex I Parties -

National oommumcatlons from Partles included in Annex I to the

" Convention. Guidelines for the preparation of national

communications. Comparison of greenhouse gas inventories
submitted by Parties using own national methodologies with
those obtained using the IPCC default methodologies -
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FCCC/SBSTA/1999/INF.3

FCCC/SBSTA/1999/INF .4

FCCC/SBSTA/1999/INF.5

FCCC/SBSTA/1999/MISC.1

FCCC/SBSTA/ 1999/MISC 2
and Add.1

FCCC/SBSTA/1999/MISC.3
and Add.1 and Corr.1 ‘

FCCC/SBSTA/1999/MISC.4

| FCCC/SBSTA/19499/MISC.5'

and Add.1-3

FCCC/SBSTA/1999/L.1

Methodolég:i‘éal issues. Land-use, land-use change: and
- considered at the second SBSTA workshop on land-use, land-

3.3 and 3.4 of the Kyoto Protocol

- by the delegation of Iceland. . Submissions from Parties
 National comfilunications from Parties included in Annex I to the

~ Convention. Review process related to greenhouse gas
inventories. Submissions from Parties

~ questions listed in the annex to decision 4/CP.4 should be

National communications from Parties included in Annex I to the
Convention. Guidelines for the preparation of national
communications. Effects of recalculation of the greenhouse gas
inventories of the base and subsequent years on assigned
amounts and on emission limitation and reduction commitments
of Annex I Parties

Methodological issues. Emissions resulting from fuel used for

~international transportation. Information on emissions resulting

from fuel sold to ships or aircraft engaged in international
transport

Methodolegical issues. Land-use, land-use change and forestry
(decision 1/CP.3, paragraph 5). Report on the second SBSTA

workshop on land-use, land-use change and foreslry related to
the Kyoto Protocol

Article 6 of t}ie Convention: Education, training and public
awareness. Submissions from Parties
forestry (decision 1/CP.3, paragraph 5(a)). Issuestobe:

use change and forestry. Submissions from Parties on Article

Methodblogical issues. Analyses of the information provided

Development and transfer of technologles PrOJects and
programmes incorporating cooperative approaches to the
transfer of technologies and responses on how the issues and

addressed, as well as suggestions for additional issues and
questions. Submissions from Parties

Draft report of the Subsidiary Body for Scientific and
Technologicgl Advice on its tenth session
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FCCC/SBSTA/1999/L.3

FCCC/SBSTA/1999/L.4
FCCC/SBSTA/1999/L.5
and Add.1
FCCC/SBSTA/1999/L.6
FCCC/SBSTA/1999/L.7
FCCC/SBSTA/1999/L.8
FCCC/SBSTA/1999/L.9.
- FCCC/SBSTA/1999/L.10

FCCC/SBSTA/1999/CRP.1

FCCC/SB/1999/1

~ FCCC/SB/1999/1/Add.1

. FCCC/SB/1999/1/Add.2
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Research and systematic observation

Work programme related to Articles 5, 7 and 8 of the Kyoto

- Protocol

Review process related to greenhouse gas inventories

National communications from Parties included in Annex I
to the Convention: Guidelines for the preparation of national
communications

‘Methodological issues: Other matters
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Emissions resulting from fuel used for international transportatio
Land-use,{land-use change and forestry

Development and transfer of technologies

Implementation of Article 4, paragraphs 8 and 9, of the
Convention (decision 3/CP.3 and Articles 2.3 and 3.14 of the
Kyoto Protocol): programme of work
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revised guidelines for the preparation of national communication

by Parties included in Annex I to the Convention (including part

of the reporting guidelines on inventories)

Report on clarifications, additions and amendments to the
revised guidelines for the preparation of national communication
by Parties included in Annex I to the Convention (including part
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Common reporting format

Report on clarifications, additions and amendments to the
revised guidelines for the preparation of national communication

by Parties included in Annex I to the Convention (including part

I of the reporting guidelines on other issues). Addendum.
Policies and measures and projections, financial resources and
transfer of technology, and other issues
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Protocol). Submissions from Parties

Mechanisms pursuant to Articles 6, 12 and 17 of the Kyoto
Protocol. National communications from Parties not included in
Annex I to the Convention. Submission by a Party

Activities implemented jointly under the pilot phase

Provisional agenda for the joint working group on procedures
and mechanisms relating to compliance under the
Kyoto Protocol

Joint working group on compliance: Work programme on
procedures and mechanisms relating to compliance under the
Kyoto Protocol

‘Report of the joint working group on compliance on its work
during the tenth sessions of the subsidiary bodies

Mechanisms pursuant to Articles 6, 12 and 17 of the Kyoto
Protocol

Other documents for the session

Report of the Conference of the Parties on its fourth session,
held at Buenos Aires from 2 to 14 November 1998. Part One:
Proceedings

Report of the Conference of the Parties on its fourth session,
held at Buenos Aires from 2 to 14 November 1998. Addendum.
Part Two: Action taken by the Conference of the Parties at its
fourth session

Report of thé Subsidiary Body for Scientific and Technological
Advice on its ninth session, Buenos Aires, 3-10 November 1998

Report of the Subsidiary Body for Scientific and Technological
Advice on its eighth session, Bonn, 2-12 June 1998

Report of the Subsidiary Body for Scientific and Technological
Advice on its sixth session, Bonn, 28 July - 5 August 1997

Technical paper: Coastal adaptation technologies
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Documents available for reference only

FCCC/CP/1998/6 ' Development and transfer of technologies (decision 13/CP.1).
Progress report on transfer of technology: draft work
programme o ’

FCCC/CP/1997/7/Add.1 | Report of the Conference of the Parties on its third session, held
at Kyoto from 1 to 11 December 1997. Part Two: Action
taken by the Conference of the Parties at its third session
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) ' held at Geneva from 8 to 19 July 1996. Part Two: Action taken
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FCCC/CP/ 1995/7/Add.1 - Report of the Conference of the Parties on itsy ﬁfst session, held
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SBSTAI/SBI 10
Bonn
| 6/1/99 17:26

CANADA:
AN INTERVENTION ON THE KYOTO MECHANISMS

e Thank you Chairmen. First of all, Canada would like to congratulate the Chair of
~ SBSTA and the Vice Chair of the SBI, for the excellent job they did in managing the
- workshop on the Kyoto Mechanisms. We believe that the workshop represented
important progress in the elaboration of the mechanisms. Particularly in identifying
and informing issues to be addressed under the Mechanisms and the range of
views on those issues.

e My delegation hopes that we can continue in the same spirit here and seek to reach
closure on those technical issues where progress is evident. In our view, the
" technical foundation of the Mechanisms is essential for decisions by the sixth
Conference of the Parties.

o. Wealso récognize and support capacity building efforts on the mechanisms and will
" provide constructive input on the proposal in order to expedite the implementation.

e Chairmen, timely decisions, in parallel, on the Kyoto Mechanisms are critical in
ensuring that the Protocol enters into force in the earliest possible time and are
important in sending the right signals to the private sector.

« For this to occur, the elaboration of the Mechanisms should meet a number of
critical criteria:

e First of all, they should be environmentally credible by developing simple and
" transparent rules for reporting, monitoring, verification and aqoountability.

e Secondly, it is incumbent that the Mechanisms promote the principle of
economic efficiency, based on a competitive market system, in order to
ensure global benefits at lowest possible cost.

e Finally, it will bé critical for'my delegation to ensure that decisions reached
on the Kyoto Mechanisms should not compromise Canada’s sustainable
economic growth and intemational competitiveness.

e ltisin the context of those principles that my delegation would like to take
note of the proposal by the European Union for a quantitative cap on the use
of the Kyoto Mechanisms. Chairmen, Canada would wish to express its



6.

regret that the EU has chosen this time to propose a specnﬁc cap on the use
of the Mechamsms

The crux of the issue is domestic actions and the achievement of the Kyoto
targets. As we have previously stated, it is Canada’s intention to achieve the
majority of our reductions through domestic actions, both for environmental
and economic reasons. We are committed to taking significant domestic
actions in reaching our Kyoto target. ‘

However an internationally binding cap remains unacceptable. First of all, it

~ will complicate domestic implementation dynamics. In addition, a cap on the

Mechanisms could work to limit overseas investments related to technology
transfer and sustainable development, especially through the Clean :

; Development Mechamsm

Allow me to now turn to some other issues on the Mechanisms. In regards to
Parties inscribed under Article 4 of the Kyoto Protocol, it will be important for

‘Canada that rules covering participation in the Kyoto Mechanisms be

elaborated. Including the basis of allocations, as.well as other reportlng,
verification, and accountability requirements. ;

Canada would also note that it is critical to develop an overall compliance -

‘'system that works in concert with the early establishment and |mplementatlon

of the Kyoto Mechamsms

Fmally, Canada would note the importance of ensuring that reductions }

- accrued under the Mechanisms are fully fungible, allowing for trades under

any Mechanism to be used towards Parhes fulfiliment of their Kyoto

~ commitments.

In closing, Chairmen, we have two paths ahead of us. We can either mire

. ourselves in contentious issues, or we can put them aside for now and work

to develop the foundation for credible decisions on the Mechanisms by CoP

Let me assure you that my delegatlon will take the second path and will work
" in a constructive and cooperative spirit over the next two weeks in the

expectation that we can work towards developing a synthesis text that will
serve as a useful basis for ongoing negotiations. Thank you Chairmen.
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A Canadian Intervention on:

Proposed Work Programme on Methodological Issues Related To Articles
5, 7 and 8 of the Kyoto Protocol

e Canada notes the Secretariats’ work and thanks ihem for their hard work in
putting together a detailed work programme proposal focusing on
methodological issues related to Articles 5, 7 and 8.

e Canada agrees that this work is of a priority concern, partlculariy in support
of the smooth implementation of the Kyoto Mechanisms, in particular for
emissions trading.

e However, Canada would appreciate more information on the proposed
structure of the work programme and in particular is interested in further
exploring the proposal for seven clusters. Canada would probably prefer a
more streamlined approach, one which recognizes the many linkages that do
exist between the proposed clusters. Canada also has some questions on
the fiscal implications of such a proposal.

[ e Finally, Canada also notes the assumption of the Secretariat that changes to
current review practices would consistently be in the direction of
“strengthening” current provisions in preparation for the “rigorous” needs of
the Protocol. My delegation would like to advise some caution here. As we
have already stated on the issue of Guidelines for Annex 1 National
Communications, and some other Parties have also indicated is that what is
most important is the development of review guidelines that are realistic in
terms of what can actually be delivered by Parties.
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An Intervention by Canada:

Annex | National Communication Guidelines

e Canadais ready to cooperate in reaching a decision on Annex 1 guidelines,
but notes that substance, not timing, is the most important consideration on
this issue. While Canada could support a possible decision by CoP 5§ on this
issue, it should be recognized that Canada will do so only if its concems
have been fully addressed.

e In respect to the Chair’s Draft Text on the Guidelines for the Preparation of
National Communications by Parties Included in Annex 1 to the Convention,
~ Canada is willing to follow the direction of the Chair on how we can best go
forward. That said, Canada would like to make the following general
comments on the proposed negotiating text.

- e Canada is concemned that the draft decision does not take into account the
concemns expressed by Canada and a number of other Parties at the
workshop held in Bonn in March: namely that Parties’ abilities to report
exhaustively on all areas related to their international climate change
obligations is impractical and beyond the means of most Parties’ budgets.

o More specifically, my delegation would like to strongly recommend that the
language drafted in this decision be consistent with the previous guidelines
_for Annex 1 communications, as found in document AC237/55 and Decision 9
of CoP2. Canada, Mr. Chairman, could not realistically be expected to.
completely fulfill all mandatory elements proposed in the draft decision. We
need to take a step back and ask what is actually achievable and can be
 realistically delivered in an expeditious manner. -

e On inventories, Canada is pleased to see that the importance of national
_greenhouse gas inventories has been recognised, particularly in the decision
to develop a separate set of reporting guidelines. It is our view that the
common reporting format, which consists almost entirely of tables, might only
be useful for simple comparisons of inventory data, and is likely to be
insufficient for use in reviewing and verifying submissions.

e Canada does not agree with the draft guidelines that indicate that only the
common reporting tables need be submitted annually and would prefer to see




the requirement for the submission of an annual inventory report WhICh
would include the common reporting tables. . , :



- otrnd,

Canadian Statement on Land-use, Land-use Change and Forestry
Thank you Mr. Chairman for the opportunity to share Canada'’s views on the
land-use, land-use change and forestry categories. Canada would like to
thank the secretariat and the United States for preparing and hosting a
second workshop on sinks recently held in Indianapolis. Canada considers
these workshops to be extremely useful and looks forward to future
discussions on this important issue.

Canada would also like to thank the secretariat for preparing a note on
policy and procedural issues and a framework for decision making on
adding additional activities for discussion here at SBSTA 10. As you know,

‘Mr. Chairman, Canada considers this issue an important one, and will
_continue to promote the inclusion of all relevant sinks, including agricultural

soils, as a means of meeting our commitments to reduce greenhouse gas
emissions, and protect and enhance our sinks.

While the SR is being written, it is clear that discussions can and should
continue on issues related to land- use, land-use change and forestry. Policy
and procedural issues that deserve consideration by SBSTA while the IPCC
Special Report is underway are those related to establishing criteria and -
guidelines for the inclusion of additional activities, for ensuring consistency
in the treatment of sources and sinks in all provisions. of the Protocol, and in
ensuring confidence that those estimates for which a measure of certainty is
less precise, can, in fact, demonstrate compliance.

Canada will work with Parties to refine the definitions, guidelines and rules
for measuring carbon stock and reforestation, afforestation and
deforestation activities. We will continue to promote the improvement in
methodologies and verification procedures, subject to appropriate treatment
of natural disturbances and guidelines reflecting our concems about the
treatment of forest products. Canada is further committed at these
meetings to working toward guidelines for ensuring that sink activities are
verifiable, transparent, achievable and wherever possible, consistent with
the IPCC guidelines. Recognizing the need for additional methodological
work in this area, Canada urges the SBSTA to give direction to the"IPCC.

Thank you. June 1, 1999



‘Joint Working Group on Compliance (JWG)
Bonn, June 2, 1999

Statement by Canada

Thank you, Mr. Chairman. First of all, Canada would like to express its appreciation for
the Secretariat’s helpful work on synthesis of submissions by Parties, as well as for
providing Parties with background material on compliance procedures.

As you know, Canada has submitted its preliminary views on matters related to
compliance and we will not reiterate them here. Canada also welcomes the submissions
made by other Parties. Our delegation looks forward to building on emerging areas of
convergence and to working within the JWG to develop a workable and effective
compliance system in timely fashion.

As noted by many delegations during Monday’s informal consultations, the JWG’s first
task consists in taking stock of the Protocol’s compliance related elements (such as
relevant obligations and provisions outlining procedural elements of the future
compliance system), in identifying gaps and in determining to what extent these gaps are
being addressed in other groups or to what extent a suitable forum may have to be found.

In Canada’s view, the stock-taking and tracking work is crucial to the JWG’s ultimate
task of ensuring coherent approaches to developing a compliance system for the Protocol.
But it is also important for the more immediate task of developing an effective work
program for the JWG. .

Canada therefore welcomes the Secretariat’s initial approach for the group’s workplan, as
outlined in the provisional agenda (FCCC/SB/1999/CRP.1). Together with the
Secretariat’s synthesis paper, we believe the approach outlined by the Secretariat
provides a helpful approach to structuring our discussions. For the time being, we simply
reiterate that, given the multifaceted nature of the compliance issue, it is crucial that this
group ensure not only tracking of relevant work in other groups, but also effective
information sharing between the groups. We welcome the Secretariat’s thoughts, as well
as the views of other Parties, on how this is best accomplished.

Thank you, Mr. Chairman.
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An Intervention by Canada:

Annex | National Communication Guidelines: Financial and Technology
Transfer

e Thank you Mr. Chairman. We assume that detailed negotiations on the
guidelines for financial and technology transfer will take place in the contact
group established to address Annex 1 National Communication guidelines.

o Canada takes its responsibilities in reporting on financial and technology
seriously. We will take all practical steps in providing as comprehensive a
report on those issues as is possible. However, as we have stated in our
intervention in the SBSTA yesterday, Canada remains concemed that the
draft decision, including those areas covering technology and financial

~ transfer, does not take into account the concerns expressed by Canada and
a number of other Parties at the workshop held in Bonn in March: namely that
Parties’ abilities to report exhaustively on all areas related to their
international climate change obligations is impractical and beyond the means
of most Parties’ budgets.

- - « More specifically, my delegation would like to strongly recommend that the
. language drafted in this decision pe consistent with the previous guidelines
for Annex 1 communications, as found in document AC237/55 and Decision 9
of CoP2. ‘




Canadian Intervention SBSTA 10 (June 1999)
Development and Transfer of Technologies

- Thank you for the opportumty to comment on technology transfer, which is a key obhgatlon
- under the Convention.

Canada continues to hold the view that technology development, diffusion and transfer is critical
to achieving the long-term goals of the Convention and the Kyoto Protocol. Canada is actively
engaged in activities to develop, facilitate, promote and finance the transfer of environmentally
sound technologm to developing countries.

 The transfer of appropnate technology and know-how can take many forms, such as that of
private sector direct investment, trade in technology goods and services, mformanon exchange,
capacxty building and public sector investment.

Canadamamtamstbatthcpnvaiesectmshomdbethemahvehiclc for technology transfer.
Indeed, they own most of the technology to be transferred. To this end we are addressing
technology transfer by working to further engage the private sector.

But the challenge does not end there. There is a requirement for an enabling environment to
facilitate the transfer of private sector technologies. Establishing this environment and the
implementation of innovative enabling activities can lead to increased sustainable technology
diffusion. In this regard we Jook forward to the IPCC special report on technology transfer which,
in addition to providing clarification on concepts related to climate change, will highlight key
options available to governments. Equally, we look forward to the work of the IPCC third
assessment report on the barriers to the transfer of technology.

We would like to compliment the Secretariat for the recent progress report on the development
and transfer of technologies consultative process (FCC/SBSTA/1999/2), as well as the technical
paper on coastal adaptation technologies (FCCC/TP/1999/1). The themes developed in the work
plan for the consultative process are promising and Canada is generally supportive of the
proposed regional workshops. Canada would also like to thank the Secretariat for its work on

identifying the needs of developing countries, which is an important step in identifying appropriate
technologies.

Canada is a strong believer in the win-win potential of the Clean Development Mechanism and
Joint Implementation, and believes that the investments associated with these mechanisms will be
instrumental in the transfer of efficient and effective climate change technologies to non-Annex 1
countries and economies in transition. We are a world leader in developing a number of cutting-
edge technologies in these areas. In addition, Canada has launched an office with a mandate to
facilitate both CDM and JI project partnering.

Facilitating the linkage between investors and project hosts is a key element of Canadian activities
in this area. This is done through, for example, the Technology for Early Action Measures
program (TEAM), which is a public / private sector partnership that capitalizes on the



opportunities for host countries and Canadian companies. Through this program, Canada’s
federal technology departments (including Natural Resources, Industry, Foreign Affairs and
Trade, and Environment) work in partnership with the private sector to facilitate technology
demonstration and diffusion projects around the world. Examples of these pnvate-pubhc projects
include:

1) Energy efficiency demonstration projects in Brazil

- 2) Natural gas vehicle convetsxonmRomamaandPakxstan.

3) Small hydro-electric units in Poland. '

4) Hydro-electric controls in China.

In addition, under its development portfolio, Canada has over 50 climate change technology

- transfer projects underway in Africa, Asia and the Americas. These projects will continue to
involve and complement private sector investment in a co-ordinated regional strategy responding
to developing counlryneeds and focused on areas of particular Canadian capacity and expertise

- with 4 view to maximizing devclopmentalnnpact.Pro;ects covcrarange ofareas mcludmg

encrgycapacxtybuﬂdmg adaptation. .

The development and transfer of technologxw isa key aspect of Canada s climate change efforts.
We look forward to continuing to work with other Parties on this very important issue.
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Canadian Intervention on CoP6

K Canada would like to extend welcome to Minister Alsoqoray. As well, we
thank the Kingdom of the Netherlands for their offer to host CoP6. We
welcome and look forward to the Netherland's Presidency.

¢ Regarding timing of CoP6, we share the views of our colleagues from Japan,
Australia and the US, in terms of the scope of work that lies ahead to make
CoP6 a success in reaching decisions. Next year is going to be very busy, we
need tremendous focus to achieve decisions on the setting of technical
foundations around issues like technology transfer, mechanisms and
compliance, to name only a few.

o Therefore, we must make certain that there is ample opportunity for
. Subsidiary Body discussions in the year 2000. This, of course, may impact
- on dates for CoP6.

¢ Regarding CoP5, we would like to continue working with Mr. Radunsky.
o | must also say that we expect CoP5 to be a key meeting. Our hope is that

the meeting will be one to give guidance for resolution of issues that will
facilitate early entry into force of the Kyoto Protocol.
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May 31 - June 11, 1999

ADMINISTRATIVE AND l-;INANClAL MATTERS
SBl Agenda ltem 10
Delegation of Canada

Mr. Chairman, the Secretariat has presented us with a complex and extensive budget
proposal, in response to an unprecedented situation. Clearly, a lot of thought has gone
into designing the Secretariat's response to Cop 4 decisions. We certainly appreciate
the effort, even if in some cases, we have a rather different vision of what needs to be
putin place.

Like others, our primary concern lies with the size of the budget, both in terms of the
proportional increase as well as the absolute size of projected expenditures.

My delegation recognizes that, par la force des choses, the Secretariat has had to
prepare this budget largely in isolation from Parties.

The result is a rather different vision from our own of how the CoP4 decisions should
be implemented and the implications for the Secretariat from that of my delegation.
For example, there are various proposals for additional personnel in areas where we
had envisioned Parties playing the major role, and the Secretariat a facilitative one.
“Another example, would be the issue of inventories and data collection, where there
are a number of institutions or bodies such as the |IEA and the IPCC who are already
recording this data - our view is that the Secretariat should link up with them instead of
potentially duplicating work. We also have some questions about whether some
activities and posts should be provided, as proposed, by the core budget, rather than
the voluntary trust fund.

Canada recognizes that some small increase in the budget may be necessary to
implement the decisions of CoP4. However, we wish to register that we view the
budgetary requirements for the biennium ahead as specific to the particular decisions
to which they respond. As such, they do not and should not constitute any kind of
precedent or “floor” for subsequent budgetary exercises.

In the view of my delegation, more work is necessary, here in Bonn to generate a
common vision of the how the Secretariat is to respond to certain aspects of the CoP4
decisions, and then come to terms with what the financial implications of this shared
vision might be.



In conclusion on the issue of the budget and level, Mr. Chairman, let us recall that
when the CoP issued the Buenos Aires Action Plan, little or no direction was given by
the Parties as to specific intentions, or to the financial implications of what we were
agreeing to and accordingly, relatively little administrative or financial guidance was
given to the Secretariat. My delegation would submit that financial prudence requires
that we be vigilant to make sure that this does not happen again.

With regard to the carry-over, my delegatlon is sympathetic to the concerns raised by

the United States with regard to providing use of the reserve during the period of
review, but we are flexible on resolution of this matter. We also appreciate the
concerns raised by the USA with regard to coming expeditiously to terms with the
conference services issue and are hopeful that a common sense agreement can be ‘

found here at this session of the subsidiary bodies.

-




National communications from Parties not included in Annex 1 to the
Convention

Intervention by Canada

Thank you Mr. Chairman for the opportunity to share Canada’s views on the process of
consideration of national communications from Parties not included in Annex 1 to the
Convention.

Mr. Chairman, Canada supports the process of consideration of non-Annex 1 national
communications. As is evident in the documentation prepared for this session, national
communications are an important tool in identifying capacity-building needs as well as a
useful information-sharing mechanism. In this respect, Canada also sees the process, as
an important means of identifying technology transfer needs.

The compilation and synthesis report to be prepared by the Secretariat, expected at COP5,
will assist considerably in taking the process of consideration further. It will assist in
soliciting views and identifying concerns of non-Annex 1 Parties and considering ways of
improving subsequent national communications.

Thank you, Mr. Chairman.






SB-10 Bonn, 31 mai-11juin 1999

Réunion entre pays francophones

. Le 9 juin, une réunion entre pays francophones, présidée par le Canada (David Drake)
et la République Centrafricaine (Lambert Gnapelet), a été tenue 2 la salle Liszt de
I’hétel Maritim, site de la réunion SB-10. Deux points figuraient A 1’ordre du jour : le
bilan de la collaboration entre pays francophones et 1’identification d’actions
concretes pour améliorer ce bilan. Les présidents ont exprimé leur reconnaissance a
I’égard de I'IEPF pour la préparation de cet ordre du jour. La réunion a surtout porté
sur les actions concrétes que la communauté francophone devrait mener dans le cadre
des changements climatiques.

. Les délégués se sont félicités du succés qu’ont obtenu les réunions tenues 4 Dakaret &
Abidjan. Le représentant de la France a évoqué les efforts qui ont été entrepris afin
de réaliser les mandats qui ont fait I’objet d*un accord 4 Buenos Aires tout en notant
qu’il restait beaucoup de travail 4 accomplir. Il a rappelé qu’il avait été alors convenu
de tenir une courte réunion des pays francophones immédiatement avant la cinquiéme
- Conférence des Parties et que la France était disposée a ce que cette réunion se tienne
a Paris. Il a également souligné I’'importance de promouvoir les échanges en frangais
et d’assurer une meilleure diffusion de I’information, notamment en mettant les textes
pertinents a la disposition des pays francophones, en créant des « boites de dialogue »
et en ayant recours aux moyens informatiques. A cet égard, il conviendrait
d’envisager davantage de formation en informatique. Les questions relatives a
I’observance (« compliance ») qui soulévent des problémes d’ordre sémantique et
juridique, notamment en raison des différences qui existent entre la « common law »
et le droit civil, devraient également étre examinées de plus prés. Enfin, le
représentant de la France a fait mention de trois ateliers qui sont en préparation,
soient les ateliers sur le transfert de technologie, les articles 4.8 et 4.9 et les politiques
et mesures. Il a indiqué qu’il faudrait faire en sorte que les intéréts des pays

- francophones soient pris en compte. :

. S’agissant de la réunion précédant la CdP-5, M. Gnapelet a indiqué qu’il faudra
songer a fournir 1’assistance financiére nécessaire pour permettre a certains pays d’y
assister. En ce qui concerne les ateliers portant sur le transfert de technologie et sur
les articles 4.8 et 4.9, il faut encore procéder au choix des experts. L’atelier portant
sur les politiques et mesures devra non seulement porter sur les actions prises par les
Parties ne figurant pas a I’annexe I mais également sur I’impact des politiques et
mesures prises par les Parties figurant & I’annexe I sur les Parties ne figurant pas a
I’annexe I. '

. Le président de I’Organe subsidiaire de mise en oeuvre de la Convention (Bakary
Kante), assistant i la réunion en tant que représentant du Sénégal, a évoqué les
programmes relatifs au renforcement des capacités et a 1’adaptation mis en oeuvre par
les Pays-Bas et a exprimé le souhait que I’on profite du prochain Sommet de Moncton



pour lancer des programmes semblables qui pourraient étre gérés dans le cadre de
PIEPF. Il a également proposé, dans le cadre du fonds francais pour I’environnement
mondial, qu’une politique soit établie en vertu de laquelle a qualité égale, il faudrait
donner priorité aux activités/projets dans des pays francophones. Tout au moins, il
conviendrait d’élaborer une politique en vue de donner un « coup de pouce » aux
projets francophones. . : : L

. Lareprésentante du Maroc a souligné que pour étre en mesure de faire un bilan

efficace de la collaboration existant entre pays francophones, il serait utile de - -

. déterminer quel est le nombre de projets qui ont été réalisés ou qui sont en voie de

réalisation entre pays francophones figurant 4 ’annexe I et ceux ne figurant pas a

I’annexe I. A son avis, ce nombre est peut-€tre trés peu élevé. Elle a expriméle
souhait que les pays francophones figurant 3 1’annexe I mettent sur pied un plus grand
nombre de projets qui vont dans le sens de la mise en oeuvre de la Convention,
notamment en ce qui concerne la phase pilote des activités mises en oeuvre
conjointement et le mécanisme pour un développement propre. Elle a également
proposé qu’une liste d’experts francophones dans le domaine des changements
climatiques soit établie afin de renforcer les capacités des pays francophones. De
plus, elle a fait remarquer qu’il n’existe pas de modéle climatique en frangais et que
I’élaboration de tels modeéles a I’échelle régionale serait particuliérement utile. Enfin,
la représentante du Maroc a fait mention de la tenue d’un atelier francophone au
Maroc en février 2000 portant sur le mécanisme pour un développement propre. Les
participants a la réunion ont chaleureusement accueilli la tenue d’un tel atelier . ,

. Se référant a la matrice développement durable/carbone élaborée a Abidjan, le -
representant du Sénégal a indiqué qu’il serait souhaitable que deux ou trois projets

- soient mis en place. 11 s’est également félicité du succes de ’atelier qui s’est tenu 3
Dakar. Toutefois, il a indiqué qu’il faudrait que le secteur privé s’implique
davantage. Il a également souligné qu’il faut continuer a sensibiliser les
parlementaires aux questions relatives aux changements climatiques.

- Compte tenu du fait que presque tout ce qui concerne les changements climatiques se
fait en anglais, il a été proposé de mettre sur pied une équipe d’experts bilingues qui
serait chargée de préparer et de faire circuler immédiatement des rapports quotidiens
sur les travaux en cours lors de futures sessions ou de conférences des Parties, y
compris lors des réunions du G77 et la Chine et du groupe africain. - :

- Lereprésentant des Comores a souligné Pimportance de disposer de documents en
francais avant la tenue de réunions. Il a exprimé le souhait que les séminaires
organisés par les pays francophones soient étendus a ’ensemble des pays .
francophones.

- Pour la représentante du Laos, il n’y a pas suffisamment de contact et d’échange
d’information entre les pays francophones. Elle a proposé que 1’on mette sur pied un
réseau d’échange d’informations qui s’appuierait sur les possibilités offertes par

Pinternet ou le courrier électronique et a insisté sur le besoin d’intensifier ces




échanges avant la tenue des sessions ou des conférences des Parties. Elle a indiqué
que le fonds frangais pour I’environnement mondial pourrait servir 4 financer la mise
sur pied d’un tel réseau. La représentante du Laos a également rappelé que
Pensemble des pays francophones comprend également certains pays d’Asie.

10. En réponse a cette intervention, M. Gnapelet a souligné que 1’Université d’Eté
Francophone offrira une formation a I’internet du 5 au 9 juillet 1999 a St-Etienne en
France et qu’un certain nombre de bourses était disponible. 11 a été suggéré que les
pays francophones figurant a I’annexe I y envoient un délégué.

11. Le représentant du Congo a proposé que la possibilité de stages bilingues soit
examinée. '

12. Le représentant du Burkina Faso a évoqué le fait que les premiéres communications
nationales des pays ne figurant pas a I’annexe I doivent étre présentées d’ici la fin de
I’année. Il a proposé I’organisation d’une session de formation d’une ou deux
semaines a cette fin. En ce qui concemne la cinquiéme Conférence des Parties, il a
proposé que les pays francophones tiennent deux réunions durant la Conférence, soit
une réunion a chaque semaine et que ces réunions portent surtout sur les aspects

- scientifiques et techniques des questions sur lesquelles portent les négotiations.

13. Une représentante du PNUD a proposé que ’organisation qu’elle représente pourrait
envisager d’organiser un atelier francophone sur les communications nationales.

14. M. Drake a conclu cette réunion en notant le large consensus parmi les participants a
la réunion en ce qui concerne les trois réunions qu’il est proposé de tenir autour de la
CdP-5, soient une réunion préparatoire d’un ou deux jours & Paris ainsi que deux
réunions au cours de la Conférence. Il a également recommandé qu’a I’occasion des
réunions des pays francophones en marge de la CdP-5, on dresse un bilan des actions
qui auront été entreprises d’ici 12 ainsi qu’un plan d’actions portant sur des initiatives

* futures. '
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Liste des participants a la réunion

1. Belgique.

2. Bénin

3. Burkina Faso
4. Cameroun. -
5. Canada

6. Comores

7. Congo

8. France

9. Guinée

10. Guinée Bissau
11. Mauritanie
12. Niger .

13. PNUD

14. République Centrafricaine
15. Sénégal

16. Suisse




Liste d’actions possibles

1. Mise sur pied d’un réseau (internet, courrier électronique) en vue
e d’assurer une meilleure diffusion de I’'information
e de mettre les textes pertinents a la disposition des pays francophones avant la
tenue de réunions
2. Tenue de réunions a thémes durant la prochaine Conférence des Parties, notamment
I’examen des problémes d’ordre sémantique et juridique concernant les questions
- relatives 4 ’observance
3. Organisation de deux réunions portant sur les aspects scientifiques et techniques des
négociations qui se tiendront lors de la prochaine Conférence des Parties
4. Participation dans I’organisation des ateliers portant sur le transfert de technologie,
les articles 4.8 et 4.9 et les politiques et mesures (par exemple, choix des experts)
Organisation d’une session de formation sur les premiéres communication nationales
Participation a la réunion de Paris (fin octobre 1999)
e soutien financier
e examen des documents
7. Participation a I’atelier du Maroc sur le mécanisme pour un développement propre
(février 2000)
e soutien financier
e experts
8. Assistance financiére aux pays ne figurant pas a I’annexe I afin qu’ils participent aux
ateliers
9. Détermination du nombre de projets relatifs aux changements climatiques entre pays
francophones (par exemple, lors de la phase pilote des activités de la mise en oeuvre
conjointe)
10. Définition d’une polmque visant a donner priorité, a quahte égale, aux projets dans
des pays francophones
11. Etablissement d’une politique visant 2 promouvoir les projets des pays francophones
12. Lancement de programmes concernant le renforcement des capacités et 1’adaptation
qui pourraient étre gérés par I'lEPF
13. Elaboration et diffusion d’une liste d’experts francophones en changement climatique
14. Mise sur pied d’une équipe d’experts bilingues chargée de la préparation de rapports
quotidiens en frangais sur les négociations (G77, groupe africain) .
15. Recherche et élaboration de modeles chmathues régionaux
16. Sensibilisation et implication du secteur privé (par exemple, transfert de technologxe)
17. Sensibilisation des parlementaires aux questions relatives aux changements
climatiques

o v



SB-10 Bonn, 31 mai-11juin 1999

Réunion entre pays francophones

Veuillez vtrouver‘ ci-joint une premiér‘ekébauche du rapport poftaht sur la ré’u'nion‘ entre
pays francophones qui s’est tenue le 9 juin. Veuillez faire parvenir vos commentaires a
David Drake ou Alain Richer de la délégation canadienne aux adresses suivantes :

David Drake

Directeur 7

Direction des changements climatiques et de I’énergie
Ministére des Affaires étrangéres et du Commerce mternatlonal
Edifice Lester B. Pearson

Tour B, 4i¢éme étage

125, promenade Sussex

Ottawa (Ontario) K1A 0G2

Canada

Tél : (613) 992-6026

Fax : (613) 944-0064

Courrier électronique : david.drake@dfait-maeci.gc.ca

Alain Richer

Conseiller juridique

Direction du droit économique, des océans et de I’environnement
Ministére des Affaires étrangéres et du Commerce international
Edifice Lester B. Pearson

Tour C, 7i¢éme étage

125, promenade Sussex

Ottawa (Ontario) K1A 0G2

Canada '

Tél : (613) 996-4615

Fax : (613) 992-6483 -

Courrier électronique : alain.richer@dfait-maeci.gc.ca






POSITION PAPER OF THE GROUP OF 77 AND CHINA

_ Delivered by Ms. Alison Drayton,
_Head of the Delegation of Guyana

- 10™ Session of the Subsidiary Bodies to the UNFCCC
Bonn, 1 June 1999

Basic_Approach

, _TheGroup of 77 and China reiterates the importance of taking a balanced approach to the

o forthcoming discussions - a balance between the need to continue to implement the Convention

_effectively and the work needed to prepare an eventual entry into force of the Kyoto Protocol.

In view of the very low targets reached under the Kyoto Protocol, the 6roup of 77 and China
considers this approach as particularly important with respect to the discharge of Annex I
responsibilities. Scientific assessments show that now and in the foreseeable future, adverse
effects of climate change will continue to be borne most particularly by developing countries and
the most vulnerable among us. The Group underlines the importance of adaptation and capacity-
building as cross-cutting issues on all agenda items.

_ The 6roup of 77 and China stresses the need for continuity of the inter-governmental process
that Parties to this Convention are undertaking as a treaty body, and as the supreme body of this
Convention. Priority should be accorded to the implementation of the Buenos AiresPlan of Action

_ which contains specific decisions and indicative time-frames. The Group reiterates Decision

~ 1/€P.4 which resolves to demonstrate substantial progress on each of the issues in the Buenos

Aires Plan of Action, in accordance with their respective time-frames.

National Communications

The Group of 77 and China considers national communications as an essential obligation of all
Parties to the Convention. Theircontents, manner of consideration, and timing of submissions must

~ conform to the provisions of the Convention and the decisions taken by the Conference of the
Parties. Annex I communications should inform on the implementation of commitments under the
Convention, in particular as provided for in Article 12.2 and 12.3 of the Convention, on policies and
measures taken to demonstrate that developed countries are taking the lead in modifying longer-
term trends in anthropogenic emissions consistent with the objective of the Convention, and
details of measures taken in accordance with Article 4, para.3, on the provision of new and

" additional financial resources; para. 4 on assistance on meeting costs of adaptation, and para. 5
" ontransfer of technology and enhcmcement of endogenouscapacmesof developmgcoun‘rry Parties.

On non-Annex I Parties' national communications, the guidelines as contained in Decision 10/CP.2,
shall remain valid for the developing country Parties’ national communications, and shall also
continue to serve as policy guidance for the operating entity of the financial mechanism, the Global
Environment Facility. It is of primary importance to the 6roup of 77 and China that the provision
of the agreed full costs of the preparation of non-Annex I initial and subsequent national
communications be met by the operating entity of the financial mechanism, in particular for the
maintenance and enhancement of relevant national capacity, taking into account the guidelines




-adopted by the Conference of the Parties.

- Development and transfer of technologies

The Group of 77 and China underlines the need to move forward in the effective transfer of
technology to developing countries, and the implementation of Decision 4/CP.4 which would ensure
the full participation of developing countries in the consultative process, and strengthening
endogenous capacities and capabilities in developing countries.

Mechanisms of the Kyoto Protocol

The Group of 77 and China reiterates that a common understanding on the mechanisms under
Articles 6, 12 and 17 of the Kyoto Protocol must be reached among the Parties, and that the
nature and scope of the mechanisms must be defined at the outset. Hence, due effort is required
to identify and define the principles for the mechanisms and the other fundamental parameters.
This work must commence soon so that the me’rhodologlcal nnd operational ques‘hons pertmnmg

to the mechomsms can be guided accordmgly

The Group of 77 and China wishes to emphasize the importance of following the Work Programme
on the Mechanisms of the Kyoto Protocol defined in Decision 7/CP.4." These elements must be
addressed with priority to be given to the Clean Development Mechanism.

The Group of 77 and China reaffirms its position that domestic action by the developed countries
should be their primary means of greenhouse gas limitation and reduction. Not until the Kyoto
Protocol has entered into force and domestic compliance measures are undertaken, can these
mechanisms be availed of to meet targets of developed countries. The objective of sustainable
development for developing counfrues in 'rhe CDM can only be defined by fhese counfrues at the

national level.

Articles 4.8 and 4.9 of the Convention

These Articles relate to the serious concerns of all developing countries, in particular the least-

developed countries, arising from adverse effects of climate change and the impacts of the
implementation of response measures. The Group of 77 and China underlines the importance of the
implementation of the Programme of Work contained in Decision 5/CP.4.

Acﬁvitieé Imglemenfed Jointly under fhe'g' ilof phasg

~ The Group of 77 and China abides by Decision 6/CP.4 which decides to continue the pilot phase
to provide all developing countries with the opportunity to enhance their capacity-building, and
all Parties to gain further experience with ALJ. The Group is prepared to begin discussions on the
~ preparations for a review process of the pilot phase at these tenth sessions.

A_dminisfbati\ie ond Financial Matters

The Conference of the Parties, the Subsidiary Bodies, and the Secretariat should function in
accordance with the provisions of the Convention regarding their responsibilities and division of
~ labour. Activities should be undertaken in accordance with decisions of the COP, and guided by the

intergovernmental process of this treaty body. Resources should be focused on supporting




. capacity-building in developing countries and their full participation in the Convention process.

L]
o
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Capacity-buildin

Capacity-building for developing countries is an essential component in the implementation of the
Buenos Aires Plan of Action. The Group of 77 and China stresses that capacity-building must be
accomplished for, by and in developing countries. Transfer of and access to technology, including
information technologyand enhancement of endogenous technologies, and the provision of financial
resources, in particular for the full participation of developing countries in the implementation of
these decisions, are necessary for developing countries to build their institutional and human
capacities.




Group of 77 and China

INITIAL SUBMISSION ON ARTICLE 6 OF THE KYOTO PROTOCOL

© @

©

ARTICLE 6 PROJECTS

Further elaboration will be made on the paragraphs below

Article 6 of the Kyoto Protocol to the Convention has provided that “For the
purpose of meeting its commitments under Article 3, any Party included in Annex
I may transfer or acquire from any other such Party emission reduction units
resulting from projects aimed at reducing anthropogenic emissions...... , provided
that: .
Any such projects has the approval of the Parties involved;

Any such projects provides a reduction in emissions by sources , or an
enhancement of removals by sinks, that is additional to any that would
otherwise occur;

It does not acquire any emission reduction units if it is not in comphance with
its obligations under Article 5 and 7; and

The acquisition of emission reduction units shall be supplemental to domestic
actions for the purpose of meeting commitments under Article 3.” Accordingly,
during COP-4, the G-77 and China submitted relevant Elements, inter alia, on

“Article 6 projects”, as contained in FCCC/CP/1 998/MISC.7/Ad_d.3.

Due to time constraints, the G-77 and China has not yet been able to elaborate its
views on “Article 6 projects”. However, the G-77 and China is of the view that
the following Elements are basic and need to be addressed first, so as to enable the
COP/moP to “further elaborate guidelines for the implementation of this
Article......"(Article 6.2 of the Kyoto Protocol) :

(1) Participation of Parties in Article 6 projects
(2) Supplementarity to domestic actions by the paxtxclpatmg Annex I Parties
(3) Criteria for Article 6 projects

~ (4) Climate change cffectiveness

' (5) Transparency ]
(6) Criteria for project base lines
(7) Acquisition and transfer of emission reduction units (ERUs),

provided for under Article 3.10 and 3.11

(8) Parties’ authorization and involvement of legal entities

(9) Guidelines for monitoring, verification and reporting

(10) Consequences of non-eomphance

(11) Guidelines for review of implementation of Artxcle 6 of the

Kyoto Protocol.




8 June 1999

Group of 77 & China

INITIAL SUBMISSION ON ARTICLE 12 OF THE KYOTO PROTOCOL -
THE CLEAN DEVELOPMENT MECHANISM

- All the paragraphs bellow are subject to further elaboration by the
Group of 77 and Chma

AV~'~'Introduct10n

1. Article 12 of the Kyoto Protocol to the U.N. Framework Convention on Climate Change

(FCCC) has defined a clean development mechanism (CDM) with the following two-fold
purpose (1) to assist developing country Parties in achieving sustainable development and
in contu'butmg to the ultimate objective of the Convention, and (2) to assist developed
country Parties in achieving compliance with part of their quantified emission limitation and
reduction commitments under Arm:le 3, and therefore each CDM project activity should
meet the above two-fold purpose. :

2. Decision 7/CP.4 has stipulated a work programme on the mechanisms of the Kyoto
-~ Protocol, including a list of elements. The programme has given priority to the CDM. The
- CDM must be taken up first for discussion and decision. .

3. This submission is following the format in the earlier submission made i)y the Group of
77 & China on 12 November, 1998: “Initial Work programme on Mechanisms of the Kyoto
Protocol”(FCCC/CP/1998/MISC.7/Add.3). ‘

' Principles

4. ‘The prmcxplas for the CDM and other basic elements must be decided first. These
- principles must be in keeping with Article 3 of the FCCC. These principles for the CDM
are, inter alia: the nature and scope of the mechanisms; equity and transparency;
' supplementarity; climate change effectiveness; institutional framework; capacity-building;
adaptation; compliance; purpose of cdm projects; supplementarity to domestic action for
achieving compliance with reduction commitments under Article 3; compatibility with
sustainable development priorities/strategies; special needs of least-developed countries;
criteria for project eligibility; adaptation; and transparency, non-discrimination, prevention
of distortion of eompctmon. The metbodologmal and Operatlonal quwnons will be guided
o accordmgly




. Nature and Scope of CDM

5. The CDM is a project-based mechanism conceived and introduced in the Protocol with a
two-fold purpose (see paragraph 1). Unlike the other mechanisms provided for in the Kyoto
Protocol, the CDM is the only mechanism of the Protocol which involves the participation in
CDM project activities by both the developed and developing country Parties. Developed
country Parties will fund projects in developing country Parties which will assist sustainable
development. Developed country Parties may involve private and/or public entities for such
funding. In return, the developed country Party, funding the project, will be enabled to meet
part of its emission reduction commitment. The Protocol has made provision for certifying
the emissions reduced from a CDM project. Accordingly, “certified emission reductions”
(CERs) will accrue. The CERs will enable the participating developed country Party to
contribute to compliance with part of its quantified emission limitation and reduction
commltments under Article 3 to the extent permissible under the prmclple of
“supplementarity” to be decided. It must be ensured that “a share of the proceeds from

certified project activities” is used to meet costs of adaptation. For this purpose inter alia, a

~ CDM adaptation fund should be estabhshed.

Equity and tranggarency

6. The principle of equity in the Convention must apply to all aspects of the CDM based on
equitable developmental rights and balanced regional activity. The principle of transparency
must be observed in the design and application of all CDM activities including project
identification and approval, certification and venﬁcatlon, establishment of baselines, and the

operations of the executlve board.

Sugglementarig

7. The design and implementation of the CDM must not in any way oomprormse the
modification of longer-term trends in greenhouse gas anthropogenic emissions and
concentrations. All the mechanisms, including the CDM, must be supplemental to domestic
actions for GHG limitation and reduction. Guidelines on supplementarity must be developed
taking into account Articles 2 and 3.2 of the Kyoto Protocol. Commensurate non-compliance

- processes must be put in place. Developed country access to the CDM mechamsm should be

contingent on sausfacuon of prescribed domsuc effort in fulfillment of commitments under

. Article 3.

’Cli‘mate Change- Effectiveticss .
8. Chmate change effectiveness must be in terms of real, measurable and long-term

benefits related to the mitigation of climate change at the project level.

Institutional Framework

9. The institutions as provided for in Article 12 of the Kyoto Protocol shall follow the
principles and the nature and scope of the CDM. At the same time, it is recognized that the
institutional framework will be based on rcprcsentatxvxty



' Capacity Building

. 10. . Capacity-building is central for ensuring wider participation, and should be
; incorporated in all CDM project activities. Capacity building should include the build-up of
endogenous expertise for identifying technology needs and helping enhance capacities for

: _ assimilation of technology. Developing country Parties will also need to develop capacity in

monitoring, reporting and verifying emissions; and in the design, implementation and

evaluation of CDM project activities. In implementation of the CDM project activities, to

the extent possible, the capacity and capability of developing country Parties at the national,

sub-regional and regional levels, through bilateral and multilateral appraoches should be

explored. At the national level, these approaches should be informed by the widest possible
_participation. |

‘h _Adaptation

" 11. . As provided for and listed in Article 4.8 of the Convention, and Article 12.8 of the
Protocol, developing country Parties that are particularly vulnerable will be assisted to meet
the costs of adaptation. For this purpose, infer alia, a CDM adaptation fund should be
established. The institutional and organizational aspects related to adaptation in the context
~ of certified project activities require elaboration in detail. Developing country Parties should

" . identify adaptation projects for funding, and should follow a process of adaptation options

" identification. Consideration of this aspect should be consistent with ongoing work on

" ‘adaptation under the Convention. Developing country Parties should be assisted with

capacity building at all levels in order to be able to carry out such activities.

Comgliancc‘

.
H

12. Appropriate and effective procedures and mechanisms to determine and to address
cases of non-compliance with the provisions of this Protocol should be established. The
procedures and mechanisms should be underpinned by the principles of the Convention.
These need further elaboration. . .

se of CDM projects

13. Sec paragraph 1, above.
' Supplementarity to domestic action for achievin compliance, etc.

14. The design and implementation of the CDM must not in any way compromise the
modification of longer-term trends -in greenhouse gas anthropogenic emissions and
concentrations. All the mechanisms, including the CDM, must be supplemental to domestic

‘actions for GHG limitation and reduction. Guidelines on supplementarity must be

"developed taking into account Articles 2 and 3.2. of the Kyoto Protocol. -Commensurate
non-compliance processes must be put in place. Developed country Parties’ participation in
CDM project.activities should be contingent on satisfaction of prescribed domestic effort in
fulfillment of commitments under Article 3. This will be further elaborated.



- Sustainable Development priorities

15. Sustainable development priorities are set by‘ national authorities. The pnonttes depend
* upon the specific requirements of a developtng country Party. CDM project activities must

contribute to sustainable development. The devcloptng country Party where the CDM
project activity is proposed to be set up shall be the sole judge for deciding whether that’

project activity meets its nattonal sustamable development objectives and priorities.

Special needs of Jeast develoged countnes

16. The special needs of least developed countries have to be addressed both from the point
of view of identifying their special technology needs and of capacity building. The capacity
building effort should be in the direction of build-up of endogenous expertise for identifying
technology needs and helping enhance capacities for assimilation of technology. Least
developed country Parties need assistance to build up capacity in monitoring, reporting and
verifying emissions; and in the selection, design and evaluation of CDM project activities. -

Ciriteria for Project Eligibility

17. - Eligible project activities, apart from meeting national * sustainable development
priorities, must ensure access to envnonmentally—sound technology needed by the
developing country Party participating in the CDM project activity. Thls will be elaborated '
further. -

Transparency, non-discrimination, prevention of distortion of competition ‘

18. All developing country Parties can participate in CDM project activities® No unilateral
measures for CDM participation should preclude a developing country Party from
participating in any CDM project activity. Transparency should be encouraged in all CDM
project activities, including for project identification, design and implementation; and
verification, monitoring, and reporting, as well as regarding all costs, risks and ltabllmes to
be incurred by the developing country Party. o

“Part of” Annex I Commitments

19. It must be ensured that CDM project activities shall be supplemental to domestic
actions by developed country Parties to meet part of-their quantified emission limitation or
mduction commitments. Further elaboration will be made by the Group.

Additionality criteria in jrolect fundmg

20. Funding for the CDM project shall be addmonal to ODA, GEF and other fmanctal
comxmtments of the developed country Parttes

 Criteria for real, measurable and lon -tctm beneﬁts related to chmate chan : R

21. This issue, which is related to paragraph 8 above, should be addressed by takmg mto
- account the additional reduction in emissions at the CDM project level as against the

5




. baseline of the CDM project activity. The benefits related to a project activity would be

recognized as real if the actual greenhouse gas (GHG) emissions can be shown to be less

. than the project baseline . The benefits would be recognized as measurable if the actual
level of GHG emissions of the project case and the level of GHG emissions in the project
baseline can be established with a reasonable degree of certainty. The benefits of a project
activity would be recognized as long-term if the emission reduction persists over an
‘appropriate period of time taking into account the differences in the life-spans of different
CDM project activities, and bearing in mind Article 2 of the Convention.

Criteria for certification

22, The operational entities to be d&ighated by the COP/moP shall certify the emission
. reductions resulting from each project activity on the basis laid out in Article 12.5 of the
Protocol. Guidelines to carry out the certification should be elaborated.

Criteria for project baseline

23. The establishment of baselines i'or the determination of emissions reduction should be
made on a project-by-project basis. The establishment of the baseline will quantify the level

:‘ . of emissions that most likely would have occurred in the absence -of the certified CDM
' r'project activity. This will be further elaborated.

Definition of the coxi_cept of certiﬁed emissions reductions

24. The Protocol has made provision for certification of the emission reductions resulting
from' each CDM project activity. Accordingly, “certified emission reductions” (CERs) will
accrue to the developed country Party participating in the project activity, to enable that
country to contribute to compliance with quantified emission limitation and reduction
commitments under Article 3. ' :

Systems for independent auditing and veriﬁcation of project activities

25. Independent auditing of project activities may be done by public or private sector
entities not involved in the identification, development or management of the project. There
is need to develop uniform auditing practices. Verification has to be carried out by
independent entities that have had no operational or financial links with the project, and that

‘are fully accountable to COP/moP which shall exercise authority and guidance over all
aspects of the CDM. The composmon of any team should be approved by the deveIOpmg
country Patty paxtxcxpatmg in the CDM project aCtIVlty :

" Format for Reportmg ‘

26. The format for reporting must be in a standardxzed format across all CDM projects.
The reporting requirements should be as sxmple as possxble SO as to enable local human

resources to fulﬁl these requirements.




) Irnglication of Article 12.10 of the Protoco'I

27. SBSTA should be requested to study the unpheatxons of Article 12.10 of the Protocol
and to propose recommendations. Submissions ﬁ'om Parties could be requested by SBSTA

on their views on these implications.

Qutcome of methodolog;cal work on Articles 3.3 and 3 4
- 28. The outcome shall be awalted.

Acquisition of certified emission reduction units

29.  Article 3.12 of the Protocol states: “Any certified emission reductions which a party
acquires from another Party in accordance with the provisions of Article 12 shall be added to

the assigned amount for the acqumng Party.”

Determination of share of grocwds from certlﬁed project activig .f:or ad_agtatlon ‘

30 Developing country Parties that are partlcularly vulnerable, as listed in Article 4.8 of
the Convention, will be assisted to meet the costs of adaptation from, inter alia, a CDM
adaptation fund. The COP/moP of the Protocol shall ensure that a share of the proceeds
from certified project activities is used to cover these costs. Detailed modalities wxll be

required.

: Determination of share of groeeeds from certiﬁed pro]'ect activig for administration

31. The COP/moP shall also ensure that a share of the proceeds from certified pro_)ect
activities is used to cover admmxstratxve expenses for these activities. Detailed modalities -

will be required.

Approval by involved p. arties of sustainable development -

32. The developmg country Party partlc1patmg in the project activity should be the sole
judge for determining whether any CDM pro]ect under consxderatxon meets its sustamable

. dcvelopment requirements. .

" Authority and guidance of the COP

33.  Asstated in Article 7 of the FCCC, the COP is the supreme body of the Convention
which shall keep under regular review the implementation of the Convention and any related
legal instruments that the COP may adopt, such as the Kyoto Protocol.

Accountability of the Executive Board to the COP/moP
34. There shall be full accountability of the executive board to the COP/moP whxch shall
exercrse authority and guidance over all aspects of the CDM.




" Functions of, relationship among and operational procedures of ihe COP, COP/moP, etc.

35. The COP, as stated in paragraph 33 above shall keep under regular review the
implementation of the Protocol. The COP, in implementation of Decision 1/CP.3, started
work on items related to specific provisions of the Kyoto Protocol. Accordingly, the COP
adopted Decisions 5/CP.4 (Implementation of Article 4.8 and 4.9 of the Convention,
decision 3/CP.3 and Articles 2.3 and 3.14 of the Kyoto Protocol); 7/CP.4 on the Work
programme on mechanisms of the Kyoto Protocol; and Decision 8/CP.4 on Preparations for
the first session of the COP/moP. The CDM shall be subject to the authority and guidance of -
the COP/moP and be supervised by an executive board of the CDM. The COP/moP shall
review periodically the implementation of CDM project activities and their geographical
spread, and take appropriate action to promote the principle of equity.

Executive Board - constitution, composition, etc.

36. The executive board shall be fully accountable to the COP/moP. Its composition shall
be on the basis of equitable geographical representation, and it should be functionally small.
Under the authority and guidance of the COP/moP the executive board shall supervise the
CDM, and shall provide guidance for the involvement of private and/or public entities in
CDM project activities.

Guidance regarding involvement of public and/or private entities

37. Patties are rcsponsiblc for the involvement of their private and/or public entities in
CDM gmj ect activities subject to the guidance provided by the executive board.

Operational entities - identiﬁcatioh/desj@aﬁonlaccreditaﬁog, etc.

38. Operational entities to certify emissions reductions resulting from each CDM project
activity shall be designated by the COP/moP.

Responsibility of Parties

39. The Parties participating in the CDM project activities must be responsible at all stages
and in all aspects for the project activity in which they are participating . Any costs, risks or
liabilities that have not been expressly accepted by.the developing country Party before
approval of the CDM project activity shall be assumed to be the responsibility of the
participating developed country Party. L




Group of 77 & China

~ INITIAL SUBMISSION ON ARTICLE 17 OF THE KYOTO PROTOCOL
Further elaboration will be made on the patagr.aphs below
Introduction - |
1.- - The purpose of "emissions trading” under Article 17 of the Kyoto Protocol is to assist
Parties included in Annex B in fulfilling part of their commitments under Article 3. Article 17

states: “Any such trading shall be supplemental to domestic actions for the purpose of meeting
quantified emission limitation and reduction commitments” under that Article. :

Principles )

2. The principles for Article 17 and the other basic elements pertaining'to this article must

- be decided first and formulated accordingly. These principles and basic elements must be in

conformity with Article 3 of the Convention. The methodological and operational issues must be
guided accordingly. Of fundamental importance is the environmental integrity of the system to
'be brought in place under Article 17 and its credibility. It must be ensured that the system does
not have dormant any possibility or potential of freezing or perpetuating existing inequities

* *" between Annex B Parties and developing country Parties. The right to development of
* -* developing countries must not be affected adversely in any way. It is recognized that the Protocol

has not created or bestowed any right, title or entitlement.

Nature and Scope of Article 17

3. Annex B Parties have quantified greenhouse gas (GHG) emission limitation and
- reduction commitments stipulated in Annex B of the Protocol. Annex B Parties, individually or
~ jointly, have to ensure that their aggregate anthropogenic carbon dioxide equivalent emissions of

“ the GHGs listed in Annex A of the Protocol do not exceed their assigned amounts, calculated
pursuant to their quantified emission limitation and reduction commitments inscribed in Annex
B, with a view to reducing their overall emissions of such gases by at least 5 per cent below 1990

levels in the quantified emission limitation and reduction commitment period, from 2008 to
2012. The assigned amount for each such Party, in the commitment period from 2008 to 2012,

_shall be equal to the percentage inscribed for it in Annex B of its aggregate anthropogenic carbon

- dioxide equivalent emissions of the greenhouse gases (GHGs) listed in Annex A of the Protocol

in 1990, or the base year or period determined in accordance with paragraph S of Article 3 of the

Protocol, multiplied by five. If an Annex B Party is able to limit or reduce its GHG emissions

" * over and above its commitment, such excess limitation or reduction can be transferred to any

" other Annex B Party under the provisions of Article 17. Such excess limitation and reduction of

" emissions shall be subtracted from the assigned amount for the transferring Party, and be added

~ " to the assigned amount for the acquiring Party. .




Eligibility

4, Parties included in Annex B shall be eligible to "transfer" or "acquire" part of the

assigned amount, if they:
(@)  arein compliance with Articles 3, 5 and 7 of the Protocol and are responsible for meeting

their commitments under the Protocol;
(b)  are not in violation of the compliance procedures as referred to in Asticle 18 of the

Protocol;
(c) havea transpa:ent national system for registration and verification of such "transfers" and

acqulsmons

&npl_emm

5. The design and implementation of any system under Article 17 must not in any way
compromise the modification of longer-term trends in GHG anthropogenic emissions and
concentrations. Commensurate non-compliance processes must be put in place. Annex B Parties
access to Article 17 should be contingent on satxsfacuon of prmcnbed domestxc cﬁ'oxt in

B fulﬁlmcnt of oommltments under Artxcle 3.

Cllmate Change Eﬂ'ectlvena

6. Any systcm &etabhshed under Article 17 of the Protocol shall contribute to and _bring
about real, measurable and long-texm benefits related to mitigation of climate change. It should
not lead to overall increase in the GHG emxssxons of the developed country Parties. .

Rules

7. The rules to be formulated must conform to the principles. Rules have to determine that
- part of the assigned amount which would be transferable by an Annex B Party to another
acquiring Annex B Party under Article 17. The rules will lay down the conditions which must be
 fulfilled before any such transfers and acquisitions can occur. The rules will ensure that no right,
title or entitlement in any manner gets attached to the assigned amount or any part of the
'asmgned amount Wthh is transfetred or acqmred. o AT

: Modalltles .

« 8.' Any Annex B Pany partlcxpatmg in the systcm to be established under Aticle 17 shall
establish and maintain a transparent national registration of "transfers” and “acquisitions”. Such
information shall be communicated regularly to the Convention Secretariat. Annex B Parties
participating in the transfers and acquisitions of parts of assigned amounts under Article 17 of

 the Protocol, shall include in their national inventory, to be communicated to the Secretariat
-~ under Article 7.1 of the Protocol, information on any part of an assigned amount added to or
- removed from its national registration during the relevant year. If an Annex B Party is in non-
compliance with its commxtments that part of the assigned amount that has been "transferred"
shall be invalidated.
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o MECHANISMS PURSUANT TO ARTICLES 6, 12 AND 17 OF THE KYOTO

S PROTOCOL

- Germany, on behalf of the European Community, its Member States and Bulgaria, Croatia,
Czech Republic, Estonia, Hungary, Latvia, Lithuania, Slovak Republic and Slovenia, welcomes
the synthesis of proposals by Parties on principles, modalities, rules and guidelines for the Kyoto
mechanisms in document FCCC/SB/1999/INF. 2 and its addenda. We are convinced that the
report provides a solid basis for further discussion and we hope that this will facilitate drafting of
a negotiating text for CoP 5 with a view to reaching decisions at CoP 6. A great number of issues
regarding the Kyoto mechanisms have already been discussed. But more has to be done to
enable conclusive decisions to be taken. The EU and other Parties believe that it is now time to
move on from questions and discuss specific suggestions on principles, rules, modalmes,
guidelines and procedures for the mechanisms.

The EU and other Parties put submissions forward for the operation of the mechanisms in
advance of the Bonn workshop which delegations can find in document FCCC/SB/1999/MISC.3.
Since then further elements have been elaborated by the EU and other Parties which you can find
in our revised submissions which we make available together with this Statement. The EU and
other Parties hope that the proposals can serve as an input to discussions amongst all Parties and
‘emphasise that we are also keen to dlscuss the proposals of other Parties. Let me mghlxght the
: followmg elements of our subxmssmn on the Kyoto mechamsms ,

- The EU and other Parties believe that positive developments since CoP 4 on technical issues and
options have taken place. The EU and other Parties are pleased to note the emerging consensus
on the need for a comprehensive compliance system, for strong monitoring and reporting
requirements under Articles 5, 7 and 8 of the Protocol and for effective baselines for the project

based mechanisms. Further work in this field will help to make the mechanisms what they were

intended to be: instruments to foster sustainable development and a cost effective means to meet

the objectives under Article 3 of the Protocol. The EU and other Partxes belxcve that the Kyoto |

mechamsms can prov1de benefits’ for all Pa:txes to the Conventlon. ‘




However, the EU and other Parties strongly believe that domestic action should provide the main -
means of meeting the commitments under Article 3 of the Kyoto Protocol. The principles, rules,
modalities, guidelines and procedures for the Kyoto mechanisms should ensure that they do not
undermine this principle or weaken these commitments. The mechanisms must be supplemental
* to domestic action and not lead to overall-emission reductions being lower than would otherwise
be the case. They must result in real, measurable and long-term emission reductions. For this
purpose a concrete ceiling on the use of the mechanisms has to be deﬁned in quantrtatxve and
qualitative terms based on equitable criteria.

"In the view of the EU and other Parties a properly defined ceiling will encourage Annex B
Parties to develop strong domestic policies and measures in order to modify long term emission
trends, the technological structure, especially long-lived infrastructure, and production and
consumption patterns. Thereby it will also contribute to preparing the path for more ambitious
‘commitments in the second and subsequent commitment periods. Such a ceiling should also
contribite to limiting the displacement of domestic action by "hot air";

The EU and other Parties recognise that there are different ways of approachmg the deﬁmtlon of
supplementarity, taking into account inter alia the uncertainty that still exists on the structure ol
the Kyoto mechanisms. In order to provide a basis for further negotratrons with other Parties
whom we urge to join us in this endeavour, we propose the following definition for a ceiling on

both net acquisitions and net transfers by an Annex B Party for all three Kyoto mechamsms
together' .

- »3

. Net acqu1s1trons must not exceed the hlgher of the followmg altemathes

5 % of its base year— emrssxons multxglxed bL‘S plus its assi jMd amourxt2
. 2 |
. » ~or ' -
50% of: the difference between its annual actual emissions in any year of the period
frorn 1994 to 2002, multiplied by 5,and its assngned amount. -

N Net t:ansfers must not exceed S » | - .

© 5% of: its base year® emissions multrplied by 5 plus its assigned amount. -

HeweVer, the ceiling on net acqirisitiorls and on net transfers can be increased to the extent that
an Annex B Party achieves emission reductions larger than the relevant ceiling 'in the
commitment period through domestic action undertaken after 1993, if demonstrated by the Party

~ in a verifiable manner and sub] ect to the expert review process to be developed under Artwle 8of
. the Kyoto Protocol. - ‘ : : : '

LN

S lor average annuzl emissions in the base penod as provrdcd for in Article 3 paragraph 5 of the Kyoto Protocol
1As dcf'med in Artmlc 3 ofthe Kyoto Protocol. . )




- Furthermore the EU and other Parties reaffirm the need for an early agreement of the CoP on the
determination of the part of the emission limitation and reduction commitment under Article 3
that can be met through certified emission reductions accrumg from CDM pro;ccts in accordance
with Arucle 12.3 (b) of the Kyoto Protocol. :

" The EU and other Parties believe that any Party in transferring or acquiring emission reductions
through Joint Implementatlon, Clean Development mechanism, or Ermsswns Tradmg must meet
- certain eligibility requirements. Each such Party must:

" have ratified the Kyoto Protocol,

e be bound by a compliance system adopted by CoP/MoP, and .

e be in compliance with its rcportmg commitment under Amcle 12 of the Convention.

An Annex I Party shall also be in comphance with its commitments under Articles 5 and 7 of the
Kyoto Protocol as set out in our various submissions.

The EU and other Partles beheve that legal entities may take part in the operation of the Kyoto
mechanisms subject to guidance by and approval of the Pa_rties involved.

The EU and other Parties envisage that the operation of Joint Implementation and the Clean
Development Mechanism could involve a similar two step approach through, first, validation of
projects and, second, certification of emission reductions. Validation will require project

participants to provide specific information on the project activity, and must take place before the
" resulting emission reductions may be certified. Certification of emission reductions will take
place after the emission reductions have occurred and will ensure that the reductions are
additional, real, measurable and long-term. The independence of operational entities will be
crucial in ensuring this. Validating and certifying operational entities shall be institutionally and

economically mdependent from, and not entitled to partxclpate in, the 1dentlﬁcatxon, development
or financing of any project.

In the view of.the EU and other Parties adaptation projects funded under the provision of Article
12.8 -of the Protocol, must be consistent with relevant international agreements and
intcrnatxonally'agreed programmes of action for sustainable development. They shall be country
driven and in conformity with the individual Party’s sustainable development stratcgles and
priorities and shall be unplemcnted in a cost-effective manner.

The EU and other Parties are of the view that an Annex B Party which authorises legal entities to
participate in Emissions Trading under its responsibility must maintain a national system for
accurate monitoring and venﬁcanon and a publxcly accessible nanonal rcglstry recordmg all

T rclevant detaxls s



The further elaboration of a comprehensive, coherent, unified, strong, efficient and eﬁ'ecuve
compliance system is of highest unportance also for the-sound operatxon of the Kyoto
mechanisms. .

The EU and other Parties look forward to receiving other Parties’ views on these principles,
rules, modalities, guidelines and procedures for the Kyoto mechanisms. The EU and other Parties
also look forward to the views of Parties on other relevant issues that have not been addressed in
- this statement, including how sustainable development could best be achieved, baseline
determination, environmental -effectiveness, transparency, -accessibility and verifiability,
technical questions on guidelines on the establishment, maintenance and intemnational
compatibility of national systems, national registries and institutional questions.

Check against delivery




SUBMISSION BY GERMANY ON BEHALF OF THE EUROPEAN
- COMMUNITY, ITS MEMBER STATES AND BULGARIA, CROATIA,
CZECH REPUBLIC, ESTONIA, HUNGARY, LATVIA, LITHUANIA,
POLAND, SLOVAK REPUBLIC AND SLOVENIA
- ON

JOINT IMPLEMENTATION (ART. 6 KP)

With the Buenos Aires Plan of Action, COP 4 has decided on a work programme on the
mechanisms of the Kyoto Protocol with a view to taking a decision on all mechanisms at COP
6. According to Article 6 of the Kyoto Protocol the Conference of the Parties serving as the
meeting of the Parties (COP/MOP) may, at its first session or as soon as practlcable thereafter,
elaborate guidelines for implementing this Article.

The European Community, its Member States and Bulgaria, Croatia, Czech Republic,
Estonia, Hungary, Latvia, Lithuania, Poland, Slovak Republic and Slovenia have prepared a
revised first proposal on guidelines for implementing Article 6, which is hereafter referred to
as Joint Implementation (II) hoping that it can serve as an input for the discussion amongst
all Parties.

The EU and the above Parties recall their position that a concrete ceiling on the use of the
Kyoto mechanisms should be defined in quantitative and qualitative terms based on equitable
criteria. In the view of the EU and the above Parties, a properly defined ceiling will encourage
Annex B Parties to develop strong domestic policies and measures in order to modify long
term emission trends, the technological structure, especially long-lived infrastructure, and
production and consumption patterns. Thereby it will also contribute to preparing the path for
more ambitious commitments in the second and subsequent commitment periods. Such a
ceiling should also contribute to limiting the displacement of domestic action by "hot air".

The above Parties recognise that there are different ways of approaching the definition of
supplementarity, taking into account inter alia the uncertainty that still exists on the structure
of the Kyoto mechanisms. In order to provide a basis for further negotiations with other
Parties whom we urge to join us in this endeavour, we propose a definition for such a ceiling
in para 8 of this submission.

The proposal from the above Parties on guidelines for implementing Article 6 does not yet
cover all of the issues that we believe need to be addressed. We suggest that those issues
dealing with baselines and monitoring be elaborated on in an appendix to these guidelines or
in a separate decision by COP/MOP. Institutional questions, we believe, will have to be
discussed once there is some more common understanding on other basic issues.

To clarify the JI process envisioned by the EU and the above Parties, the following terms in
the set of guidelines shall be understood as follows:

-2-



Verification encompasses ,
1) validation of a JI project: an assessment that a specific project under Art.6 KP meets the

- requirements laid down in the guidelines for JI, in the Kyoto Protocol and in the UNFCCC; .

and — 7 o .
ii) certification of emission reductions: an assessment of how many additional, real,
measurable and long-term emission reductions have resulted from the JI project.

~ The above Parties are looking forward to discussions with other Parties.

- .




Draft Set of Guidelines for Joint Implementation

Para1l )
~ . The following guidelines apply for any project set up under Art. 6 of the Kyoto-Protocol

Para 2 Participation of Parties
1. Parties included in Annex I of the UN Framework Convention on Climate Change
(UNFCCC) shall only transfer or acquire emission reduction units (ERUs) from a project
under Art.6 KP,ifthey = = ;
a) have ratified the KP, :
b) are bound by a compliance regime adopted by COP/MOP,
¢) have not been excluded from participation in JI according to the procedures and
mechanisms under the above mentioned compliance regime, and
d) are in compliance with their commitments under Art. 12 UNFCCC.

2. A Party included in Annex I shall only acquire emission reductions units resulting from
. project activities under Art.6 KP to contribute to compliance with its quantified emission
limitation and reduction commitments under Art. 3 KP, if the Party is in compliance with
its commitments under Art.5 and 7 KP

E K Paré 3 Reﬁponsibility of the Parties

* Legal entities can participate in JI with the approval of the Parties involved in such projects.
Participation of legal entities in projects resulting from Art.6 KP projects does not affect the
responsibility of Parties included in Annex I for the fulfilment of their commitments under the

Para 4 Validation of JI projects

1. Validation is the binding assessment by an independent entity upon request of a project

_participant that a specific project under Art.6 KP meets the requirements laid down
in the guidelines for JI, in the Kyoto Protocol and in the UNFCCC. A project
needs to be validated before emission reductions resulting from that project may be
certified. o

2. Independent entities shall validate the project under Art. 6 KP upon request of a
project participant. Such entities shall be institutionally and economically independent

" from, and not entitled to participate in, the identification, project development or project
financing of any JI project : _

3.A proj::ct shall be validated only if it meets all of the follbwing req&ircmcnt:

" a) The project has the approval of the Parties involved.

~ . b) All legal entities involved in the project demonstrate that they are entitled to participate
" in JI according to para 11 below. '



c) The project participants provide a determination of baselines to the independent entity in
accordance with Appendix A upon which the environmental additionality of the project
is calculated. It must be demonstrated that the emission reductions from the project are
real, measurable and long-term and that the emissions occurring with the project are
lower than the emissions that would have occurred in the absence of the project. The
latter are the baseline for the project and shall be determined accordlng to the guidance

provided for in Appendix A.

d) The project participants provide information to the independent entity on their
procedures for accurate, systematic and periodic momtormg of the project in accordance
w1th the guidance provided for in Appendxx B

¢) Independent entities publish thelr decnswns on the vahdatlon of projects in a suitable
 manner.

" Para 5 Certification of emission reductions
1. Certification is the binding assessment by an independent entity upon request of a project
part1c1pant of how many additional, real, measurable and long-term emission reductions have
resulted from a validated project. The certlﬁcanon process concludes with the issuing of
certificates for these emission reductions.

)

2. Independent entities shall certify the emission reductions resulting from a validated project
upon request of a project participant. Independent entities shall be institutionally and
economically mdependent from, and not entitled to participate m, the 1dent1ﬁcatxon, project

" development or pmject financing of any JI prOJect.

3. Additional emission reductions resulting from a project shall be calculated on the basis of
the baselines set up according to Para 4.3c above. They shall be certified aﬁer they have
occurred, only if

a) a participant _of the project applies for the certification of the enxiésion reductions
resulting from the project during a specific period of time,

b) the project has been validated and continues to meet the requirements under Para 4
above,

~ ¢) all Parties involved are entitled to participate in JI according to Para 2 above,

d) the applicant submits the necessary monitored data proving that
e the project has resulted in additional emxssxon reductlons by sources, or an additional
enhancement of removals by sinks,
e these emission reductions or enhancements of removals by smks are real, measurable
and long-term.

4. Emission reductions shall be denominated in emission reduction units (ERUs). One ERU
shall be equal to one metric ton of CO2 equivalent emissions calculated using the global
warming potentials defined by Decision 2/CP.3 or as subsequently revised in accordance
with Art.5.3 KP.




" 5. Issued certificates shall contain the following information and data:

e the project and the project participants, including the Parties involved;
e the number of emission reduction units that have resulted from the project and their
serial numbers. ‘

6. Each ERU shall have a unique serial number that reflects the project, country of origin, the
year of certification and the certifying independent entity.

7. Independent entities shall inform the applicant on their decision in writing immediately
after the completion of the certification process.

8. Independent entities publish their decisions on the certification of emission reductions in a
suitable manner.

Para 6 Reporting by Parties

1. Parties included in Annex I shall report annually on their projects under Art. 6 within the
framework of their reporting commitments under Art. 7.1 and 7.2 KP. Reporting under JI .
will follow the guidelines to be developed under Art. 7.4 KP. - :

2. Parties involved in JI projects shall also report in their national communications on JI
projects. ‘ ' ; -

Para 7 Transfer and Acquisition of ERUs

1. In accordance with Art. 3.10 KP any ERUs from a verified JI project which a Party
acquires from another Party in accordance with the provisions of Art. 6 KP shall be added
to the assigned amount for the acquiring Party. ‘

2. In accordance with Art. 3.11 KP any ERUs from a verified JI project which a Party
" transfers to another Party in accordance with the provisions of Art. 6 KP shall be subtracted
from the assigned amount for the transferring Party.

Para 8 Supplementarity
Net acquisitions by an Annex B Party for all three Kyoto mechanisms together must not
exceed the higher of the following alteratives:
5 9 of: its base year! emissions multiplied by 5 plus its assigned amount’,
2
_ or
50% of: the difference between its annual actual emissions in any year of the
period from 1994 to 2002, multiplied by 5, and its assigned amount.

Net transfers by an Annex B Party for all three Kyoto mechanisms together must not exceed:
5% of: its base year' emissions multiplied by 5 plus its assigned amount.
2

! or average annual emissions in the base period, as provided for in Article 3 para. 5 of the Kyoto Protocol
2 As defined in Article 3 of the Kyoto Protocol.

-6 -



However, the ceiling on net acquisitions and on net transfers can be increased to the extent
that an Annex B Party achieves emission reductions larger than the relevant ceiling in the
commitment period through domestic action undertaken after 1993, if demonstrated by the
Party in a verifiable manner and subject to the expert review process to be developed under
Article 8 of the Kyoto Protocol

Para 9 COP/MOP
[..]

* Para 10 Independent entities

[--]

Para 11 Legal entities
[-1] '

Para 12 Reporting by institutions involved
(-]

Para 13 Review of these rules
1. COP/MOP shall review the guidelines governing the joint unplementatxon, as setoutin
paras 1-12 above. The first review shall be carried out no later than the year 2012. Further
~ reviews shall be camed out periodically thereafter.

2. Any revision of these guidelines shall take effect in the commitment penods subsequent to
that of their adoptxon

Appendix A
Baselines: {0 be elaborated
Appendix B

‘Monitoring: to be elaborated




SUBMISSION BY GERMANY ON BEHALF OF THE EUROPEAN
COMMUNITY, ITS MEMBER STATES AND BULGARIA, CROATIA,
CZECH REPUBLIC, ESTONIA, HUNGARY, LATVIA, LITHUANIA,
POLAND, SLOVAK REPUBLIC AND SLOVENIA

| ON THE

CLEAN DEVELOPMENT MECHANISM (ART. 12 KP)

With the Buenos Aires Action Plan COP 4 has decided on a work programme on the
mechanisms, with a priority given to the CDM and with a view to taking a decision on all
mechanisms at COP 6. According to Article 12 of the Kyoto Protocol (KP) the Conference of
the Parties serving as the meeting of the Parties (COP/MOP) at its first session shall elaborate
. modalities and procedures for the Clean Development Mechanism (CDM).

In addition to previous papers tabled, the European Community, its Member States and

"Bulgaria, Croatia, Czech Republic, Estonia, Hungary, Latvia, Lithuania, Poland, Slovak
Republic and Slovenia have prepared a revised first proposal on modalities and procedures for
the CDM hoping that it can serve as an input for the discussion amongst all Parties, and in
particular between Parties included in Annex I and Parties not included in Annex L

The EU and the above Parties recall their position that a concrete ceiling on the use of the

-Kyoto mechanisms should be defined in quantitative and qualitative terms based on equitable
criteria. In the view of the above Parties a properly defined ceiling will encourage Annex B
Parties to develop strong domestic policies and measures in order to modify long term

- emission trends, the technological structure, especially long-lived infrastructure, and
production and consumption patterns. Thereby it will also contribute to preparing the path for
more ambitious commitments in the second and subsequent commitment periods. Such a
ceiling should also contribute to limiting the displacement of domestic action by "hot air".

The above Parties recognise that there are different ways of approaching the definition of
supplementarity, taking into account inter alia the uncertainty that still exists on the structure
of the Kyoto mechanisms. In order to provide a basis for further negotiations with other
Parties whom we urge to join us in this endeavour, we propose a definition for such a ceiling
in para 9 of this submission.

Furthermore, the EU and the above Parties reaffirm the need for an early agreement of the -
COP on the determination of the part of the emission limitation and reduction commitment
under Article 3 that can be met through certified emission reductions accruing from CDM
projects in accordance with Article 12.3 (b) of the Kyoto Protocol.



The proposal from the above Parties on modalities and procedures for the CDM does not yet
cover all of the issues that we believe need to be addressed. Therefore a number of places in

this draft proposal have been left blank. -

We suggest that those questions dealing with technical aspects related to baselines,
monitoring and adaptation measures could be elaborated on in an appendix to the draft
modalities and procedures or in a separate decision by COP/MOP. Institutional questions,
including those related to the specific tasks of the Executive Board and operational entities,
we believe, will have to be further discussed once there is some more common understanding
on other basic issues. Issues that the EU and the above Parties would in particular like to
discuss with others are the content of the appendices and the questions included at the end of

the submission.

The EU and the above Parties are lookiﬁg forward to discussions with other Parties.




Draft modalities and procedures for the CDM

Para 1 , , : v
The following modalities and procedures apply for any project activity set up under the Clean
Development Mechanism (CDM) set forth in Art.12 Kyoto Protocol (KP). |

Para 2 Participation of Parties
1. Parties included in Annex I shall only use certified emission reductions to contribute to
compliance and Parties not included in Annex I shall only benefit from project activities
under Art.12 KP, if the Party '
‘a) hasratified the KP, ,
- b) is bound by a compliance regime adopted by COP/MOP,
c) has not been excluded from participation in the CDM according to the procedures and

mechanisms under the above mentioned compliance regime,
.. d) and is in compliance with its commitments under Art.12 UNFCCC.

2. A Party included in Annex I shall only use certified emission reductions resulting from
project activities under Art.12 KP to contribute to compliance with its quantified emission
limitation and reduction commitments under Art. 3 KP, if the Party is in compliance with
its commitments under Art.5 and 7 KP.

~ Para 3 Responsibility of the Parties '
" Private and/or public entities can participate in the CDM with the approval of the Parties

" involved in CDM projects. Participation of private and/or public entities in project activities
under Art.12 KP does not affect the responsibility of Parties included in Annex I for the
fulfillment of their commitments under the KP.

Para 4 Validation of project activities _

1. Validation is the binding assessment by an operational entity upon request of a project
participant that a specific project activity under Art.12 KP meets the requirements laid
down in the rules for the CDM, in the Kyoto Protocol and in the UNFCCC. A project

~ activity needs to be validated before emission reductions resulting from that project activity

may be certified. ’

2. Operational entities shall validate the project activities under Art.12 KP upon request of a
project participant. Operational entities shall be institutionally and economically
independent from, and not entitled to participate in, the identification, project development
or project financing of any CDM project

- 10 -



s e g T 08 R gt N 5w e g s g

PYRpwos

3. A project activity shall be validated only if it meets all of the following requirement::
a) All Pames involved have approved the pro_]ect actw1ty

b) All public and/or private entities involved in the project activity demonstrate that they
are entitled to participate in the CDM according to Para 17.

c) The project participants provide a determination of baselines to the operational entity in
accordance with Appendix A upon which the environmental additionality of the project
activity is calculated. It must be demonstrated that the emission reductions from the
project activity are real, measurable and long-term and that the emissions occurring with
the project activity are lower than the emissions that would have occurred in the absence
of the project activity. The latter are the baseline for the project and shall be determined

 according to the guidance provided for in Appendix A.

d) If public funds are used, the prdject participénts provide information on the funding of
the project activity proving that CDM investment wxll not result ina dlverswn of or
competltlon with ODA and GEF ﬁmdmg

e) The Party not mcluded in Annex I mvolved in the pro;ect actxv1ty conﬁrms in a written
statement how the project activity
M assists that Party in achieving sustainable development taking into account its
economic, environmental and social conditions according to its own pnontles and
needs and the need to minimize adverse environmental, social and economic effects
taking into account existing guidance for sustainable development
N contributes to the ultimate objective of the UNFCCC.

f) The project activity and its results are consistent with all relevant international
agreements relating to sustainable development to which the Partles mvolved area

Party

8) The pro_lect partlcxpants provxde mformatxon to the operatlonal entlty on their procedures ._
for accurate, systematic and periodic monitoring of the project in acoordance with the
guidance provided for in Appendix C.

h) Operatlonal entltxes pubhsh thelr decxsnons on the validation of pro_]ect activitiesin a
suitable manner.

Para 5 Certification of emission reductions

1. Certification is the binding assessment by an operational entity upon request of a project
participant of how many additional, real, measurable and long-term emission reductions
have resulted from a validated project activity. The certification process concludes with the
issuing of certificates for these emission reductions.
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2. Operational entities shall certify the emission reductions resulting from a validated project

activity upon request of a project participant. Operational entities shall be institutionally
and economically independent from, and not entitled to participate in, the identification,
project development or project financing of any CDM project.

. Additional emission reductions resulting from a project activity shall be calculated on the
.. - basis of the baselines set up according to Para 4 (2c) above. They shall be certified after
.- they have occurred, only if

a) a participant of the project activity applies for the certification of the emission
reductions resulting from the project activity during a specific period of time,

b) thc project activity has been validated and contmues to meet the requirements under
Para 4 above,

- c) all Parties involved are entitled to participate in the CDM according to Para 2 above,

d) the applicant submits the necessary monitored data proving that .
o the project activity has re$ulted in emission reductions that are additional to any that
would have occurred in the absence of the project activity,
e these emission reductions are real, measurable and long-term.

Issued certificates shall contain the following information and data:

e the project activity and the project participants, including the Parties mvolved,
o the number of certified emission reductxon umts ‘that have resulted from the project
actxvxty and their serial numbers.

. messxon reductions shall be denominated in emission reduction units. One certified

emission reduction unit shall be equal to one metric ton of CO2 equivalent emissions
calculated using the global warming potentials defined by Decision 2/CP.3 or as
subsequently revised in accordance with Art.53 KP.

. Each \certiﬁed emission reducﬁon unit shall have a ixniquc serial number that reflects the

project activity, country of origin, the year of certification and the ccmfymg operational
entity.

. Operational entities shall inform the applicant on their decision in writing immediately

after the completion of the certification process.

. Operational entities publish their decisions on the certification of emission reductions in a

suitable manner.
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Para 6 Supervision

1.

The operational entities and thelr activities and decxsxons are subject to a supervision by the

. executive board as mandated for by the COP/MOP. -

. The executive board, if mandated for by the COP/MOP, to this Protocol shall carry out

sample checks of the performance of the operational entities and the certification process.
To this end it may designate operational entities not involved in the chosen certification

process.

. The executive board, if mandated for by the COP/MOP, decides indepcndently oron

request of the COP/MOP about which operational entity will be checked upon.

. If the executive board, if mandated for by COP/MOP, concludes that the requirements for

the certification of the emission reductions according to Para 5.2 above have not been
fulfilled, COP/MOP may, upon recommendation of the board, decide that the operational -
entities involved are no longer entitled to certlfy emission reductions-according to Para 5

above.

Para 7 Reporting by Partles

1.

Parties included in Annex I using the CDM shall report annually on their activities under
Art.12 KP within the framework of their reporting commitments under Art.7.1 and 2 KP.
Reporting under the CDM will follow the guidelines to be developed under Art.7.4 KP.

. Parties involved in CDM projects shall report in their national communications on CDM

projects, on how they have assisted non-Annex I Parties in achieving sustainable
development and in contributing to the ultimate objective of the Convention, and how they
have assisted Annex I Parties in achieving compliance with their commitments under Art.3

Para 8 Acquisition of certlﬁed emission reductlon units
In accordance with Art.3.12 KP any certified emission reductions whxch a Party acquires from
another Party in accordance with the provxslons of Art.12 KP shall be added to the assxgned

- amount for the acquiring Party.




Para 9 Supplementarity - -
Net acquisitions by an Annex B Party for all three Kyoto mechamsms togethcr must not

" exceed the hlgher of the followmg altematlves o

5 % of: its base year! emissions multiplied by 5 plus its assxgned amount?,
2
S . or.
50% of: the difference between its annual actual emissions in any year of the
period from 1994 to 2002, multiplied by 5, and its assigned amount.

Net transfers by an Annex B Party for all three Kyoto mechanisms together must not exceed:
- 5% of: its base year' emissions multiplied by 5 plus its a351gned amount.
2 , , .

‘However, the ceiling on net acquisitions and on net transfers can be increased to the extent
that an Annex B Party achieves emission reductions larger than the relevant ceiling in the
commitment period through domestic action undertaken after 1993, if demonstrated by the
Party in a verifiable manner and subject to the expert review process to be developed under
Article 8 of the Kyoto Protocol.

Para 10 Determination of ,,part oi“ accordmg to Art.12 3b KP
-1 - ' = (

Para 11 Share of proceeds

‘1. A share of proceeds from each proj ect activity shall be used to cover administrative
expenses of the CDM as well as to assist developing country Parties that are particularly
vulnerable to the adversc effects of climate change to meet the costs of adaptation.

2. Thc share of proceeds shall be calculated on the basxs of the certified emission reductions
units resulting from each pmject actmty

L]

Para 12 Admlmstratlon :
~ 1. A share of proceeds accordmg to Art.12 8 KP shall be used to cover all admmxstratlve

expenses of the CDM.

2. Administrative expenses of the CDM cover the admmxstranon of thc cxecutlve board and
: ofthcshareofprocwdsforadaptanon. R 5 :

L]

"% or average annual emissions in the base pcnod, as prowdcd for in Aruclc 3 pam 5 of thc Kyoto Protocol
2 As defined in Article 3 of the Kyoto Protocol. : :

- 14 - | .
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Para 13 Adaptation
1. A share of proceeds according to Art.12.8 KP shall be used to assist developing country
Parties that are particularly vulnerable to the adverse effects of climate change to meet the

costs of adaptation.

2. Project activities and measures that help developing country Parties to adapt to the adverse
effects of climate change shall be financed by the share of proceeds, only if they meet the

following requirements:

a) They shall be consistent with all relevant international agreements and internationally
agreed programmes of action for sustainable development.

b) They shall be country-driven and in conformity with the national strategies and priorities
for sustainable development of the Parties concerned.

c¢) They shall be implemented in a cost-effective manner.

[-]

3. Adaptation project activities and measures to be implemented under Art.12.8 KP shall be
guided by information from national communications and the three stage approach as set
out in Dec. 11/CP.1 and on the guidance provided for in Appendix B.

4. The share of proceeds for adaptation projects shall be channelled through an existing
international institution to be determined by COP/MOP.

5. The allocation of the share of proceeds for adaptation projects shall be reviewed by
COP/MOP five years after the adoption of these modalities and procedures.

Para 14 Implementation of Art.12.10 KP

Project activities generating emission reductions between the year 2000 and the date of
adoption of the modalities and procedures for the CDM may be validated and emission
reductions resulting from these validated project activities may be certified, provided the
project activities and emission reductions comply with the agreed set of rules for the CDM.

Para 15 COP/MOP
The CDM shall be subject to the authority and guidance of COP/MOP in accordance with

Art.12.4 KP. COP/MOP shall, inter alia,

B determine the part of the quantified emission limitation and reductions commitments
under Art. 3 KP which Parties included in Annex I can meet through certified emission
reductions from CDM projects in accordance with Art.12.3b KP,

W designate the operational entities in accordance with Art.12.5 KP,

M elaborate modalities and procedures with the objective of ensuring transparency,
efficiency and accountability through independent auditing and verification of project
‘activities in accordance with Art.12.7 KP,
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W ensure that a share of proceeds from certified project activities is used to cover
administrative expenses as well as to assist developing country Parties that are
particularly vulnerable to the adverse effects of climate change to meet the costs of
adaptation in accordance with Art.12.8 KP,

M decide which institutions shall carry out which functlons under the CDM.

Para 16 Executive Board

1.

7.

In order to supervise the CDM under the authority and guidance of COP/MOP in
accordance with Art.12.4 KP, the Executive Board of the CDM shall carry out all
instructions and all other functions assigned to it by COP/MOP.

. Within this framework the Executive Board shall supervise project activities under Art.12

KP to ensure that these are in conformity with the UNFCCC, the Kyoto Protocol and all
relevant decisions by COP/MOP.

The Executive Board shall report on its operations to each session of COP/MOP.

. Insofar authorised by COP/MOP, the Executive Board shall provide guidance for
- participants as set out in Art.12.9 KP. :

. The Executive Board may assign certain functions to other institutions under Art.12 KP

within the framework provided for by COP/MOP.

. The Executive Board shall consist of [...] members. It shall be constituted so as to deal

efficiently, effectively and transparently with its responsibilities on the basis of decisions
taken by the COP/MOP.

The Secretariat of the UNFCCC may within its functions outlined in Art. 8 UNFCCC
support the Executive Board as necessary.

[-]

Para 17 Operational entities
Entities shall be designated as operational entities only if they meet the following
requirements:

1.

They shall provide for the necessary expertise and the necessary means to validate project
activities according to Para 4 above and to certify emission reductions according to Para 5
above and to carry out sample checks if mandated for according to Para 6.2 above.

. They shall work in a credible, independent, non-discriminatory and transparent manner and

ensure, where appropriate, that the certification is based on internationally agreed
standards.

. Guidelines on the implementation of Para 17.1 and 17.2 above shall be adopted by

COP/MOP.
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Para 18 Private and/or public entities
[-]

Para 19 Reporting by institutions involved

L]

Para 20 Review :
1. COP/MOP shall review these modalities and procedures five years after their adoption and

periodically thereafter.

2. Any revision of these modalities and procedures will not have an impact on emission
reductions already certified.

Appendix A

Baselines: [fo be elaborated]

Appendix B

Adaptation measures: [fo be elaborated]

Appendix C

Monitoring: [to be elaborated]
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Further points for discussion

This proposal does not cover all of the issues that the EU and Bulgaria, Croatia, Czech
Republic, Estonia, Hungary, Latvia, Lithuania, Poland, Slovak Republic and Slovenia believe
need to be addressed. We are looking forward to a fruitful discussion also on the following
questions:

1. Definition of part under Art. 12.3 (b):

In accordance with Art 12.3 b, the part of a Party’s quantified emission limitation and
reduction commitments under Art.3 that can be met through CERs in any one commitment
period must be determined by the COP/MOP.

e How should this ,,part” be defined?
e What would be an appropriate level?

2. Baselines
Accurate definitions of baselines must ensure environmental additionality of CDM projects.

What criteria will be required for the determination of baselines?
e Who should be responsible for ensuring the validity of the baseline?
How regularly should baselines be reviewed?

W

. Additionality ‘
How can environmental additionality be ensured?
How can financial additionality be ensured?

4. Share of proceeds

On what basis should the share of proceeds be calculated?

e What portion should be allocated to administrative expenses and adaptation?

e What criteria could be used for the allocation of means for adaptation? How should these
criteria be developed?

5. Institutional arrangements
The identity, role, funding, appointment, accountability, etc. of the Executive Board and
. Operational Entities are important for the operation of the CDM.

e Could validation and certification be carried out by the same operational entity?

6. Sustainable Development
e How can the CDM assist in achieving sustainable development?
¢ How can capacity building be furthered by the CDM?

7. Project Sector Eligibility :
« Which project sectors will be eligible for CDM projects?
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SUBMISSION BY GERMANY ON BEHALF OF THE EUROPEAN
COMMUNITY, ITS MEMBER STATES AND BULGARIA, CROATIA,
CZECH REPUBLIC, ESTONIA, HUNGARY, LATVIA, LITHUANIA,
POLAND, SLOVAK REPUBLIC AND SLOVENIA

ON '

EMISSIONS TRADING (ART. 17 KP)

With the Buenos Aires Plan of Action, COP4 decided on a work programme on the
mechanisms with a view to taking a decision at COPé. According to Article 17 of the Kyoto
Protocol (KP) the Conference of the Parties (COP) shall define the relevant principles,
modalities, rules and guidelines, in particular for verification, reporting and accountability for
emissions trading.

In addition to previous position papers tabled, the European Community, its Member States
and Bulgaria, Croatia, Czech Republic, Estonia, Hungary, Latvia, Lithuania, Poland, Slovak
Republic and Slovenia have prepared a revised first proposal on principles, modalities, rules
and guidelines for emission trading hoping that it can serve as an input for the discussion
amongst all Parties.

The EU and the above Parties recall their position that a concrete ceiling on the use of the
Kyoto mechanisms should be defined in quantitative and qualitative terms based on equitable
criteria. In the view of the EU and the above Parties, a properly defined ceiling will encourage
Annex B Parties to develop strong domestic policies and measures in order to modify long
term emission trends, the technological structure, especially long-lived infrastructure, and

- production and consumption patterns. Thereby it will also contribute to preparing the path for
more ambitious commitments in the second and subsequent commitment periods. Such a
ceiling should also contribute to limiting the displacement of domestic action by "hot air".

The above Parties recognise that there are different ways of approaching the definition of
supplementarity, taking into account inter alia the uncertainty that still exists on the structure
of the Kyoto mechanisms. In order to provide a basis for further negotiations with other
Parties whom we urge to join us in this endeavour we propose a definition for such a ceiling
in para 2 of this submission.

The proposal from the above Parties on principles, modalities, rules and guidelines for
emission trading does not yet cover all of the issues that we believe need to be addressed. We
suggest that those questions dealing monitoring, verification and accountability as well as
national registries could be elaborated on in an appendix to these principles, modalities, rules
and guidelines. :

Different options for compliance provisions are mentioned in para 10 of this paper. We note
that those options are not mutually exclusive and look forward to discussing them with other
Parties. Other issues that we would like to discuss are included.




s,

Draft principles, modalities, rules and guidelines for emissions trading

Paral
The following principles, rules, modalities and guidelines apply for any acquisitions or
transfers of parts of assigned amounts under Art. 17 of the Kyoto Protocol (KP).

Para 2 Supplementarity
Net acquisitions by an Annex B Party for all three Kyoto mechanisms together must not
exceed the higher of the following alternatives:
5 % of: its base year! emissions multiplied by 5 plus its assigned amount?,
2
or
50% of: the difference between its annual actual emissions in any year of the
period from 1994 to 2002, multiplied by 5, and its assigned amount.

Net transfers by an Annex B Party for all three Kyoto mechanisms together must not exceed:
5% of: its base year' emissions multiplied by 5 plus its assigned amount.
2

However, the ceiling on net acquisitions and on net transfers can be increased to the extent
that an Annex B Party achieves emission reductions larger than the relevant ceiling in the
commitment period through domestic action undertaken after 1993, if demonstrated by the
Party in a verifiable manner and subject to the expert review process to be developed under
Article 8 of the Kyoto Protocol.

Para 3 Environmental effectiveness .
Emissions trading shall contribute to the achievement of real and verifiable environmental

" benefits and cost-effectiveness. It should not lead to overall emissions reductions being lower
than would otherwise be the case.

Para 4 Eligibility of Parties to participate in emissions trading

A Party included in Annex B shall be eligible to transfer or acquire any part of an assigned
amount under the provisions of Art. 17 KP, if the Party:

a) has ratified the KP,

b) is bound by a compliance regime adopted by COP/MOP,

¢) has not been excluded from participation in emissions trading according to the procedures
and mechanisms under the compliance regime mentioned above,

d) is in compliance with the provisions of Art. 5 and 7 KP and Art. 12 UNFCCC.

! or average annual emissions in the base penod as provided for in Article 3 paragraph 5 of the Kyoto Protocol.
2 As defined in Article 3 of the Kyoto Protocol.
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Para 5 Authorisation of legal entities
1. A Party included in Annex B may authorise legal entities to participate in emissions trading
under its responsibility, in accordance with the rules set out in paras 6 to 10 below, if the

Party: ’
a) is in compliance with the provisions of para 4 above,

b) has established and maintains a national system for accurate monitoring, verification,
accountability and allocation of parts of assigned amount to any legal entity it chooses to
authorise. Guidelines on the establishment, maintenance and international compatibility of
these national systems are included in Appendix A to these principles, modalities, rules and

guidelines.

. 2. Participation of legal entities in emissions trading under Ast. 17 KP does not affect the

responsibility of the Parties included in Annex B for the fulfilment of their commitments
under the KP.

Para 6 Definition of parts of assigned amount

1. Transfers and acquisitions of any part of an assigned amount (PAA) by a Party or legal
entity that the Party has authorised to participate under its responsibility, shall be denominated
in units of one metric ton of carbon dioxide equivalent calculated using the global warming
potentials defined by decision 2/CP.3 or as subsequently revised in accordance with Art. 5

KP.

2. Each PAA ﬁnit shall be identified by a unique serial number that indicates its Party of
origin and its associated commitment period. )

3. An invalidated PAA unit, as referred to in para 11 belo%v, cannot be used to meet any
Party’s commitment under Art. 3 KP, and cannot be further transferred or acquired.

Para 7 Registries
1. Any Party included in Annex B participating in emissions trading under Art. 17 KP or

‘authorising any legal entity to participate in emissions trading under the provisions of para 5

above, shall establish and maintain a national registry which accurately records all holdings,
transfers, and acquisitions of any part of an assigned amount by the Party and its authorised
legal entities. Information maintained in such a national registry shall be publicly accessible.

2. Guidelines on the establishment, maintenance and international compatibility of national
registries are included in Appendix B to this text.

Para 8 Market mechanisms and Transparency
1. Transfers and acquisitions of part of an assigned amount between Parties may take place
through an exchange. This exchange shall also be open to legal entities.

2. Any Party wishing to transfer or acquire any part of an assigned amount must publish the
amount to be transferred prior to the transfer.

- 21 -




3. The UNFCCC Secretariat shall make information on the Parties that are eligible to
participate in international trade publicly available. Each Party shall maintain a record of
names and contact details of authorised legal entities within its jurisdiction that it authorises to
trade, and such information shall be made available both to the UNFCCC Secretariat and to
the public.

[-]

Para 9 Reporting

1. Any Party participating in emissions trading under Art. 17 KP, or authorising any legal
entity to participate in emissions trading under the provisions of para 5 above, shall include in
its inventory to be submitted to the Secretariat under Art. 7.1 KP, information on any part of
an assigned amount added to or removed from its national registry during the relevant year,
including the serial number for each unit and the Party to which it was transferred or from
which it was acquired.

2. The Secretariat shall include information submitted under para 9.1 above in its annual
compilation and accounting of emissions inventories and assigned amounts under Art. 8 KP.

L]

Para 10 Implementation

If a question of implementation by a Party included in Annex B of the requirements referred
to in these principles, modalities, rules and guidelines is identified in accordance with the
relevant provisions of Art. 8 KP, transfers and acquisitions of parts of assigned amount may
continue to be made after the question has been identified provided that such parts of assigned
amount may not be used by a Party to meet its commitments under Art. 3 KP until any issue
of compliance has been resolved in favour of the Party in question.

Para 11 Options for liability and compliance
Option 1 - Shared liability

If a Party is found to be in non compliance with its commitments under Art. 3 KP, a portion
[x%] of any of its assigned amount that has been transferred to other Parties under the
provisions of Art. 17 KP, shall be invalidated and cannot be used for the purpose of meeting
commitments under Art. 3 KP or further traded. [The portion [x%] to be invalidated shall be
some multiple of the degree of non-compliance. The degree of non-compliance is the
percentage difference between emissions in the commitment period and assigned amount.}

Option 2 - compliance reserve

A portion [x%)] of every transfer under Art. 17 KP shall be placed in a compliance reserve in
which event the units may not be used or traded. The Secretariat, as part of the annual
compilation and accounting of emissions inventories and assigned amounts under Art. 8 KP,
shall include a report of the units deposited in the compliance reserve. At the end of the
commitment period, such units shall be returned to the Party of origin if that Party is in
compliance with its commitments under Art. 3 KP, in which case the units can be transferred
or banked for future commitment periods. If at the end of the commitment period a Party is
not in compliance with its commitments under Art. 3 KP an appropriate number of units
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deposited in the reserve account shall be invalidated in which case they may not be further
used or traded.

Option 3 - “Trigger™

If a question is raised on a Party’s compliance with its commitments under Art. 3 KP and the
Party is subsequently found to be in non compliance, any part of its assigned amount that has
been transferred to other Parties under the provisions of Art. 17 KP after the point in time at
which the question was raised shall be invalidated and cannot be used for the purpose of
meeting commitments under Art. 3 KP, or further traded. Such questions can only be raised in
particular circumstances to be defined. '

(-]

Para 12 Review of these principles, modalities, rules and guidelines

1. The COP shall review the principles, modalities, rules and guidelines governing the
operation of the emissions trading system, as set out in paras 1-11 above. The first review
shall be carried out no later than the year 2012. Further reviews shall be carried out

periodically thereafter.

2. Changes in principles, modalities, rules and guidelines shall take effect in commitment
periods subsequent to that of their adoption. Changes in Parties’ eligibility to trade or
changes pertaining to new entrants that meet the eligibility criteria may occur during the
current commitment period.

Appendix A
Guidelines on the establishment, maintenance and international compatibility of national
systems : to be elaborated

Appendix B

Guidelines on the establishment, maintenance and international compatibility of national
registries: to be elaborated



Further points for discussion

This proposal does not cover all of the issues that the EU and Bulgaria, Croatia, Czech
Republic, Estonia, Hungary, Latvia, Lithuania, Poland, Slovak Republic and Slovenia
believe need to be addressed. We are looking forward to a fruitful discussion also on the

following questions.

1. How can environmental effectiveness be ensured ?

2. How can transparency, accessibility and verifiability be ensured ?
3. Should parts-of the assigned amount units be retired annually ?

4. How can emissions trading serve as an incentive for compliance ?

- 24 -



U.S. INTERVENTION ON THE KyoTo MIECHANISMS
SBSTA/SBI 10
1 June 1999

Mr. Chairman, the United States appreciates the opportunity, at the beginning of our
discussion on the Kyoto mechanisms, to make general observations on the mechanisms
contained in various provisions of the Protocol text, including Articles 4, 6, 12, and 17.
These mechanisms are integral to achieving the environmental benefits of the Kyoto
" Protocol. We look forward to the discussion of crosscutting issues to frame our work and
‘help us make progress on the mechanisms. I would like to make five principal points.

First, the United States recognizes the need for domestic action against climate
change and the strength of feeling many Parties hold in thlS regard. The U.S.isin fact
already taking substantial action at home:

1. Our Climate Change Technology Initiative — combining both voluntary and
regulatory initiatives — is significantly reducing the trajectory of U.S. greenhouse gas
emissions. Last year we won a 25% increase in funding for expanded technology
deployment programs and for programs to develop the next generation of high-
efficiericy automobiles, electric power technologies, and clean industries.

2. This year the President’s budget renews proposals to nearly double existing climate
technology programs, addmg tax incentives for deployment of key climate-friendly
technologies.

3. All across America, we are seeing new initiatives at all levels of government to
change the patterns of suburban sprawl in ways that promise to significantly change
trends in greenhouse gas emissions from transportation.

4. As we carry out existing laws, we are taking advantage of synergies among pollutants
whenever we can. For example, a single regulation issued by the U.S. EPA a little
over a yéar ago to curb the smog-causing emissions from landfills will also cut
methane emissions each year equal to the greenhouse gas output of more than 20
million cars.

5. Finally, the President has proposed to put in place by 2008 the kind of cap-and-trade
program for greenhouse gases that has worked so well against other air pollution
problems in our country. '

In short, we are committed to taking much more action at home — if we stay on the
path charted at Kyoto and move forward under the agreed framework of ambitious targets
and flexible implementation mechanisms. This brings me to my second point.

At the outset of our discussions it is important to remind ourselves of the integral
linkage between the full implementation of all of the Kyoto mechanisms and the
achievability of the ambitious Annex B targets that we adopted in Kyoto. Those targets
are indeed ambitious and a serious initial commitment to protection of our climate
system. In our case, our target of 7% reduction below 1990 levels requires more than a
30% reduction in greenhouse gas emissions below the levels othermse expected during
the 2008-2012 period. .



To be sure, the targets included in the Protocol for the first commitment period
are only a first step in a process that will requnre much more from Annex B, and from the
entire global community, during the coming century. But that does not take away from
the ambitiousness of what we have set for ourselves as the first step. And we must be
careful not to stumble in taking even this first step.

In Kyoto, there was a recognition that the targets agreed to in Annex B would
require the full and timely availability of all of the Kyoto mechanisms. This is as true
today as it was in Kyoto. In this regard the U.S. regrets the proposal of the EU to place a
quantitative and qualitative cap on those mechanisms.

We agreed in Kyoto to a package deal that couples ambitious targets with the
implementation flexibility provided by the Kyoto mechanisms. In our view, the EU
proposal would reopen and unbalance the package of ambitious commitments and
flexible implementation that we all agreed to in Kyoto —

1. By placing artificial ceilings on how much “assigned amount” Parties may acquire

through the mechanisms, and
2. By effectively reopening and diminishing the targets of other Parties.

Moreover, the EU proposal reflects a clear double standard in how it applies to the
EU and to others. If these cap proposals go forward, they will hurt all Parties and they
will hurt the environment. Developing countries would be particular losers, since the
restrictions would force a sharp reduction in new private-sector. resources for sustainable
development through the CDM.

Third, I want to emphasize the great importance the United States places on
assuring rigorous emissions measurement, airtight accounting; and strong compliance
provisions. These are provisions needed for all Parties, whether or not they use the
Kyoto mechanisms, and they are areas where our countries share a strong common
interest. -

We have made significant progress on these issues since we met last year:

1. A very constructive process is underway under the IPCC to improve measurement
methods for all gases and sources. ~

2. VICWS are converging on computenzed systems for ngorously trackmg and reportmg
every Party’s assigned amount .

3. A very positive process is gettmg underway to develop an appropriate comphance
: reglme and



4. A successful UNFCCC workshop has been held on mechanisms that provided expert
advice on all the mechanism issues including the development of baselines associated
with Article 6 and 12 projects.

Progress in these areas will go a long way to assure that the mechanisms will
function in an accountable manner. Many of these issues are primarily technical issues.
They will continue to need our focused attention, but they pose no insurmountable
obstacles. On all of these issues, we are in a position to make real progress by COP-5
later this year, and to complete the needed rules and guidance at COP-6.

Fourth, we believe it is important to draw out the similarities between, Articles 4
and 17. Under the Kyoto Protocol, each Annex B Party is taking on a commitment under
Article 3 to cap its emissions at a particular level, taking into account its differentiated
circumstances, and to measure and report on its total emissions. Taken together, the
Parties” individual commitments will reduce their overall emissions in 2008-2012 by at
least 5 percent below 1990 levels.

Within this framework, Article 4 allows a group of Parties to reallocate their
individual Article 3 commitments while keeping the aggregate of those commitments
unchanged. Likewise, Article 17 allows individual Parties to reallocate their Article 3
commitments while keeping the aggregate of those commitments the same.

The main difference between Articles 4 and 17 is that under Article 4 the
reallocation of Article 3 commitments occurs up front through one set of nation-to-nation
transfers and acquisitions of assigned amounts, while under Article 17 the reallocation
occurs through individual transfers and acquisitions over the course of the commitment
period.

Given these similarities, it seems appropriate to have similar approaches to
verifying actions taken by countries using these two mechanisms. Likewise, it seems
appropriate to have similar approaches to the consequences that come into play in case of
a failure to meet Article 3 commitments. What seems particularly i mapproprlate isto
have restrictions on one mechanism that do not apply to the other. ’ :

Fifth, the U.S. believes that review and verification are critical to insure the
environmental credibility of each of the mechanisms, but their application may differ. In
the case of Articles 4 and 17, review and verification procedures are based on the
integrity of inventories and the transparency and completeness of reporting under Articles
5 and 7. Consequently, for Articles 4 and 17, review and verification activities must be )
focused on overall performance at the national level. In fact, these are fundamentals
needed by all Parties that are subject to targets, whether they use the mechanisms or not.

The CDM, on the other hand, is designed to promote climate-friendly projects in
Parties that do no have either Annex'B targets or Article 5 and 7 obligations. Review and
verification procedures for Article 12 are based on the use of specialized institutions, the
Executive Board and operational entities, and the development of pro_]ect-based



guidelines and procedures that insure the environmental additionality of each and every
project. While these project procedures may take different forms, for example,
developing baselines project-by-project or through more standardized approaches, the
integrity of CDM involves thorough reviews at all institutional levels from operational
entities, to the Executive Board and ultimately by the COP/MOP.

Article 6 projects, which occur only among Annex B Parties, are somewhat of a

~ hybrid. Article 6 requires the investor Party to be in compliance with Articles 5 and 7.

Article 6 projects, moreover, take place in the context of national targets. Each transfer
of credits under Article 6 must be accompanied by a transfer of assigned amount. This
should give the transferring Party an incentive to ensure that any ERUs transferred
correspond to actual emission reductions. In meeting their estimation and reporting
requirements both Parties to a JI project would provide transparency while ensuring that
the transfer of ERUs does not compromise environmental integrity. Further
consideration should be given to how to evaluate project-level additionality in the case
where both Parties do meet their inventory and reporting requirements. In any case, the
procedures and requirements for JI should be built recognizing its unique character.

Mr. Chairman, the United States is eager-to produce as much technical progress as
possible on the mechanisms at this meeting. In this regard we welcome the procedure
suggested by the Secretariat for further work at this session. We note however that the
discussions of registries and liability issues should not be confined to emissions trading.
With this modification in mind, we look forward to a cooperative discussion.

In summary, Mr. Chairman, the Kyoto Mechanisms have similarities and
differences in their implementation, but in each case the procedures for insuring their
environmental credibility will be applied differently. That is not a bad thing -- it isan
opportunity to achieve the maximum environmental benefit by creating incentives to
involve the participation of all Parties, local and regional governments, the business
community and NGOs. Our challenge is to grab this opportunity to create innovative

.mechanisms that will allow us to achieve what we all seek -- the greatest environmental
result. ' ' '

Thank you, Mr. Chairman.



INITIAL VIEWS OF THE G77 AND CHINA ON PROCEDURES AND MECHANISMS
RELATING TO COMPLIANCE UNDER THE KYOTO PROTOCOL

The Group of G77 and China has |denttﬁed the followmg elements relevant to procedures and
mechanism relating to compliance under the Kyoto Protocol. These represent the'initial views of
the Group on this matter and will be developed further as discussions evolve. The list of questions
attached hereto, in addition to those compiled by the Secretariat, will be a useful tool in the
preparation of further submissions. It is envisaged that such submissions made by members of the

. Group of G77 and China on the basis hereof would aid the Group to further develop it's position on
procedures and mechanisms relating to compliance. '

. ELEMENTS

Elements that need to be taken into account in the development of a compllance regime are, inter
alia -

e The objective of the comoliance regime should be in line with the objective of the Convention
and should as a first priority alm at ensuring that the emnssuon reductlon commitments are met
by Annex B Partles

. Acomprehenswe strong, efficient and effective compliance systemis of vital imponance forthe
successful implementation of the Kyoto Protocol and is therefore |mperat1ve for the credibility
and mtegnty of the processes to be developed under the Protocol.

¢ In line with the provisions of the Convention and the Protocol the principle of common but _ .
differentiated responsibility is regarded as a comer stone in the design and lmplementatlon of
the compliance regime: :
m’rr
e Inthe design of the compllance regime due cognizance should . be given to the principle of the . ¢ v
- need for adequate and effective national compliance regimes and enforcement measures in. « pimic i/t ”
Annex B Parties and how these can support and strengthen the intemational reglme o

e The adoptlon of legally binding and quantrﬁed comrnitments and the mtroduc‘uon of the Kyoto

Protocol mechamsms make the development of non-compliance procedures tmperatlve @

. The Protocol must be assessed inits totalrty with a view to identify the essential elements and 2
tools for anticipating, preventmg. g, identifying and responding to non-compliance. '

o Complian_ce rules, procedures and institutions should be such that it would enable theclimate -
change regime to anticipate, prevent, identify and respond to situations of non-compliance.

e The procedures and mechanisms should be effective, fair and equital:le and operate in a Ve
-transparent, timély and efficient manner.

o -Aspects to be considered in the development of the compliance regime are the need for, inter
alia — : .

o theelaborationofrelevantpn’nciples modalities and guidelines for the verification, reporting v~

and accountability under the Protocol’'s mechanisms; .
 the potential application to the Protocol of any MCP adopted under the Conventlon -0



- ® aciitical evaluation of the Convention and the'Protocol's financial ‘mechariism as atmeans.
0 of assessing both the obligations of Annex | Parties, and the adequacy of the mechanism
in assisting non-Annex | Parties to comply with the Protocol. :

Only Parties thatare in compliance with their obligations and are bound by a compliance regime
should be allowed to participate in the Kyoto Protocol mechanisms. -

Binding consequences for non-compliance are essential. Thiswill enhancethe Parties collective
ability to deter non-compliance. . :

Consequences resuiting from nbn-compliance should be proportional and responsive to the
case at hand., . it

In dealing with cases of non-compliance, facilitative as well as enforcement measures should
be employed. i

It may be desirabie'to identify cases and/or acfivities that may-constitute non-compliance.

An indicative list of non-compliance consequences, depending on the cause, type, degree and-
frequency of non-compliance should be devised. These could include inter alia ~ _
* Appropriate assistance, including technical and financial expertise and capacity building;
e Issuing cautions; ° - B o ' - :

* _Suspension of rights, including ability to participate in Article 6, 12 and 17;

* Penalties, including financial penalties for Annex B Parties. .

Financial benalﬁesfesul'ting_ froma non—compliance"procedure should be made available to
meet the cost of adaptation. ' - ~ ‘

If necessary, an.appropriate institution or body may be required to consider each case of non-
compliance.  Relevant procedures and the review process will need to be determined. The -
application of the principle of due process should be fully taken into account. The constitution -
of such .an institution or body shall be based on the principle of-equitable geographical
){ representation. C T S L - L

The benefits of éétablishing procedures for imposing automatic consequences in certain
circumstances to cases of non-compliance should be explored. * T

The compliance re‘giirie will be essential to strengthen the domestic and regional-arrangements
of Annex B Parties. - - g ) 4 T



LIST OF QUESTIONS RELATED TO A COMPLIANCE SYSTEM

Note These questions are submitted to be used in addition to the list of questions in Annex iil of
the Non-Paper by the Secretariat. : ‘

1.

What shouid- be the principles that guide the developmient of the procedures and mechanisms
to implement Article 18 of the Kyoto Protocol?

What procedures and mechanisms under Article 18 entail binding consequences? What are
the implications of “binding consequences” vis-3-vis other consequences of non-compliance

_ and the amendment of the Protocol?-

Should procedures and mechanisms "entailing binding consequences" be adopted concerning

non-compliance with respect to: :

a) “Guidelines” for the national systems for estimating emissions of greenhouse gases and
removals by sinks, which may be established pursuant to Article 5.1; or "guidelines” for the
implementation of Article 6, as provided for in Article 6.2; or "guidelines" for the reporting
-of certain information in national communications, as provided for in Article 7.4?

b) "Modalities, rules and guidelines" adopted pursuant to Article 3.4, conceming how, and
which, additional categories of sinks may be added to those contained in Article 3.3

c) “Modalities and procedures" conceming the Clean Development Mechanisms, which may

- be adopted pursuant to Article 12.77?

d) "Principles, modalities, rules and guidelines® concemlng emlssxons trading, which may be

adopted pursuant to Article 17?

The expert review teams contemplated by Article 8 of the Kyoto Protocol review "information

submitted under Article 7 by each Party included in Annex 1." In this regard -

a) Should we integrate the requirements of Articles 8.3 and 8.5 with the procedures that may
be developed to implement Articles 18, 16, and 19?7 If so, how?

b) Although the expert review teams may provide information relevant to whether an Annex

- | Party is at risk of non-compluance or may not be in compliance, do the teams have
authority to make any determination (initial, prowsuonal or otherw:se) that such Party is in
non-comphance? :

c) Ifthe report of the review team (lssued after the end ofa commltment penod of an Annex

| Party) does not indicateé non-compliance by the Annex | Party with its emissions
limitation/reduction commitment under Article 3 of the Protocol, does that preclude any
Party from being able to raise an issue of non-compliance?
d). Should a review team possess authority to initiate, by its own determmatnon a procedure
“adopted pursuant to Article 18 that could result in binding consequences to a Party?

. €) Should a review team possess authority to initiate, by its own determination,-a procedure

that may be developed to implement Article 16?
Should the idea of "automatic® penalties be‘use_d? If so, in what cases?

‘Should financial penalties be used? If so, in what cases? Elaborate, including a description of
how and for what purposes the proceeds of financial penalties should be used



STATEMENT BY GERMANY
ON BEHALF OF THE EUROPEAN
COMMUNITY AND ITS MEMBER STATES

Bonn, 31 May - 11 June 1999

SBI10- Agendaitem6 .
SBSTA 10 - Agenda item 10

'MATTERS RELATING TO COMPLIANCE UNDER THE KYOTO PROTOCOL

Germany, on behalf of the European Community and its Member States welcomes the
submissions from other Parties on matters relating to compliance under the Kyoto Protocol.
We would also like to thank the secretariat for preparing a working document that includes a
synthesis of the various submissions in order to facilitate the discussion in the Joint Working
Group. Both the submissions and the working document provide an excellent basis for further

discussion and for the development of an effective comphance system as a prerequisite for the
successful implementation of the Protocol.

In two submissions, the EU expressed its views on several issues relating to compliance. We
are convinced that a comprehensive, coherent, unified, strong, efficient and effective
compliance system is essential for the successful implementation and application of the Kyoto

Protocol. We appreciate the opportunity to provide further thoughts and to have a detailed
discussion on that matter. :

1. The EU believes that the primary objective of any compliance system should be the

-prevention of cases of non-compliance from arising. Any compliance system should
thus have as a main objective to help Parties fulfil their obligations under the Protocol.

However, we strongly support a compliance system that makes use of both soft and
hard measures to ensure the full and timely implementation of the Protocol. Both
approaches should be compatible with each other and should take into account the

nature of the obligation and the seriousness of breach and should mclude where
appropriate, elements of automahcxty

The EU would wish a comphance system to be operated by an independent
Compliance Committee of limited size. The members of the Committee should be
experts of recognized competence in relevant fields, such as those of science, socio-
economics and law. They should be elected and should serve in their personal
capac1ty -
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4. We are of the opinion that any compliance system must take into consideration that the
Kyoto Mechanisms play a significant role in implementing the obligations under the
Protocol and that the terms .of eligibility to make use of the mechanisms should be part
of a comprehensive compliance system. :

5. The EU believes that the availability of sufficient and reliable data is crucial to address
cases of possible non-compliance and that the work of the review teams as described
in the Protocol is an essential part of a compliance system.

We consider. it necessary to make best use of the limited time available in order to complete
- the work on a comprehensive compliance system at COP 6. In our view, the Joint Working
Group at this session should start by identifying the compliance-related elements under the
Protocol and by defining its work programme for the process leading up to COP 6 as well as
linkages to the work of other groups. Following this, it should try to develop a common
understanding on the objectives and. principles of a compliance system and should, time
perm.lttmg, then start dlscussmg the elements of that system.

We are aware of having oﬂ'ered our views only on some of the relevant issues reIatmg to
compliance under the Protocol and look forward to receiving other Parties’ views on these
issues and on issues which have not been addressed here.

Check égainst deh'vefy
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SUBSIDIARY BODY FOR SCIENTIFIC AND TECHNOLOGICAL ADVICE
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Bonn, 31 May - 11 June 1999
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SUBSIDIARY BODY FOR IMPLEMENTATION
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REPORT OF THE JOINT WORKING GROUP ON COMPLIANCE
ON ITS WORK DURING THE TENTH SESSIONS OF THE
SUBSIDIARY BODIES

I. OPENING OF THE MEETINGS

1. The meetings of the joint working group on compliance (JWG) were held at the
Hotel Maritim, Bonn from 2 to 10 June 1999. Mr. Espen Ronneberg and Mr. Harald Dovland
presided over the meeting.

2. The Co-Chair of the JWG, Mr. Espen Ronneberg, opened the meeting at the first
meeting, on 2 June 1999. In welcoming the participants, he recalled that the Conference of
the Parties, by its decision 8/CP.4 had established the JWG with the mandate to develop a
comprehensive compliance system. He noted that the group had an important task as the
compliance system will ensure the credibility of, and confidence in, the Kyoto Protocol. He
believed that, despite the complexity of the task, the group should be able to fulfil its task.

3. The JWG agreed to organize its work in the current and subsequent meetings
according to the following agenda, with the understanding that it could be modified, if

needed, in the future.

1. Opening of the meetings.
2. Procedures and mechanisms relating to compliance under the Kyoto Protocol:
(a) Identification of compliance-related elements, including gaps and

suitable forums to address them,;

BNJ.99-233
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) Design of a compliance system,;

(©) Consequences of non-compliance;

(d) Other elements as identified in decision 8/CP.4 and in the progress of
work.

3. Work programme.

4, Report on progress to the Subsidiary Body for Scientific and Technological
Advice (SBSTA) and the Subsidiary Body for Implementation (SBI).

5. Other matters.

II. PROCEDURES AND MECHANISMS RELATING TO
COMPLIANCE UNDER THE KYOTO PROTOCOL
(Agenda item 2)

Proceedings

4. The JWG had an initial exchange of views on procedures and mechanisms relating to
compliance under the Kyoto Protocol, which will be further elaborated, taking into account

all submissions from Parties.

Conclusions

5. The JWG discussed compliance-related elements in the Kyoto Protocol in light of
substantive rules, procedures for addressing compliance and the consequences of
non-compliance. Regarding substantive rules, it was felt that different types of obligations
and rules need to be taken into account in designing a comprehensive compliance system.
With respect to procedures, it identified Articles 8, 16, 18 and 19 of the Kyoto Protocol as
providing elements for the procedures to address compliance issues, but additional procedures
may be needed. It noted that further work is needed to design the consequences of

non-compliance. '

6. The JWG noted that its work is closely linked to that on Articles 5, 7 and 8 as well as
the mechanisms in Articles 6, 12 and 17 of the Kyoto Protocol. The JWG needs to follow the
development of this work and exchange information with the bodies or groups working on
those issues. The Co-Chairs of the JWG could inform the other groups of its work at the joint
meeting of the SBI and SBSTA, and address some common issues.

7. The JWG considered that the objectives of a compliance system, consistent with the
objectives of the Kyoto Protocol, could be to facilitate compliance, prevent non-compliance
or disputes from arising and promote compliance through cooperative means, such as
providing advice to Parties. It was indicated that facilitative and enforcement measures could
be applied in a balanced way. Views were expressed that the objective of a compliance
system could be in line with the objective of the Convention and could as a first priority aim
at ensuring that the emission reduction commitments are met by Annex B Parties. Views



-3-

were also expressed about the principle of common but differentiated responsibility as an
element in the design and implementation of a compliance system under the Kyoto Protocol.

8. The characteristics of a compliance system were discussed. The range of views
expressed included that the system could be strong, coherent, unified, comprehensive, fair
and equitable, efficient, credible and transparent; be based on reasonable certainty and due
process; and respond to different types of obligations. It was also pointed out that domestic
compliance systems could be an efficient means of preventing non-compliance from arising
at the international level.

9. With regard to institutional issues in the design of a compliance procedure under the
Kyoto Protocol, a number of elements were mentioned, including:

(a) Coverage and application;

(b) How this procedure would be triggered;

() Whether an ad hoc or standing body should be established;
(d) Function and mandate;

(e) Composition and expertise.

10.  Different views were expressed as to whether the procedure could operate through one
body or more than one body. Concerns were raised about combining the function of
facilitation and adjudication in a single body. It was mentioned, for example, that the
multilateral consultative process under the Convention, modified if necessary, could be
applied to the Kyoto Protocol. Questions were raised concerning the conclusions of the body
or bodies that may be established under the procedure, for example, whether such conclusions
would be final or whether appeals would be allowed, and the relationship between a body set
up under this procedure and the other bodies of the Kyoto Protocol.

11.  The consequences of non-compliance were also addressed. It was pointed out that
incentives and sanctions could be imposed in a graduated manner, proportionate to the nature
of the obligation and seriousness of the breach, taking into account the cause, type, degree
and frequency of non-compliance. It was mentioned that financial penalties resulting from
non-compliance could be made available to meet costs of adaption. Views were also
expressed that a degree of automatic linkage between certain types of non-compliance and
binding consequences may need to be established.

III. WORK PROGRAMME
(Agenda item 3)

Conclusions

12.  The JWG, having considered a proposal by its Co-Chairs, adopted the following work
programme:

(a) The work of the WG during the eleventh session of the subsidiary bodies
will be organized according to the agenda contained in paragraph 3 of this document, on the
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understanding that additional items, if needed, could be taken up at any time in the future;

(b) The JWG invited Parties to make submissions to the secretariat in response to
questions related to a compliance system contained in annex I to this document, by
1 August 1999, to be made available by the secretariat in a miscellaneous document. Parties
may also wish to address additional issues raised in decision 8/CP.4 to the extent that those
issues are not otherwise covered in their previous submissions;

© The JWG requested the Co-Chairs, supported by the secretariat, to produce a
synthesis of all proposals by Parties to update the non-paper prepared by the secretariat for
the consultation on 31 May 1999 and include elements related to a compliance system under
the Protocol, for consideration by the JWG at its next meeting. The JWG noted that this
document would be available as a late submission for its work during the eleventh session of

the subsidiary bodies;

(@ An informal exchange of views and information will be organized early in
October 1999 by the Co-Chairs of the JWG, with the assistance of the secretariat, based on
the agenda contained in annex II to this document and guided by the views expressed by the
Parties during the tenth sessions of the subsidiary bodies. The purpose will be an informal
exchange of views and information, including an exchange of information related to
experience in other conventions to help Parties obtain a better understanding of a compliance
system needed under the Kyoto Protocol, bearing in mind that this workshop will not be a
forum for negotiation. The Co-Chairs will make an informal factual report, with no
recommendation, on this workshop to the JWG at the eleventh sessions of the subsidiary
bodies. This workshop will be open to Parties and observers under rules 6 and 7 of the draft
rules of procedure, as applied (see FCCC/CP/1996/2), taking into account the importance of
participation of the developing country Parties. Such participation by the developing country
Parties should be facilitated to the extent possible. The JWG urged all Parties in a position to
do so to make voluntary contributions for this purpose.

() The JWG agreed that a workshop on matters related to a compliance system
under the Kyoto Protocol is needed after COP 5 between the eleventh and twelfth sessions of
the subsidiary bodies. The JWG noted that the secretariat would assess its capacity to carry
out the activities requested in the light of the programme budget for 2000-2001 to be
recommended by the SBI for approval by COP 5 and of the overall calendar of meetings and
workshops.

IV. REPORT ON PROGRESS TO THE SUBSIDIARY BODY FOR
SCIENTIFIC AND TECHNOLOGICAL ADVICE AND THE
SUBSIDIARY BODY FOR IMPLEMENTATION

(Agenda item 4)

13. The JWG considered and adopted the draft report on its work. The JWG requested
the Co-Chairs, with the assistance of the secretariat to complete the report, taking into
account the discussions of the JWG, as well as the need for editorial changes.
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V. OTHER MATTERS
(Agenda item 5)

14.  No other matters were raised by Parties under this agenda item.

15.  The Co-Chairs, after thanking all participants for their constructive cooperation,
declared the meetings of the JWG closed.
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Annex I

QUESTIONS RELATED TO A COMPLIANCE SYSTEM
UNDER THE KYOTO PROTOCOL

General issues

1. What should be the objectives and nature of a compliance system?

2. What should be the principles that guide the development of the procedures and
mechanisms to implement Article 18 of the Kyoto Protocol?

3. What types of issue should be addressed under this procedure?

4. How might this procedure differentiate between the timing and character of various
commitments under the Protocol?

5. Should procedures and mechanisms "entailing binding consequences” be adopted
concerning non-compliance with respect to:

(a) "Guidelines" for the national systems for estimating emissions of greenhouse
gases and removals by sinks, which may be established pursuant to Article 5.1; or
"guidelines" for the implementation of Article 6, as provided for in Article 6.2; or
"guidelines" for the reporting of certain information in national communications, as provided

for in Article 7.4?

(b) "Modalities, rules and guidelines" adopted pursuant to Article 3.4, concerning
how, and which, additional categories of sinks may be added to those contained in
Article 3.3?

(© "Modalities and procedures" concerning the clean development mechanisms,
which may be adopted pursuant to Article 12.7? :

(&) "Principles, modalities, rules and guidelines" concemiﬁg emissions trading,
which may be adopted pursuant to Article 17?

6. Is one integrated procedure sufficient or is more than one procedure needed? Is a
separate procedure needed (or sub-procedure within a general procedure) for dealing with
compliance elements of the mechanisms in Articles 6, 12 and 17?

7. What should be the relationship between this procedure and (a) the expert review
process under Article 8 of the Protocol; (b) any procedures and institution established under
Article 13 of the Convention; (c) the procedures under Article 19 of the Protocol?
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8. The expert review teams contemplated in Article 8 of the Kyoto Protocol review
information submitted under Article 7, by each Party included in Annex I. In this regard:

(a) Should we integrate the requirements of Article 8.3 and 8.5 with the
procedures that may be developed to implement Articles 18, 16, and 19? If so, how?

(b) Although the expert review teams may provide information relevant to
whether an Annex I Party is at risk of non-compliance or may not be in compliance, do the
teams have authority to make any determination (initial, provisional, or otherwise) that such
Party is in non-compliance?

(©) If the report of the review team (issued after the end of a commitment period
of.an Annex I Party) does not indicate non-compliance by the Annex I Party with its
emissions limitation and reduction commitment under Article 3 of the Protocol, does that
preclude any Party from being able to raise an issue of non-compliance?

(d) Should a review team possess authority to initiate, by its own determination, a
procedure adopted pursuant to Article 18 that could result in binding consequences to a
Party?

(e) Should a review team possess authority to initiate, by its own determination, a
procedure that may be developed to implement Article 16?

Institutional issues

9. Who should be able to initiate a procedure for determining and addressing non-
compliance with the Protocol?

10.  From what sources may such an institutional arrangement seek, receive or consider
information?

11.  Should such an institutional arrangements be ad hoc or standing in nature?
12.  If itis a standing body, how frequently should it be convened?
13.  What should be the size and composition of such an institutional arrangement?

14.  What expertise should be required of its members and in what capacity should they
serve?

15.  What rules of procedure should govern its operations? How could these best ensure
due process, and the transparency of its operation?
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Issues related to consequences of non-compliance
16.  What role should the Protocol’s other institutions play in (a) the determination of

compliance; (b) the secretariat; (c) the subsidiary bodies; (d) the operating entity of the
financial mechanism; (e) the executive board of the clean development mechanism; (f) the

COP/MOP.

17.  What types of non-compliance should be associated with specific consequences in
advance?

18.  Should the idea of "automatic" penalties be used? If so, in what cases?

19. Should financial penalties be used? If so, in what cases? Elaborate, including a
description of how and for what purposes the proceeds of financial penalties should be used.

20.  What role should this procedure or institutional arrangement have in approving or
reviewing the operation of any “automatic” non-compliance responses provided by the
Protocol or agreed by the COP/MOP?

21. What should be the outcome of the compliance system?

22.  What procedures and mechanisms under Article 18 entail binding consequences?
What are the implications of “binding consequences” vis-a-vis other consequences of non-
compliance, and the amendment of the Protocol?

Other issues

23.  Any other issues related to a compliance system.
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Annex I

Agenda for an informal exchange of views and information

1. Opening of the workshop.

2. Exchange of views and information related to relevant experience in other
conventions.

3. Informal exchange of views on compliance.

4. Other matters.

5. Closing of workshop.
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Annex I

Draft decision proposed by the Group of 77 and China.”

Initial and subsequent national communications from Parties
not included in Annex I to the Convention

The Conference of the Parties
Basing itself on Articles 4.3, 4.7, 12.1 and 10.2 (a) of the Convention,

Reiterating the primary important of the provision of financial and technical support, and
related technology transfer, as a means for capacity-building for the preparations of national
communications,

Recalling its decisions on communications from Parties not included in Annex I to the
Convention, in particular decisions 10/CP.2, 11/CP.2, 2/CP.4, and 12/CP.4,

Underlining paragraph 1 (d) of decision 11/CP.2 which states that the Global Environment
Facility should take into account that the preparation of national communications is a
continuing process,

Underlining also the grave concern of non-Annex I Parties that lack of support for post-
national communication activities has resulted in serious disruption of the implementation of
the Convention at the national level,

Deploring the use of workshops on non-Annex I national communications, outside the
UNFCCC secretariat process, for purposes which are not compatible with the Convention and
contrary to its decisions,

Decides

On guidelines and guidance,

1. that, until full information on the use of these guidelines by all Parties not included in
Annex I is obtained from the compilation and synthesis of initial and second national
communications as called for in decision 12/CP.4, and a decision taken by the Conference of
the Parties to revise these guidelines, the Guidelines for the preparations of initial national
communications by Parties not included in Annex I to the Convention, contained in the

In order to make these submissions available on electronic systems, including the World Wide Web, these
contributions have been electronically scanned and/or retyped. The secretariat has made every effort to ensure
the correct reproduction of the texts as submitted.
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Annex to decision 10/CP.2, shall remain valid, together with the guidance given to the Global
Environment Facility in decision 11/CP.2;

2. that the use of these guidelines shall be the basis of any workshop on non-Annex I
communications to be held for the purpose of responding to the needs of developing countries
for the preparations of their national communications;

3. that, as stated in para. 2 (c) of decision 10/CP.2, non-Annex I Parties which wish to
submit voluntarily additional information may use elements from the guidelines approved for
Parties included in Annex I to the Convention when preparing their initial communications,
and that they may likewise do so when preparing their subsequent national communications;

On timing of submissions of non-Annex I national communications

4. that, given the small number of developing countries which have as yet submitted
their national communications, and given the provision of Article 12.5 stating that the COP
shall take into account the differentiated timetable set by that Article in determining the
frequency of subsequent communications, as well as the timing of the submissions of first
and second national communications from non-Annex I Parties, timetables for submission of
subsequent national communications shall differ for each non-Annex I Party. Full
information from the operating entity of the financial mechanism on the effective availability
of financial resources to the Party, and the timing of the disbursement of these resources to
developing countries for the preparations of their initial and second national communications
would be necessary to the determination of each non-Annex I Party’s timing of submissions,
in accordance with Article 4.3 and Article 12.5 of the Convention;

On financial and technical support

5. that a non-Annex I Group of Experts shall be set up, on the basis of nominations
received from Governments of non-Annex I Parties in order to assess the availability of
financial resources and technical support, to identify gaps, and also for the purposes of
exchange of experiences and information, with the objective of enhancing support to
preparations, and identifying the difficulties encountered by developing countries in the use
of the guidelines, so as to improve the national communications of non-Annex I countries.
This Group shall meet regularly, and be given the necessary resources to do so. Results of
their meetings, and any recommendations from this Group shall be taken into account by the
Subsidiary Bodies in their deliberations, and for any decisions to be taken by the Conference
of the Parties on the national communications from non-Annex I Parties (see Reference);,

6. that the secretariat shall provide the necessary assistance to convene the meetings of
the non-Annex I Experts’ Group for non-Annex I communications, in accordance with
Article 8.2 (c) of the Convention, and as called for in para.. 1 (a) of decision 10/CP.2; and
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On matters related to consideration of non-Annex I national communications

7. that, as provided for in para. 2 (b) of decision 10/CP.2, and para. 1 (c) of decision
12/CP.4, any consideration of matters related to their national communications should take
into account information on the implementation of Articles 4.1, 4.3,4.4.,4.5,4.7, 4.8, 4.9 and
4.10, in the light of the provisions of Article 3;

8. that information as compiled and synthesized by the secretariat on non-Annex I
communications as stated in para. 7 of decision 12/CP.4, should be taken with the relevant
information provided in Annex I Parties’ national communications in order to allow the SBI
to consider the information communicated in accordance with Article 12, para. 1 of the
FCCC, to assess the overall aggregated effect of the steps taken by the Parties in the light of
the latest scientific assessments concerning climate change as provided by the SBSTA in
accordance with Article 9.2 (a) of the FCCC;

9. that this compilation and synthesis shall be accomplished along the lines of the
guidelines contained in decision 10/CP.2, in particular the information to be given in
response to paragraphs 19 to 22 of the Annex to these Guidelines, on the identification of
financial and technological needs;

On the review of the enabling activities of the Global Environment Facility

10.  that the consistency of these enabling activities with the guidelines for the
preparations of initial national communications from Parties not included in Annex I to the
Convention, as contained in decision 10/CP.2, and the guidance to the Global Environment
Facility as contained in decision 11/CP.2, as well as with previous and subsequent guidance
provided by the Conference of the Parties to the Global Environment Facility as an operating
entity of the financial mechanism of the Convention, shall be fully examined and
demonstrated in the review of the enabling activities of the GEF, and

11.  that a report shall be requested from the GEF to the Conference of the Parties on the
results of this review.
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Reference

NON-ANNEX I EXPERT GROUP

STEERING COMMITTEE

Tasks:

1. Define work plan

2. Meet quarterly

3. Define agendas for the expert group meetings

Members: Regional representations (4 per region)
Annex I experts as observers

4 EXPERT GROUP MEETINGS ALONG THEMATIC LINES

Participation: Experts nominated by Parties and selected (if necessary) by the steering
committee

Themes: Greenhouse gas inventory
Vulnerability assessment and adaption options

Abatement issues
Preparation of national communications

Duration: Minimum 7 days

Frequency:  Each thematic group would meet once a year

Number: +50 participants/region

Feedback to the process:

- each thematic meeting would breakdown work in regional working groups

- recommendations and conclusions would be made available to the COP/SBS

- recommendations would have “regional” perspectives/dimensions and where
appropriate “global” perspectives
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Annex Il

Draft decision proposed by the United Kingdom of Great Britain and Northern Ireland
on behalf of the European Community and its member States ™

Proposal for a COP 5-Decision on the Consideration of national communications of
Parties not included in Annex I and guidelines for second national communications
The Conference of the Parties

Noting that the preparation and submission of information under Article 12 of the Convention
is an evolving process;

Having undertaken a preliminary consideration of the first compilation and synthesis report
of communications from Parties not included in Annex I;

A: On consideration of communications of Parties not included in Annex 1
1. Notes

a. with appreciation the wealth of information contained in the national communications
and their usefulness in assisting the deliberation of the COP;

b. the need for further enhancing the quality of information particularly in the following
areas [...];

c. the limited number of communications available for the first compilation and
synthesis report
2. Encourages Parties not included in Annex I which have not yet done so to submit

their initial national communications in accordance with the timetable set out in Art. 12.5 of
the Convention.

3. Requests the secretariat to prepare a second compilation and synthesis report of
communication of Parties not included in Annex I based on communications received by [1*
of June 2000] and make that report available to the Subsidiary Bodies at their 13" session and
to COP 6.

*x

In order to make these submissions available on electronic systems, including the World Wide Web, these
contributions have been electronically scanned and/or retyped. The secretariat has made every effort to ensure
the correct reproduction of the texts as submitted.



4. Decides

a. that each initial national communication submitted by Parties not included in Annex I
should be technically assessed in a facilitative, non-confrontational, open and transparent
manner, on the basis of decision 10/CP.2. The purpose of these assessments is to analyse the
information, in accordance with Art. 12.1 of the FCCC, contained in these communications,

in order to provide

- the COP with accurate, consistent and relevant information to assist it in
carrying out its responsibilities;

- Parties not included in Annex I feedback on ways to improve the quality of
subsequent communications, to identify gaps of information required by the
guidelines for the initial communications and to identify further needs related
to the preparation of communications.

b. that the technical assessments will be organised by the FCCC secretariat and
undertaken by technical experts nominated by Parties. [Details on arrangements,
methodology and scope t.b.d.] The technical assessments may, with the consent of the Parties

concerned, include country-visits;

c. that a first report on the technical assessments of communications submitted by 1°
January 2000 should be made available by the secretariat to the Subsidiary Bodies at their
12" session;

d. that further details on arrangements, methodology and scope will be decided by the
SBI on the basis of experiences gained.

5. Welcomes the initiative of the secretariat together with the GEF and its implementing
agencies to organise workshops and expert group meetings under the National
Communications Support Programme (NCSP) which enable Parties to share experiences and
information with experts from other interested Parties and to identify barriers and problems
encountered in the preparation of communications.

6. Decides that initial communications from Parties not included in Annex I shall be
considered, in the first instance, by the COP at its 6" session on the basis of (a) the
compilation and synthesis reports and (b) the first report on the technical assessments to be
provided by the secretariat

B: On guidelines for the second national communications from Parties not included in

Annex I

6. Affirms that the guidelines for initial national communications of Parties not included
in Annex I, as set out in decision 10/CP.2 and its Annex, remain valid for all such initial
communications.
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7. Decides to adopt at its 6™ session guidelines for the second national communications
of Parties not included in Annex L.

8. Requests the secretariat in cooperation with the GEF to prepare reports for the
Subsidiary Bodies at their 12" session

(a) on the application of guidelines for the preparation of initial national
communications from Parties not included in Annex I with a view to further
enhancing the accuracy, completeness, comparability and focus of national
communications. This report should, inter alia, draw upon the information
contained in the technical assessments of national communications and the
conclusions drawn from the workshops and meetings under the NCSP;

(b)  on the GEF review of the support for initial national communications, in order
to facilitate the decision by COP 6 on the guidance to the GEF on the support
to national communications of Parties not included in Annex I for the
preparation of second national communication, on the basis of the enhanced
guidelines decided by COP 6.

0. Requests Parties not included in Annex I which are not least developed countries and
which have submitted initial national communications to submit an annual greenhouse gas
inventory update by the end of April each year.

10. Welcomes the steps undertaken by the GEF to operationalize and implement the
guidance to the operating entity of the financial mechanism provided by the COP at its 4™
session.

11. Urges the Intergovernmental Panel on Climate Change (IPCC) Inventory Task Force
to give high priority to the development of a work plan to prepare a comprehensive database
on emission factors, by region and technology, and to coordinate with the FCCC secretariat
regarding this work plan and to report on progress to SBSTA at its 12" session.

12. Reguests the secretariat to develop a paper on regional priorities for the research and
development of emission factors, taking into account any conclusions of the regional
workshops, the experiences drawn from the technical assessment of greenhouse gas
inventories and inputs from Parties and relevant experts and organisations, and to submit this
paper for consideration by SBSTA at its 12" session.

13.  Decides that, in the interim period until guidelines for second national
communications are adopted, and in accordance with decision 2/CP.4, the GEF should
provide funding to developing country Parties which have submitted initial communications
which have undergone the technical assessment provided for in paragraph 4 above

- for the preparation or, as appropriate, the refinement and the reporting of
greenhouse gas inventories;
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- for further work on local emission factors in accordance with decision
10/CP.2, paragraph 13, and taking into account the activities described in
paragraphs 11 and 12 above;

- for developing country Parties which are particularly vulnerable to the effects
of climate change, for activities related to the assessment of vulnerability and
adaptation options in accordance with decisions 10/CP.2 and 2/CP 4.

14.  Requests Parties to submit views on the guidelines and timing for second national
communications from Parties not included in Annex I by 31 January 2000.
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METHODOLOGICAL ISSUES:

(a) Lahd—use, land-use éhapgé and forestry‘: '

?.Germa,ny,- on behalf of the European Commumty ‘and its Member States, ex;ﬁresses its

satisfaction concerning the progress which has been made in the work on land-use change and

. forestry. -

" The EU thanks the Secretariat for oréa’nisin’g, and the gdve;ﬁﬁacnt of the USA f_6r hosﬁng, the

reCegf SBSTA workshop in Indianadpolis. ‘The EU also thanks the Secretariat for the workshop
report in document FCCC/SBSTA/1999/INF.5. The mandate of this second workshop was to.

- concentrate on methodological issues ‘aﬂd data needs concerning additional Art. 3.4 activities.

Specific pi'opé)sals_were presented and methodological issues were discussed .on some additional
activities or approaches. The process of deciding on additional activities was-also discussed.
This workshop as well as the first workshop in Rome have demonstrated the usefulness of direct

* science-policy ‘dialogue. Being aware of the concems of policy makers will help the writing ~

teams of the IPCC Special Report on Land-use, Land-use Change and Forestry to focus the work

~

* The.EU thanks the secretariat for document FCCC/SBSTA/1999/5 on policy and procedural -

issues. This document and the related submissions by: Parties'(FCCC/SBSTA/1999/MISC.2 dnd

~ FCCC/SBSTA/1999/MISC.2/Add.1) are 4 good basis to consider decision-making under Art.

3.4. The secretariat's document lists five categories for grouping the key policy and procedural -

- issues, iamely: clarification of definitions, eligibility of additional activities, the rules governing -

- the use of activities; inveritory and reporting guidelines and other issues. The EU considers this -

- list relevant and helpful. The EU emphasizes that it will only be possible to identify all policy * °
issues associated with Art. 3.3 and 3.4 after the complétion of the IPCC Special Report and its. .

consideration by the SBSTA. In the following the EU would like to present some related
considerations: . .- - P S




'The analyses carned out after Kyoto show that the clear defimtlon of terms is cruc1al Clear
definitions with thorough analyses of their implications are prerequisites for clear decisions. In
some countries the Art 3.3 activities can constitute either a sink or a source depending on the
choice of the definitions. In-depth analysis of different definitions and their implications is being
carried out by the IPCC. The EU has always supported greater consistency in the use of different
definitions as well as streamlining different reporting frameworks. - There™ are also beneﬁts
related to cost-efficiency and accuracy if emstmg forest inventories can be used.

The EU notes that the determmatlon of 'human mduced' ought to be clanﬁed and defined. The
IPCC Special Report 1s expected to provide valuable mformatlon on this difficult issue. '

Prehmmary discussion on the ellglblhty of addltlonal activities started in Indlanapohs and it
should be part of the work between now and COP 6. Cntena for eligibility should be establlshed. :
_ takmg into consideration inter alia the followmg issues: '

. - The linkage to national commmnents the incentive for emlss1on hmltatlons and reductions

- should be mamtamed :
- The permanency of stocks - sinks are vulnerab]e to chmate change and can reverse in sign.
The perspective has to be far beyond one commitment penod. Parties should have long-term
accountability for increases in carbon stocks they use to meet their commitments during a
commitment penod. Long-term monitoring of enhariced stocks plays akey role here. |
- Linkages to changes in the full catbon stock - it is important to guarantee that sink
- enhancement resultmg from an activity will not lead to deple’uon of other carbon pools..
* Similarly, stock changes resulting from Art. 3.4 as well as from Art. 3.3 activities should -
- adequately reflect the direction of changes in all carbon stocks. These are some of the reasons
why the EU has emphas1zed the importance of reporting -on all carbon stocks in 1990 and
-why the EU also welcomes the. full carbon stock accountmg will be analyzed in the Special
. _Report ' )
- The associated relatlve uncertamtres should not exceed: those related to Art. 3 3 activities. .
- ~Ver1ﬁab111ty of data - the EU views that venﬁcatlon relates primarily : to. changes:in carbon
stocks.” Policies and programmes Whlch lead to changes in carbon stocks ‘should not . be-
4 accounted for as such In this regard it would be useful to take expenences w1th regard to
 related inventory systems into account. - ' :
- Consmtency with the other Artlcles of the Protocol and w1th the Chmate Conventron is also ,
o 1mportant ‘ : B
- Compatlblhty with the ob_]ectwes and 1mplementat10n of other envuonmental conventlons .
-and the UN' forest principles is very 1mportant It also helps guarantee multiple environmental
benefits. Ini this context, the EU recalls its Resolution on a Forestry Strategy and ‘underlines -
that the role.of forests as carbon smks and reservo:rs can be best ensured through sustamable
forest management o -
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: There isa great need for country-level data for an adequate analysrs of several of the aspects' .
- mentioned above, and the same applies to the analysis of the implications of different definitions -

under Art. 3.3. The EU has pointed to this issue in its submissions. This need was also expressed: »
by some IPCC lead authors at the workshop in Indianapolis. The Secretariat's document contains

the task for the Parties to submit technical and scientific information. The EU suggests that

countries should also be asked to submit relevant country-level data before-a workshop to be
convened prior to COP6. Although the IPCC Special Report will officially not be released until
May 2000, there will already be some information available about possible additional activities =
several months earher and national data could be produced starting from early 2000 onwards.

There is also a clear need for rules governmg the use of activities as well as a need for -

. inventory and reporting gurdelmes Some items listed in the secretariat’s document related,

for example, to mventory and reporting, should be considered also before COP6. The IPCC
should be requested to prepare mventory guldelmes aﬁer the act1v1t1es and the rules governing

: 'thelr use have been decrded on.:

The EU generally supports the ﬁ'amework for dec151on—mak1ng as set out in figure 1 of .
FCCC/SBSTA/1999/5. However, it 'should be made clear that, acoordmg to decision 9/CP.4, the

. COP can only forward draft decisions for adoptron at COP/MOP1 and that COP6 ¢an only do
this after the consideration of the IPCC Special Report in the SBSTA. The EU recalls its

suggestion - of a technical SBSTA workshop before COP6 which. might facilitate -decisions at
COP6. In addmon, the EU believes that Parties should be requested to-submit prehmmary data -

_required by the first sentence of. Artlcle 3.4 before SBSTAI2. ‘Close cooperation with other _
-environmental conventrons and orgamsatlons which work on land-use change and forestry

1ssues is also essentlal

’




- GREENPEACE

SBSTA-10 Intervention on Land Use, Land Use Change and Forestry

Thank You Mr. Chairman:

We thank you for the opportunity to address the Parties on this issue, and we express
our thanks to the Secretariat for its papers, providing a sound foundation from which
to build our discussion. This is an extremely important and complex area of work for
SBSTA, and one that should only be engaged with a full understanding of the
environmental implications for Land Use, Land Use Change and Forestry Activities
over the near and long term. Greenpeace would like to take this opportunity to
comment on the following three issues:

(1) The Process for Consideﬁng Policy and Procedural Issue

(2) The Inputs Required for the IPCC to Produce an Output relevant to a COP6
decision
(3) The First Sentence of Paragraph 4 of Article 3

(1) Process for considering policy and procedural issues in relation to LUCF
under the Kyoto Protocol.

The Secretariat’s paper in Table 1 outlines a range of issues for a decision at COP6.
Greenpeace would like to re-iterate several concerns as to when these issues should be
considered by SBSTA. ’

Most of the issues identified in this Table are necessarily contingent upon the proper
consideration of the IPCC Special Report on Land Use, Land Use Change and
Forestry. Attempts to consider them before SBSTA 12 could be seen as pre-emptive
of the scientific assessment of this issue, which is one of the most complex and far-
reaching issues to be dealt with in these negotiations. Specifically, all of'the issues in
Category A “Clarification of definitions™ and Category C “Rules governing the use
of approved activities” should be deferred until SBSTA.can consider the IPCC
Special Report. Only in Category B, “Eligibility of additional activities”, are there the
items where it would be appropriate to moved forward in a parallel fashion in
preparation for consideration of the IPCC Spécial Report. Specifically, Items 1,2 and
5 in this category may be considered in relation with the need to conform activities
with other provisions of the Convention and the Kyoto Protocol, providing they are
not pre-emptive of consideration of the IPCC Special Report on Land Use, Land Use
Change and Forestry. For example, the need for policy principals to guide decisions at
COP6 such as protection of biological diversity, a permanence requirement and the
need to ensure that the capacity to stabilize CO2 at levels that will prevent dangerous
climate change is not compromised could be considered.



One omission from the Secretariat’s paper under Category A, “Clarification of
definitions”, is the consideration of the definitions of a forest, afforestation,
reforestation and deforestation. These definitions are quite fundamental, and should
be addressed starting at SBSTA 12 after the completion of the IPCC Special Report,
with a view to taking decisions on this at COP6.

(2) Inputs required for the IPCC to produce output relevant to effective,
science-based decision making by COP6 in relation to Articles 3.3 and 3.4

In relation to the consideration of potential additional activities under Article 3.4 of
the Kyoto Protocol, we strongly believe that there is a need for governments to put
forward quantitative estimates of fluxes of carbon dioxide and other relevant
greenhouse gases relating to activities they wish to have considered. Two kinds of
quantitative information are needed. Business as usual, or baseline, estimates for the
activities being proposed and estimates of the effects of additional human activities

) since 1990 are needed.

Quantitative estimates of the additional activities being considered by Governments
are needed if the IPCC report is to go beyond generalities in this area. Such
quantitative estimates will enable the IPCC to produce a report with a much higher
degree of relevance to decisions to be made at COP6 relevant to Article 3.4.
Quantitative estimates will also help ensure that the decision making on Article 3.4 is
based on a sound scientific assessment rather than supposition and hearsay.

Equally it is important that Parties submit quantitative estimates of the implications of
different definitions for forests, afforestation, reforestation and deforestation in
relation to Article 3.3.

(1) First sentence of paragraph 4 of Article 3

We note that there are a variety of views on this sentence and how Parties should
proceed with operationalizing it. Decisions on this sentence, including
methodological decisions as well as scope and timing need to wait for the IPCC
Special Report on Land Use, Land Use Change and Forestry to be concluded and
considered. Operationalizing this sentence should be contingent on a strong
understanding of the scientific implications of different approaches to monitoring
carbon fluxes in relation to the attribution and verification of additional activities
which may be considered and the relationship between these activities and with
Article 3.3 issues.- The IPCC should be urged to ensure that full consideration is
given to this sentence in relation to its consideration of Article 3.3, Article 3.4 and
methodological arising from these Articles.

Thank You Mr. Chairman
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(b)  Emissions resulting from fuel used for international transportation

Germany, on behalf of the European Community and its Member States, thanks the secretariat
for document FCCC/SBSTA/1999/INF.4 on emissions resulting from fuel used for
international transportation. The EU recalls decision 2/CP.3 through which SBSTA is urged
to further elaborate on the inclusion of emissions based upon fuel sold to ships or aircraft
engaged in international transport in the national greenhouse gas inventories of Parties.

The EU believes that any decision on the inclusion of emissions from international bunker
fuels in the national inventories of Parties should enter into force in the second commitment
period, because such a decision would require a change in the Revised 1996 IPCC Guidelines

for National Greenhouse Gas Inventories which shall be applied in the first commitment
 period pursuant to Art. 5 of the Kyoto Protocol and decision 2/CP.3. Therefore Parties should
report these emissions separately from national totals in the first commitmerit periodi

Issues related to inventories

The EU notes the difficulties of Annex I Partles in fulﬁlhng ‘the requuement ‘to report the
emissions from international bunker fuels separately from national totals which are listed in
para. 30 of FCCC/SBSTA/1999/INF 4. The EU sees the need for additional guidance to Parties
and welcomes that methodological issues with regard to emissions from international bunker
fuels were discussed at the IPCC Expert Group Meeting on Good Practices in Inventory
Preparation in Prague in April 1999. The EU urges the IPCC to publish the report of this Expert
Group Meeting as soon as possible. In addition, the EU urges the secretariat to publish detailed
results of the study mentioned in para. 29 of FCCC/SBSTA/1999/1NF 4 as soon as possible,
inter alia in order to make available the responses to the questlonnmre sent to Parties.

Control options

With regard to control options for emissions from international bunker fuels, the EU urges
ICAO and IMO to accelerate their work, whereby ICAO should address the issues raised in
the IPCC Special Report on Aviation and the Global Atmosphere. In the view of the EU, the
ﬁndmgs of the Special Report underline the need to take further action to limit or reduce
emissions from international aviation, e. g CO, and NO, ermss:ons



The EU suggests that decisions within ICAO and IMO on policies and measures to limit or
reduce emissions from international bunker fuels should be taken urgently. In any case they
should be taken well before 2005 when progress: will already have to be demonstrated
according to Art. 3.2 of the Kyoto Protocol. Therefore the EU urges ICAO and IMO to
consider first proposals no later than 2001.

In this context, the EU urges Annex I Parties to pursue work through ICAO and IMO to limit
or reduce greenhouse gas emissions. The EU underlines that there can be no environmental
justification for a tax exemption for aircraft fuel. Also, other market based options should be
considered. In addition, the EU suggests that the issue of control options in these areas should
also be addressed in the further work regarding best practices in policies and measures in
consultation with the Working Group on Market Based Options of the ICAO Committee on
Aviation Environmental Protection (CAEP) which is already pursuing this matter.

Inclusion of emissions from international bunker fuels in the national inventories of
Parties (allocation)

The EU believes that the issue of the inclusion of emissions from international bunker fuels in
the national inventories of Parties should be solved in due time before the negotiations for the
second commitment period, i. e. before 2005. Based on the conclusions of SBSTA4, the EU
sees three approaches to proceed, noting that different approaches could be pursued for
aviation and marine bunker fuels: ) ' .

L. No inclusion of emissions from international bunker Juels in the national inventories of
Parties (this is option 1 in document FCCC/SBSTA/I 996/9/Add.1) as in the current
- situation. o ' T
Limitation or reduction of these emissions would be under the responsibility of the
international community, to be pursued through ICAO and IMO. Parties would continue to
have no direct responsibility for these emissions and therefore would have no direct incentive
to limit or reduce them. This would therefore require a rate of progress along the lines
mentioned earlier through ICAO and IMO. . '

1. Inclusion of emissions from international bunker fuels in the national inventory of the Party
where the fuel is sold (this is option 3 in document FCCC/SBSTA/1996/9/4dd. 1).
This option seems to be the most practical option. It should increase the incentives to take
action at the international level compared to approach 1. Certainly, it would lead to quite
considerable changes in emission levels at least for some Annex I Parties. Therefore it
would have to be taken into account in agreeing differentiated legally binding
commitments for Annex I Parties for the second and future commitment periods. In
addition, internationally coordinated instruments inter alia taxes should be in place for
Parties to be able to influence the level of emissions. :



l.Inclusion according to other meth.. - particular options 4 (inclusion in the national
inventory of the Party according to ihe nationality of the transporting company, or to the
country where the ship or aircraft is registered, or to the country of the operator), 5
(inclusion in the national inventory of the Party according to the country of departure or
destination of the ship or aircraft) or 6 (inclusion in the national inventory of the Party
according to the country of departure or destination of passengers or cargo) in document
FCCC/SBSTA/1996/9/Add. 1.

The EU shares the analysis in para. 34 of FCCC/SBSTA/1999/INF.4 that it might take
Parties three to five years to put in place adequate systems to collect and report information
on emissions from international bunker fuels for these options in a consistent manmner. If one
of these options should be pursued, the necessary methodological work would have to be
initiated very soon. Similar to approach II, the method for inclusion would have to be taken
into account in agreeing differentiated legally binding commitments for Annex B Parties
for the second and future commitment periods. The incentives to take action seem to be
similar as in approach II.

In this context, the EU urges ICAO to make available the results.of the work on the
elaboration on decision 2/CP.3 mentioned in para. 23 of FCCC/SBSTA/1999/INF.4 as soon as
possible. The EU also urges IMO to work on the elaboration on decision 2/CP.3 and to make
available the results of its work.

Finally, the EU would welcome regular progress reports of ICAO and IMO on this agenda item
at future SBSTA sessions.

Check against delivery






INTERVENTION BY THE CHAIR OF THE CLIMATE TECHNOLOGY INITIATIVE
TO THE TENTH SESSION OF SBSTA (BONN, GERMANY, 4 JUNE 1999)

Thank you Mr. Chairman. In my capacity as Chair of the Climate Technology Initiative -- the
CTI--I am pleased to provide a brief report on the lessons CTT has learned that relate to Decision
4/CPA4. As you know, CTI is an increasingly productive multilateral endeavor whose mission is
to promote the objectives of the Framework Convention on Climate Change through facilitating
the more rapid development and diffusion of climate-friendly technologies and practices for all
activities and greenhouse gases.

Under Decision 4 on Development and Transfer of Technologies taken at the Fourth Conference
of the Parties last November in Buenos Aires, Mr. Chairman, you were requested to establish a
consultative process to consider an extensive list of issues and questions contained in the annex
to this decision. Among others, the issues raised in this decision are: (the need to) Promote
bilateral and multilateral technology cooperation to facilitate technology transfer.; (the need to)
Promote and assist developing country Parties to access technology information.; and, (the need
to) Promote capacity-building in developing country Parties through provision of concrete
programs. Among others, the questions posed in this decision are: How should Parties promote
the removal of barriers to technology transfer?; What areas should be the focus of capacity
building and how should it be undertaken?; and What measures, programs and activities can best
help to create an appropriate enabling environment for private sector investment? And, of -
course, there are many, many more. The consideration of these and the other issues and
questions listed in Decision 4/CP.4 presents a daunting task for this body.

I am pleased to report that the CTI has already begun supporting and contributing to this
consultative process by providing partial answers to these questions through its results-oriented
response to technology transfer under the Framework Convention. This response focuses on
addressing the issues raised by Decision 4 through a variety of means, including regional
seminars, training courses, cooperative technology assessments, and other related activities, such
as Web-based information exchange. :

In addition to pursuing medium and longer-term solutions to reducing atmospheric
concentrations of greenhouse gases through CTI’s support of research and development, the CTI
is committed to a series of capacity building and technology enhancing activities designed to
develop capability within developing and transition countries so that they can effectively
implement environmentally sound technologies consistent with their particular sustainable
development goals. One of CTI’s results-oriented activities is a series of regional seminars on
technology diffusion which CTI holds in coordination with our industry partners: This series is
designed to bring together government and private sector decision makers to addtess the very
issues identified in Decision 4 by sharing views on the Framework Convention process, on
technology needs and barriers to technology deployment, on climate mitigation strategies, on
access to technology information, on the potential for project-based flexibility mechanisms, and

on many other issues.



Let me highlight one such seminar held in Victoria Falls, Zimbabwe during mid-March this year
at the invitation of, and in cooperation with, the Southern African Development Community
(SADC). This CTV/Industry Joint Seminar on Technology Diffusion in Southern Africa brought
together an impressive number of Ministers, Deputy Ministers, and other senior officials from 10
of the 14 SADC States. It was sponsored by the U.S. Department of Energy, the U.S. Agency for
International Development, the Japan New Energy and Industrial Technology Development
Organization, and the United Kingdom Department of Trade and Industry. Proceedings of this
event were made available at a special CTI event held from 1PM to 3PM yesterday and are now
available at the CTI booth located in the hallway outside this room.

During the course of this two and a half day event in Zimbabwe, ministers and other senior
officials from the region, developed country government officials, and financial institution,
industry and NGO representatives expressed their views, not only on the importance of
technology transfer, but also their heart-felt concerns on achieving it. I believe that the presence
of so many ministers from the region who heard from industry about the legal and institutional
barriers to the transfer of their technology in the region will begin the process of helping bring
these barriers down. Industry was also enlightened as, throughout the seminar, representatives of
the SADC states made it clear that they are sensitive to environmental issues, including climate
change, while at the same time being highly committed to meeting the three basic needs of life --
shelter, food, and clothing - and to improving their quality of life. This being the case, moving
toward more climate-friendly technologies is viewed as both a challenge and an opportunity.

To ensure that the quality of life is not degraded for current and future generations, all countries
must position themselves to have increased access to contemporary technologies which are
environmentally sound. '

Let me now share with you, Mr. Chairman, some of the views that were expressed that directly

bear on the issues noted in Decision 4/CP.4:

. The focus on access to contemporary technologies was clearly articulated by many of the
SADC representatives, including a statement by one minister that his country was ready
to work with developed countries and industry, but that it would not become a dumping
ground for obsolete technologies in the name of climate change.

° A recurring theme of the seminar was that true capacity building goes beyond merely
installing “turn-key” projects. Building indigenous capacity is an important part of
technology transfer. However, there was clear sentiment that for it to be meaningful,
capacity building must focus on helping to create local and regional infrastructure and
know-how that integrates cultural values, existing technologies, and local conditions.

. Although many of the participants readily acknowledged that technology is key to the
achievement of the UNFCCC objectives, there are other benefits as well._Technology
can assist with eradicating poverty, promoting sustainable development, iiwreasing
standard of living, and more. It was felt that technology must be a means to an end, not
an end in and of itself. _

. Another recurring theme of the Zimbabwe seminar was the difficulty in attracting
financing. Discussions centered around the need for countries to create an “enabling
environment” to promote investment. In that regard, project developers, bankers,
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governments, and others need to explore creative financing schemes to increase access to
technologies. For example, the point was raised by some participants that the Kyoto
mechanisms, such as the Clean Development Mechanism, might provide incentives for
local and regional investment in Southern Africa.

. Of particular note was a discussion on corruption and the clear agreement that corruption
was a barrier to attracting financing and technology transfer.

One of the most significant outcomes of the Seminar was in the area of promoting multilateral
technology cooperation to facilitate technology transfer. CTI was requested by SADC to jointly
conduct a regional technology needs assessment of the energy sector, the first step in our

Cooperative Technology Implementation Plan — a CTIP — a methodology we believe, Mr.
Chairman, can be used to address many of the questions raised by Decision 4. In fact, CTI has
begun a similar assessment with the Government of Thailand. I am happy to report that, since
the Seminar in Zimbabwe, more than half of the financial support needed for this endeavor has
been offered by the United States from its Agency for International Development. I am
optimistic that the balance of the funding will be forthcoming from one or more of the other CTI
countries so that this important work can begin.

The next regional CTI seminar on Technology Diffusion will be held from thel4th to the 16" of
July in Bratislava, Slovakia for countries in the Eastern European region. This event is being
held in cooperation with the UNFCCC Secretariat and co-sponsored by the Directorate for
Energy of the European Commission, Japan’s New Energy and Industrial Technology
Development Organization, and the United States® Agency for International Development and
Department of Energy. CTI will again elicit views on the substance of Decision 4 and share
these views with the SBSTA, Mr. Chairman. Later this year, another seminar on technology
diffusion is planned in Bangkok, Thailand for the Asian region, as well as a similar seminar for
Latin America. Additionally, a training course for Asian countries will be held in Japan, and one
for Eastern European countries in Germany.

In closing, I want to publicly thank the many CTI-countries, the European Commission, and the
International Energy Agency for their generous and enthusiastic support for the CTI since I
assumed the position of Chair in December 1997. Further, on behalf of the CTI, I want to
express its sincere appreciation to the many countries that have hosted and helped to organize
past CTI events and those being currently planned. CTI looks forward to their continued support
and I am confident the CTI will continue to make an important contribution to advancing the
objectives of the Framework Convention and addressing the questions and issues posed by
Decision 4/CP.4. Finally, Mr. Chairman, I want to thank you again for allowing me to report to
you on what the CTT has gleaned from its activities and for the opportunity to contribute to the
SBSTA as you move forward to address the sensitive and important area of techizolo gy transfer.
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Report to the 10th Session of SBSTA on the Status of the IPCC

Robert T. Watson, IPCC Chairman
May 31, 1999

Distinguished delegates, it is a real pleasure and honor for me to be invited to address you
today. I, and all my colleagues associated with the Intergovernmental Panel on Climate Change
(IPCC), appreciate the close collaboration that exists between the IPCC and the Parties to the
United Nations Framework Convention on Climate Change (UNFCCC), the subsidiary bodies to
the UNFCCC, and the Secretariat to the UNFCCC. There continues to be excellent collaboration
with the FCCC and its subsidiary bodies (SBSTA and SBI) through Joint Working Group
meetings, and coordinated meetings of SBSTA and IPCC experts, such as those related to
Articles 3.3 and 3.4 of the Kyoto Protocol.

Since I last had the opportunity to address you six months ago in Buenos Aires, Argentina,
the IPCC has continued to make significant progress. We now have the most intense work
program ever, largely in response to requests made by the Subsidiary Body on Technological and
Scientific Advice (SBSTA) of the UNFCCC. These requests from SBSTA, I believe, reflect the
importance that the UNFCCC places on the high-quality and impartial scientific and technical
information that is provided by the IPCC, and acknowledges the expertise and dedication of
many hundreds of scientific, technical and socio-economic experts from all over the world from
universities, government agencies, the private sector, and non-governmental organizations.

Since Buenos Aires, the IPCC held a Bureau meeting in Geneva in March, 1999 and a
Plenary session in Costa Rica in April 1999. It was very encouraging to observe that all
delegates to these meetings worked with a common purpose, and were willing to constructively
seek compromises when differences of opinion surfaced. I believe that this demonstrates that the
IPCC has continued to mature even while the work load has increased and the issues that we
have been asked to address by the UNFCCC are becoming scientifically and technically more
complex and, at times, closer to policy. However, the IPCC has continued to ensure that while
the assessments are policy-relevant, they are policy-neutral and not policy prescriptive.

A major milestone was achieved at the Plenary meeting in Costa Rica. We finally
approved the Procedures for the Preparation, Review, Acceptance, Approval and Publication of
IPCC Reports, which will become an Annex to the Principles Governing IPCC Work that were
approved in Vienna, in October, 1998. The Principles and Procedures will ensure that all aspects
of the IPCC, including the selection of coordinating lead authors, lead authors and review
editors, and the expert and government/expert review processes, will continue to be open and
transparent, hence ensuring the credibility of the IPCC process.

In addition, the IPCC approved and accepted the Special Report on “Aviation and the

Global Atmosphere” and approved the list of Policy-Relevant Scientific Questions that will be
addressed in the Synthesis Report of the Third Assessment Report (TAR) at the Plenary in Costa
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Rica. Substantial progress has also been made on the preparation of the TAR and three Special
Reports: (i) Methodological and Technological Aspects of Technology Transfer: Opportunities
for Technology Cooperation; (ii) Emissions Scenarios of Greenhouse Gases and Aerosol
Precursors; and (iii) Land-Use, Land-Use Change and Forestry.

Let me briefly summarize the status of our current work program, and in particular I would
like to focus my comments on the main conclusions from the Special Report on' “Aviation and
the Global Atmosphere”, which was approved and accepted in Costa Rica, and describe the
approved list of Policy-Relevant Scientific Questions that will be addressed in the Synthesis
Report of the TAR. My brief remarks will be amplified in three side-events/workshops this
week, which have been organized to discuss the Special Reports on “Methodological and
Technological Aspects of Technology Transfer: Opportunities for Technology Cooperation™,
“Aviation and the Global Atmosphere”, and “Emissions Scenarios of Greenhouse Gases and
Aerosol Precursors” on Tuesday, Wednesday and Friday lunch-times, respectively. I urge as
many of you as possible to attend these workshops for a more detailed description of the work of
the IPCC. These workshops will provide a venue for a discussion between IPCC experts and
yourselves on a number of key issues that are of direct relevance to your work. This discussion
will also help ensure that the work of the IPCC is appropriately focussed on the issues of greatest

importance to the UNFCCC and the Kyoto Protocol.
Special Report “Aviation and the Global Atmosphere”

The IPCC Special Report “Aviation and the Global Atmosphere” was approved/accepted at
the IPCC plenary in Costa Rica in April 1999. The Report assesses the effects of the past,
present and potential future fleets of subsonic and supersonic aifcraft 9n climate and atmospheric
ozone and is the first report for a specific industrial sub-sector. The key findings of the Report

include:

< Aviation Traffic: Passenger traffic has grown since 1960 at nearly 9% per year, 2.4 times the
average Gross Domestic Product over the same time period. Global passenger air travel is
projected to grow by about 5% per year between 1990 and 2015, where-as total aviation fuel
use (passenger, freight and military) is projected to increase by about 3% per year, the
difference being due largely to improved aircraft efficiency. The assessment developed a
number of long-term (1990 —20250) emissions scenarios for both subsonic and supersonic
aircraft, including a reference scenario which used mid-range assumptions for each of the key
determinants, using a range of assumptions for economic and traffic growth and fuel burn,
which is dependent upon rates of change in technology and air traffic management.

¢ Aircraft Emissions: Aircraft emit gases and particles directly into the upper troposphere and
lower stratosphere where they have an impact on atmospheric composition. These gases and
particles alter the concentration of greenhouse gases, including carbon dioxide, ozone, water
vapor and methane, trigger the formation of condensation trails (otherwise known as
contrails), and may increase cirrus cloudiness — all of which contribute to climate change.
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Radiative Forcing: The major contributors from aircraft emissions to the radiative forcing,
which is a measure of a change in climate, are carbon dioxide, ozone, methane (negative
effect) and contrails, with minor contributions from water vapor, sulfate aerosols (negative
effect) and soot. The contribution from cirrus clouds is projected to be positive and could be
quite significant, but our current lack of scientific understanding precludes a quantitative
assessment of its contribution. While the contributions from carbon dioxide, ozone, methane
(opposite sign) and contrails are comparable in magnitude, the uncertainties associated with
ozone, methane and contrails are much larger than those associated with carbon dioxide.

Current Impact of Aviation Emissions on Climate: The best estimate of the radiative
forcing in 1992 by aircraft is 0.05 Wm-2 (0.01 to 0.1 Wm-2) or about 3.5% of the total
radiative forcing by all human activities. These estimates of forcing combine the effects of
changes in all greenhouse gas concentrations, aerosols and line-shaped contrails, but do not
include possible changes in cirrus.

Projected Impact of Subsonic Aviation Emissions on Climate: For the reference scenario
used in this assessment, the projected radiative forcing from subsonic aircraft emissions in
2050 is 0.19 Wm-2 or 5% of the radiative forcing in the mid-range 1S92a scenario. For the
full range of scenarios considered in the report, the radiative forcing is projected to grow to
0.13 to 0.56 Wm-2 in 2050, 2.6 to 11 times the value in 1992, and compares to the mid-range
1S92a scenario of 3.8 Wm-2 in 2050.

Projected Impact of Supersonic Aviation Emissions on Climate: One possibility for the
future is the development of a fleet of second generation supersonic, high speed civil
transportation aircraft. If & fleet of supersonic aircraft were developed to cruise at an altitude
of about 19km, they would emit carbon dioxide, water vapor, oxides of nitrogen and sulfur,
and soot directly into the lower stratosphere. Assuming a fleet of supersonic aircraft started
operation in 2015, growing to a fleet of 1000 by 2040, displacing a portion of the subsonic
fleet in the reference scenario, by 2050 the combined subsonic and supersonic fleet is
projected to add a further 0.08 Wm-2 to the 0.19 Wm-2 radiative forcing projected for the
reference scenario. Most of this additional forcing is due to the increased concentration of
stratospheric water vapor.

Options to Reduce Aviation Emissions: There is a range of options to reduce aviation
emissions, including changes in aircraft and engine technology, fuel, operational practices,
and regulatory and economic measures. While substantial aircraft and engine technology
advances and air traffic management improvements are already incorporated in the aircraft
emissions scenarios described above, further measures are feasible. However, it should be
recognized that a number of factors will govern the rate at which technology advances and
policy options related to technology can reduce aviation emissions: safety of operation,
operational and environmental performance, cost, and the typical life expectancy of an
aircraft of 25 to 35 years.

Conclusions and Issues for the Future: The Report recognizes that there has been a steady
improvement in characterizing the potential impacts of aviation on the global atmosphere,

3
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that the effects of some types of aircraft emissions are well understood, while the effects of
others are not because of the many scientific uncertainties, and that aircraft emissions can be
reduced through technological advances, infrastructure improvements, and regulatory or
market-based measures. However, further work is required to reduce scientific and other
uncertainties, to understand better the options for reducing emissions, to better inform
decision-makers, and to improve the understanding of the social and economic issues

associated with the demand for air transport.

Third Assessment Report

Atour Plenary in Vienna, October 1998, the IPCC approved the scope, structure, time-table
and lead authors for the three Working Group Reports for the TAR, which will be
approved/accepted between late January and late February 2001.

» Working Group I will assess the scientific aspects of the climate system and climate change;

** Working Group II will assess the scientific, technical, environmental, economic and social
aspects of the vulnerability (sensitivity and adaptability) to climate change of, and the
negative and positive consequences (impacts) for, ecological systems, socio-economic
sectors and human health, with an emphasis on regional sectoral and cross-sectoral issues;

“» Working Group III will assess the scientific, technical, environmental, economic and social
aspects of the mitigation of climate change.

The philosophy of the TAR will emphasize the regional dimensions of climate change,
embrace the concept of sustainable development, and place the issue of climate change more
centrally within the evolving socio-economic context. In addition, given the emerging
recognition that local, regional and global environmental issues need to be addressed in a more
integrated manner, the TAR will assess the scientific and policy linkages, and the synergies and
trade-offs, among these issues and their impact on sustainable development. The TAR will build
upon the Second Assessment Report, the Special Reports and the Technical Papers and will
involve an increased number of experts from developing countries, countries with economies in
transition, industry, business and environmental NGOs. It will place particular emphasis on:

(7
L

observed trends in climatic parameters and the issue of attribution;

\J
Xg

% regional scale climate projections, non-linearities, and extreme events, natural climate -
variability (e.g., the ElI-Nino phenomenon);
<+ regional impacts of, and adaptation measures to, climate change;

*+ costs and benefits of utilizing a range of technologies, policies and practices, and timeframe
for, reducing greenhouse gas emissions;

** cross-cutting issues, such as uncertainties; development, sustainability and equity; costing
methodologies; and decision-making frameworks; and

« linkages with other local (air pollution), regional (acid deposition), and global (loss of
biodiversity, land degradation and stratospheric ozone depletion) environmental issues.

4
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Synthesis Report

In addition to the three Working Group reports of the TAR, the IPCC Plenary in Costa Rica

approved the scope, structure, approval/adoption process, and the specific Policy-Relevant
Scientific Questions for the Synthesis Report. The Synthesis Report will consist of a 3-5 page
Summary for Policymakers and a longer (30-50 pages) report. It will synthesize and integrate
materials contained within the Assessments Reports and Special Reports and will be written in a
non-technical style suitable for policymakers and address a broad-range of policy-relevant, but
policy-neutral questions that were submitted by governments through SBSTA. The Synthesis
Report will be completed by mid-summer 2001. The Policy-Relevant Scientific Questions
(abbreviated), include:

¢ 1.

What can scientific, technical and socio-economic analyses contribute to the determination o
what constitutes dangerous anthropogenic interference with the climate system as referred to
in Article 2 of the Framework Convention on Climate Change?

What is the evidence for, causes of, and consequences of changes in the Earth’s climate since
the pre-industrial era? '

What is known about the influence of the increasing atmospheric concentrations of
greenhouse gases and aerosols, and the projected human-induced change in climate
regionally and globally?

G 4
What is known about the inertia and time-scales associated with the changes in the climate
system, ecological systems, and socio-economic sectors and their interactions?

What is known about the regional and global climatic, environmental, and socio-economic
consequences in the next 25, 50 and 100 years associated with a range of greenhouse gas
emissions arising from scenarios used in the TAR (projections which involve no climate
policy interventions)?

How does the extent and timing of the introduction of a range of emissions reduction actions
determine and affect the rate, magnitude, and impacts of climate change, and affect the global
and regional economy, taking into account the historical and current emissions?

What is known from sensitivity studies about the regional and global climatic, environmental
and socio-economic consequences of stabilizing the atmospheric concentrations of
greenhouse gases (in carbon dioxide equivalents), at a range of levels from today’s to double
that or more, taking into account to the extent possible the effects of aerosols. For each
stabilization scenario, including different pathways to stabilization, evaluate the range of
costs and benefits, relative to the range of scenarios considered in question 5.

What is known about the interactions between projected human-induced changes in climate
and other environmental issues, e.g., urban air pollution, regional acid deposition, loss of

5
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biological diversity, stratospheric ozone depletion, and desertification and land degradation?
What is known about the environmental, social and economic costs and benefits and
implications of these interactions for integrating climate response strategies in an equitable
manner into broad sustainable development strategies at the local, regional and global levels?

9. What is known about the potential for, and costs and benefits of, and timeframe for reducing
greenhouse gas emissions?

10. What are the most robust findings and key uncertainties regarding attribution of climate
change and regarding model projections of: (i) future emissions of greenhouse gases and
aerosols; (ii) future concentrations of greenhouse gases and aerosols; (iii) future changes in
regional and global climate; (iv) regional and global impacts of climate change; and (v) costs

and benefits of mitigation and adaptation options?

Special Reports

As noted, the IPCC is currently preparing three Special reports: (1) Methodological and
Technological Aspects of Technology Transfer: Opportunities for Technology Cooperation; (ii)
(ii) Emissions Scenarios of Greenhouse Gases and Aerosol Precursors; and (jii) Land-Use, Land-
Use Change, and Forestry. All three reports will be completed early next year, i.e., between

January and May.

Land-Use, Land-Use Change, and Forestry: F ollowing the Kyoto Protocol, SBSTA requested
IPCC to prepare a Special Report on Land-Use, Land-Use Change and Forestry. At the IPCC
plenary in Vienna the scope, structure and lead authors for this report were approved. This
Report will contain information of use to Parties in operationalizing the Kyoto Protocol, hence
will address a series of scientific and technical issues associated with a number of the Articles of
the Kyoto Protocol, in particular, Articles 3 (3.1, 3.3, 3.4 and 3.7),6,7.1 and 12. Key issues to
be addressed include:

** the implications of different definitions, including forests, afforestation, deforestation and
reforestation; '

**which carbon pools (i.e., above ground biomass, below ground biomass, soil carbon, forest
products) should be considered when evaluating the implications for net carbon emissions
associated with afforestation, reforestation, deforestation and other land-use activities;

** what is the accuracy of measurements (stocks and flows) for each type of carbon pool in the
full range of forested and non-forested ecosystems;

** to what extent can the effects of direct Post-1990 human interventions be differentiated from

pre-1990 actions and indirect human activities;

what activities are defined as “direct human-induced activities™;

what are the factors that need to taken into consideration in setting baselines;

how could issues of “national and cross-border” leakage be addressed;

how permanent are carbon sinks;
what is the carbon sequestration potential of different ecosystems;
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** what are the implications of land-use, land-use change and forestry activities on other
environmental (biodiversity, land degradation, etc.) and socio-economic issues (e.g., poverty,
development, employment); and

% what is the adequacy, or lack there-of, of the IPCC National inventory guidelines.

The close working relationship between the IPCC and SBSTA during the early phases of the
preparation of the Special Report on Land-Use, Land-Use Change and Forestry has been very
useful. Meetings were held in Rome, Italy to discuss Article 3.3 of the Kyoto Protocol —
Afforestation, Reforestation and Deforestation, and in Indianapolis, USA to discuss Article 3.4 —
other land use activities. These meetings have ensured that the IPCC experts understand the key
issues that governments want to be addressed. These meetings have in no way compromised the
independence of the IPCC, yet have provided us with an opportunity to further understand the
needs of the Parties to the Kyoto Protocol.

Inventories Work

The inventories work has been given more prominence since the Kyoto Protocol
specifically mentions that the IPCC methodologies will be the basis for estimating greenhouse
gas emissions. A special task force has been established to oversee the technical aspects of the
work, the Joint IPCC/SBSTA Working Group will oversee the policy issues, and the
Government of Japan has kindly agreed to establish a technical support unit to manage the
program of work.

Communications and Qutreach

The IPCC Secretariat and the Technical Support Units of the three Working Groups are
placing an increased emphasis on communicating the work of the [PCC through an increased use
of the world-wide web system. We are exploring the potential use of the world-wide web system
and e-mail as a forum for peer-review of draft IPCC reports and for distribution of final IPCC
reports.

We are also enhancing our outreach through booths and side-events at the SBSTA/SBI
meetings of the FCCC. For example, as noted earlier, there will be three two-hour workshops at
this SBSTA/SBI meeting on the conclusions of the Special Report on “Aviation and Global
Atmosphere™; and the status of the ongoing work on “Methodological and Technological Aspects
of Technology Transfer: Opportunities for Technology Cooperation”, and “Emissions Scenarios
of Greenhouse Gases and Aerosol Precursors”, and I will be meeting with business, industry and
environmental NGOs.

Budget

There is however, a significant budget problem because of: (i) the large number of special
reports, coincident with the preparation of the TAR; (ii) the enhanced regional empbhasis, and (jii)
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the increased participation of experts from developing countries and c.ount:es :vntl;l'eco'rtnon:.lcs in
transition. Dr’s Obasi, Topfer and myself wrote to govemmen.ts ?l.ertmg.t CTI ° ﬂ:stm uation,
but with limited response to date. At presentju§t a few countnf:s, mcludxflg .t os? hafsupp‘fﬂl
the costs of a Technical Support Unit of a working group, prov.nde the majority of t edlr;imcxa
resources. If IPCC is to continue to serve the need§ of the Parties to the UNFC;IC adn ht e Khy(:to
Protocol additional governments will have to cont'nbute t-o thf: IPCC Trust Fu? l,tank those t. a
who routinely contribute will have to increase their c.:ontnbutxor.xs. mehﬁfnant(‘:lad as tgr(:llcllp ;s
examining alternate sources of funding, e.g. foundatlor.ls, but this searc orh urI1P2: _gls ‘L . ; an
additional and unnecessary burden on those who contribute to the work of.‘ the o , W ich is
largely a volunteer organization. I appeal to each gov?mment representative atl 1s m<laetml;1;. to
discuss this serious situation with the relevant agency in your government to help resolve this

situation.




Statement from the
International Civil Aviation Organization (ICAO)
to the Tenth Session of the UNFCCC Subsidiary Body for
Scientific and Technological Advice (SBSTA)

(Bonn, 31 May - 11 June 1999)

ICAQ is pleased to be able to report to SBSTA on the substantial activities underway to respond to the
role identified for it under Article 2.2 of the Kyoto Protocol. This provision requires Annex | Parties to
pursue limitation or reduction of emissions of greenhouse gases from aviation bunker fuels, working

through ICAO. We can assure you, that ICAQ is fully committed to responding to this challenge in an
effective and timely manner.

Today’s report will focus on the specific actions that have been taken by ICAO in the relatively short
period since the Kyoto Protocol was adopted. The highest body within ICAO, the ICAO Assembly,
adopted aresolution at its most recent session in September/October of 1998, calling for its subsidiary
bodies to “study policy options to limit or reduce the greenhouse gas emissions from-civil aviation”
and to report back to the next ordinary session of the Assembly in September/October 2001'. With this
clear mandate, the expert group within ICAO that focuses on environment (the Committee on Aviation
Environmental Protection, CAEP) has initiated actions aimed at providing the technical and policy basis

for decisions on limiting or reducing greenhouse gases that could be taken by.the Council of ICAO or
at the next Assembly meeting.

The work in progress on this subject is very dependent on having a clear understanding of the potential
impacts of aircraft engine emissions on climate and stratospheric ozone depletion. This is why ICAO
requested the IPCC in 1996 to prepare a Special Report on Aviation and the Global Atmosphere. Their
recently completed report will help to shape ICAO’s efforts to limit or reduce greenhouse gas
emissions, We wish to express our gratitude to the IPCC and the many experts from government,
industry and academia who contributed to the report. It provides a thorough assessment of current
understanding of critical atmospheric, technological, and policy issues with emphasis on both what
is known and what remains uncertain. Meanwhile, CAEP will continue to foster development of a
scientific basis for the assessment of the potential impacts of engine emissions, with resolution of
scientific uncertainty as a key objective.

CAEP ACTIVITIES RELATED TO LIMITING OR REDUCING GREENHOUSE GASES

The main thrust of ICAO’s efforts to develop a programme aimed at limiting or reducing greenhouse
gas emissions is being undertaken by CAEP and its working groups. This work falls into three

categories, namely technology and standards, operational measures, and market-based options. Each
is summarized below.



Technology and standards

ICAO has been considering to what extent technology can help, through improved engine or airframe
design, to achieve reductions in greenhouse gas emissions.

The present ICAO Standards for emissions certification of aircraft engines (contained in Volume Ii of
Annex 16 to the Convention on International Civil Aviation) were originally designed to respond to
concerns regarding air quality in the vicinity of airports. As a consequence, they establish limits for
emissions of oxides of nitrogen (NO,), carbon monoxide, unburned hydrocarbons and smoke for a
reference Landing and Take-off (LTO) cycle below 915 metres altitude. These limits are expressed in
terms of mass of emissions per unit of engine thrust.

While these Standards are expressed in terms of an aircraft’s LTO cycle, they also help to limit
emissions at altitude. Of particular relevance in this context is the Standard for NO,, which is a
precursor for ozone. At ground level, ozone takes part in the smog chemistry, whilst at altitude it is a
greenhouse gas. The Standard for NO, was first adopted in 1981, then made more stringentin 1993,
when the Council of ICAO reduced the permitted levels by 20% for newly certificated engines, with
a production cut-off on 31 December 1999. More recently, in April 1998, CAEP recommended a
further tightening of about 16% on average for engines newly certificated from 31 December 2003
and, following consultation with States, this was adopted by the Council of ICAO in February of this
year. This represents an important development on an issue that had proved difficult in the-past.

CAEP is now carrying out assessments of technological advances with a view to further developing the
ICAO Standards to specifically address emissions of greenhouse gases. In particular, it is studying
alternate emissions methodologies that will encompass all phases of flight (climb and cruise emissions,
as well as LTO cycle). In addition to considering the types of emissions already covered by ICAO
Standards, the new methodologies will take into account fuel efficiency and productivity of the whole
aircraft, which would have a direct bearing on CO, emissions. CAEP will also follow developments
in the characterization and measurement of other emissions such as particulates that could be relevant
to contrail production and additional cirrus cloud formation. Thisisa very complex task requiring close
cooperation with industry and scientific experts, and recommendations for new methodologies are not
expected to be completed until 2001. Definition of relevant standards, if appropriate, would follow.

Operational measures

ICAQ is considering to what extent operational measures might help to reduce the amount of emissions
of greenhouse gases produced, for example through more direct routings, or to reduce their impact.

In April 1998, CAEP established a new working group with two primary tasks. The first is to identify
the best operating practices to achieve near-term reductions in aircraft emissions of greenhouse gases
together with potential actions to facilitate their broader application. The second task is to evaluate the
potential impact “of -satellite-based Communication, Navigation, Surveillance and Air Traffic
Management (CNS/ATM) systems enhancements and recommended actions to facilitate
implementation on a regional and global basis.’ :

The working group has focused its efforts in three key areas:
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W the quantification of the emissions benefits of CNS/ATM, starting with the development of a
quantification methodology;

e increased liaison with ICAO’s planning and implementation regional groups to help maximize
emissions benefits of regional CNS/ATM implementation plans; and

. identification and development of operational best practices on the ground and in the air to
reduce fuel burn.

In addition, at the request of the Council of ICAO, the Secretary General recently drew the attention
of States to the environmental benefits that would accrue from early implementation of satellite-based
CNS/ATM systems, in terms of reducing fuel consumption and avoiding unnecessary emissions.

Market-based options

ICAQ is also considering the use of market-based options as a potentially attractive means of limiting
greenhouse gas emissions at the lowest possible cost.

In April 1998, CAEP established another new working group to “identify and evaluate the potential role
of market-based options, including emission charges, fuel taxes, carbon offsets, and emissions trading
regimes.” The focus of this group’s work would be to evaluate the possible role that market-based
options could play in responding to Article 2.2 of the Kyoto Protocol.

CAEP has traditionally adopted technology-based standards for controlling emissions. Market-based
options offer a potentially cost effective approach to achieving environmental objectives. However,

their use raises a number of important economic, legal and administrative issues that must be fully
evaluated.

The working group has received briefings on:

- existing programmes related to various market-based options, notably regarding emissions
trading ;
W the past work by CAEP on emission levies (charges or taxes) and on similar recent analyses

conducted by the European Commission and others; and

¥  flexible mechanisms in the Kyoto Protocol.

In the light of these briefings, the working group has identified and begun to define a range of specific
market-based options including: fuel and en-route levies; emissions trading; and voluntary regimes.

It has also begun to develop an evaluation framework which will allow for a transparent comparison
of the strengths and weaknesses of these options.

In view of the importance attached to this work by the ICAO Assembly?, the goal of the working group
is to complete its technical evaluation by late 2000, prior to a policy review by CAEP.



Costs and benefits

On the basis of the work being carried out on these three separate aspects (technology and standards,
operational measures and market-based options), policy options are expected to emerge. It will then
be necessary to assess the costs and benefits of such policy options, if possible on a common basis.
This work will be undertaken by CAEP’s Forecasting and Economic Analysis Support Group.

Timescale

The present CAEP work-plan in the emissions field is aimed towards the next full meeting of the .
Committee (CAEP/5) which is expected to take place in the final quarter of 2000 or the first quarter of
2001. Thereafter, CAEP’s recommendations will be reviewed by the Council of ICAO, which meets
on a regular basis, and some aspects such as market-based options are also expected to be discussed
at the 33rd Session of the ICAO Assembly in late 2001.

Itis intended to consolidate these various activities into an ICAO Action Plan on emissions that would
provide a road map of tasks and objectives over the next few years. ICAQ intends to have it ready later
this year before the COP meets.

RELATED ISSUES .

There are a number of related issues on which we would like to comment.

Definition of aviation bunker fuels

In our Statement-to COP/4 in Buenos Aires, we drew attention to a question that had arisen in the
aviation community as to whether Article 2.2 of the Kyoto Protocol is intended to cover emissions from
international aviation only, or from both international and domestic aviation. Much depended on how
one defines “aviation bunker fuels”, a term which is not commonly used in the aviation community.

In the documentation for this week’s meeting (FCCC/SBSTA/1999/INF.4, para 10), we note the
Secretariat’s observation that the terms “international bunkers” and “bunker fuels” in the context of
greenhouse gas inventories are generally used to denote the international share of fuel sold to ships
and aircraft.

This provides some welcome clarification. If Article 2.2 is read in the same light, it is consistent with
ICAO’s mandate under the Convention on International Civil Aviation, which does not extend to
- domestic aviation. At the same time, ICAO’s Standards, Recommended Practices and Procedures in

many circumstances do have a de facto application domestically, in recognition of the need for a
consistent policy approach to international and domestic aviation. :




The allocation issue

The ICAO Assembly has expressed an interest in how ICAO might assist in furthering discussion on
the issue of allocating international aviation emissions. This issue is being examined within CAEP in

the context of analysing the potential role of emissions trading as a means of limiting or reducing
greenhouse gas emissions from civil aviation. -

In this connection, we noted with interest the statement in the Secretariat’s document that “It would
be up to the Parties to determine whether, and if so when, the inclusion of international bunker fuels

into national totals would affect “assigned amounts” as defined in Article 3 of the Kyoto Protocol”
(FCCC/SBSTA/1999/INF .4, footnote 1 to para 9), .

Emissions reporting

Finally, ICAO has considerable expertise in the area of data collection in the field of aviation. The
Secretariat’s document (FCCC/SBSTA/1999/INF.4) focuses on the difficulties that States have
experienced in accurately reporting emissions from the aviation sector. We would like to extend an
invitation to work more closely with the appropriate organizations (IPCC, SBSTA or the UNFCCC

Secretariat) in developing and implementing a plan to improve inventory reporting of greenhouse gases
from the aviation sector. -

SUMMARY .

This short summary is intended to give a comprehensive review of the significant and wide-ranging
efforts being made to address the reduction of emissions from aviation. The IPCC report, requested by
ICAO, gives a thorough assessment of the relevant issues including the status of research and
knowledge about the various impacts of aviation on the atmosphere. ICAO itself is leading
investigations into the possible further actions, including new technology, new or revised standards,
operational measures and market-based options to achieve the desired results, while taking into
account the unique features of civil aviation.

Endnotes

1.Appendix F to Resolution A32-8, Consolidated statement of continuing ICAO policies and practices
related to environmental protection. Accessible on the ICAO website (www.icao.int).

2.Appendix H of Resolution A32-8, Consolidated statement of continuing ICAO policies and practices
related 1o environmental protection. Accessible on the ICAO website (www.icao.int).




Measuring Soil Carbon Stocks

A System for Quantifying and Verifying Change in Soil Carbon Stocks due to
Changes in Management Practices on Agricultural Land

Brian McConkey, (mcconkeyb@em.agr.ca) and Wayne Lindwall (lindwallw @em.agr.ca)
Agriculture & Agri-Food Canada, June 1999

Summary

Carbon Soil Sinks:

®  Remove CO, from the atmosphere

®  Encourage sustainable development

®  Offer environmental benefits

®  Can be measured accurately at
reasonable cost

Repaying the Soil Carbon Debt

When land was broken from natural
forest or grassland for agriculture, a large
amount of the native soil organic matter was
lost as CO, to the atmosphere. However, if
land management practices are changed in
ways that increase the soil organic carbon, the
reverse occurs and CO, is effectively removed
from the atmosphere and put into the soil. This

a new equilibrium, followed by adoption of
management practices that sequester
carbon.

Figure 1. Soil carbon changes due to initial
land conversion to agriculture, attainment of

process is called carbon sequestration. Figure
1 illustrates soil carbon changes over time on
agricultural lands.

Land management practices on
agricultural land that increase carbon
sequestration include reduction in tillage,
restoring degraded land, improving pasture
management, and reducing fallow periods. In
addition to sequestering carbon in the soil,
these soil-improving practices also increase
soil productivity, enhance the quality of water
draining from agricultural land, and provide a
more hospitable environment for wildlife
inhabiting that agricultural land. Hence, these
practices are fundamental to a more sustainable
future.

Figure 2 shows an example from
western Canada of how improved land
management practices restore soil C. In this
case, land that had been conventionally

90
gao-
570-
= 60 -
£ 504
< 4
O 40-
& 30
5 204
S 104
°.

0

100-yr 80-yr Continuous

Conventional Conventional Native Grass
Management then 20-yr
No-Tillage

Figure 2 Canadian example of
restoration of soil carbon over 20 years
from adoption of no-tillage practices.






Verification

Land-Farming
Auditing

Situations

Soil C model
Parameterization

Figure 4 System for quantifying and
verifying changes in soil carbon stocks.

System Description

The core of the system is the model of soil
C dynamics. This science of soil C dynamics is
relatively well developed and several soil C
models (e.g. CENTURY) have been used
successfully to predict changes in soil C in a
wide range of environments. The basic system
involves:

1. Model Refinement: appropriate C model
parameters are derived and the soil C model
is thoroughly tested using a large set of soil
C research experiments and data.

2. Define Situations: From databases of soils,
landform, weather, and farm management,
important situations that result from a
combination of the farming system, land,
and regional weather are identified. Remote
sensing supplements database information
on no-tillage extent. (Remote sensing will
be more important when the system is
expanded to include soil C changes due to
changes in management of pastures, farm

System-Weather

wood lots, and other land use changes
involving perennial vegetation).

3. Scaling Up: Soil C changes for these
situations are predicted with the soil C
model. These are integrated to make large-
area or national estimates using a
Geographical Information System (GIS).

4. Verification: The accuracy of the soil C
model predictions are audited by comparing
the predictions with the rich set of carefully
measured C changes in the benchmark
situations. Further, if sufficient benchmarks
are available so that all important land-
farming system situations are represented,
an independent estimate of soil C changes is
available by scaling up the benchmark soil C
changes directly.

A Closer Look at Verification Benchmarks

In the Canadian pilot project, a network of
150 benchmarked fields were established,
covering the agriculturally developed portion
of the province of Saskatchewan (see Figure 5).
The benchmarked fields include every
important combination of soil type, texture, and
regional climate. The benchmarks were
established just before cooperating farmers
converted these fields to no-tillage in 1997. On
these fields, 2x5m benchmarks were located
with Global Positioning System (GPS) and
with a buried electromagnetic markers. These
benchmarks were carefully sampled according
to exacting protocol to minimize variability.
The farmers were instructed to manage their
fields normally without regard to the
benchmark (there is no visible marking of the
benchmarks). Soil carbon on the benchmarks
will be measured again three years after the
initial soil sampling.

Uncertainty of Soil C Changes Low
A well-designed network of passive

benchmarks on farm fields is a cost-effective
and powerful method of confirming that
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