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'SIDENT OF COP6

NOTE BY THE

JER 2000

23-11-00 7:04 PM

This note is presented on my persondl responsibility as a basis for further negotiations
and in an effore to bring COP 6 t0 a politically successful conclusion this week.

The note addyesses the key issues that remain unresolved in the documenis transmised to
the Conference by the subsidiary bodies at the close of their 13th sessions last Sawurday,
8 November 2000. It draws upon ideas contained in those documents, which have emerged over
the course of negotiations on the implememtation of the Buenos Aires Plan of Action.
It takes account.of ihe state of play at the conclusion today of the four informal sub-groups thas I
launched last Tuesday, 21 November 2000. These resulis were conveyed 1o wme by the Ministers
whom I entrusted with facilitating the informal sub-groups. I heartily thank them for their efforts
10 promoie consensus. They are in no way responsible for mty assessment.

This note does nor eddress the achievements of our hard-working negotiaiors on
Ardicles 5, 7 and 8 of the Protocol (accounting, reporiing and review). The few issues owstanding
in this area can be resolved once the outcome of negotiarions on other issues is known.

In preparing the proposals in this note I exercised my own political judgement and sought
o presens a balanced package. I trust that this will advance our constructive negoriation.

Jan Pronk
President of COP 6
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Box A. Capacity building, technology transfer,

Implementation of Articles 4.8/ 4.9; 3.14, finance

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

tation

Parties decide to create a new fund under the GEF: the adaptation fund. Separate guidance will be
given to the fund and special considerafion will be given to the needs of the LDCs and SIDs.

% An-adaptation fisnd will be established woder the GEF as a trust fund.

% The implementation of concrete adaptation projects in non-Annex I Parties will be financed
(stage I activities). Finance will be generated by the share of proceeds on the CDM (2.% of
the CERs generated by a project). Projects will be implemented by the UN implementing
agencws

% The CDM Executive Board will manage the fund. The Board shall fumction under the
guidance of, and be accountable to, the COP/MOP. Such guidance will be given by
COP/MOP on programs, priorities and eligibility criteria for funding of adaptation activities.

% The following activities will be included in the category of adaptation activities: avoidance of
deforestation, combating land degradation and desertification.

Cbn?ennon
Parties decide 1o create a new window under the GEF: a Convention fund: Separate guidance will
be given to the fund and special consideration will be given to the needs of the LDCs and SIDs.

<% The Convention fund will be a special window under the GEF
% Under this window, new and additional funding will be made available by Annex II Parties for
activities in developing couniries: technology transfer and techmical support, capacity building
related to climate change, specific CDM capacity building, national programmes containing
initigation measures, assistance with economic diversification. New and additional funding
will also be made available for capacity building in Annex I Parties with economies in
tramsition.
<> Sources of funding will be:
' 1. third replenishment to the GEF
2. voluntary contributions by Ammex I Parties
3. Ammex IT Parties will transfer [X] percent of thejr initial assigned amount to the registy of
the fund. Annex I Parties can acquire these units, on the basis of Article 17, for the
purpose of meeting their commitments of Article 3.1.
. 4. ODA
< The existing GEF counncil will manage the fund. The fund shall function under special
guidance of, and be accountable to, the COP. This will ensure that the GEF becomes more
respansijve to the needs and priorities of developing countries. Ownesship and-“country-driven
ess” in GEF projects will be enhanced. The scope of activities funded by the GEF will also
be broadened. GEF procedures and policies will be streamlined.
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Resources

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

Climate Resources Committee

Parties decide to establish a Climate Resources Committee at COP7, with the following mandate:
< To give policy advice to existing financing channels and institutions such as the GEF,
Regional Development banks, the World Bank, UNDP and other muiltilateral institations. The
advice will be focused on:
% Increasing climate finding
< Mainstreaming
<+ Monitoring and assessinent

Capacity building

Parties decide to establish a framework 1o guide capacity building activities related to the
implemeatation of the Convention and effective participation in the Kyoto Protocol, in order to
assist non-Annex II Parties. (See Draft Decisions FCCC/SB/2000/CRP.16 and
FCCC/SB/2000/CRP.17).

Technol er

< Parties decide to establish an intergovernmental consultative group of techmical and scientific
experts on technology transfer under the SBSTA
< The group will:
> Facilitate the exchange and review of information by creating a clearing house and
regional techmology tnformation centers;
> Advise SBSTA on further actions to be taken.
» TFocus on ways and means to address the barriers for technology transfer as identified in
the IPCC special report on technology transfer
> Be composed on the basis of equal geographical distribution
% SBSTA will review the group’s work on a regular basis, consider its advice and if necessary
request the COP to take any further action, including inter alia programs and priorities for
financing of activities.
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Adverse effects of climate change

Actions to be taken by Amnex IT Parties include:

% Pilot or demonstration projects to show how adaptation planning and assessment can be

practically translated into projects and integrated into national policy axd sustainable

development planning. Non-Annex I Party national communications, other relevant soiirces

and the staged approach endorsed by the COP will serve as a basis.

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

aha? in the areas of waier resources management, land management, agriculoure, heaith ,

nfrastructure development, ecosystems, and integrated coastal zone management

% Im'pmved monitoring of diseases and disease control and prevention for Parties affected by
climste change

% Avoidance of deforestation and prevention of land degradation, insofar as these activities are
mlam 1o climate change C G yhyete

ng and establishing national and regional centers and information networks for

ise to extrerae Weather events, wiilizing information technology as much as

&
%8

Anyex I Parties and other Pasties in a position to do so decideto report in their national

corumumicafions on:

< The efforts 1o limit the adverse social, environmental and economic impacts of the policies
and measures they have adopied or are planning with the aim of addressing climate change,
such as: reducing or phasing out market distorting instrauments (e.g. coal subsidies) and
reducing or phasing out the nse of high emission energy carriers

# The naiional communications will be reviewed under the Kyoto Protocol (Axticle 8). A certain
degree of flexibility shall be allowed to Parties included in Annex I undergoing the process of
tramsition to a market economy.

<> Annex II Parties will assist non-Annex I Parties adversely affected by response measures
through concrete actions based on finther methodological work in the field of technology
transfer, capacity building, economic diversification, increasing energy efficiency in fossil
fuel production, advanced fossil fuel rechnologies (icluding carbon capture and storage)

% Developing country Parties will report on their specific needs and concerns arising from the
implementation of response measures, effectively implementing the guidelines for national
communications
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% A separate work programme will be established for LDC:s to be financed by the GEF,
focussing om:
>» Early launch of vulnerability and adaptation needs ass:
building and technical assistance
» Development of national adapiation p
» Priority for implementation of concrete adapmmon projects. Disaster relief, avoidance.of
deforestation and prevention of land degradsiion imay be included.
> Esuablishment of an LDC group of experts to assist in nationa] adaptation programimes
_ action
% To encourage a greaf:
exempt from the share of proce
projects’ will also be promoted

essinents, including capacity

of

ter flow of CDM projects to the LDCs, CDM projects in LDCs will be
eds for adaptation. The implementation of “small scale CDM
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Box B. Mechawisms

COP/MOP <-> fixe

A._Compasition of the Executive Board of the CDM

% Parties agree that the composition of th@ Executive Board is an essential element in ensuring
integrity, credibility and efficient operationalisation of the system. Parties therefore decide on
a balanced approach in g@mosmm a@d ‘votmg pmcedures
% %fiﬁh@@@@&ﬁ&m@%ﬂ%fd%ﬂ be in accordance with current UNFCCC practices
equitsble geographical representation of the five UN regional groupings, taking into account

the interest groups as reflected by the curent practice in the UNFCCC Burean).

% Equal nurbers of mémbers from each of the-five UN regional groups, plus one representative
from the group of small island developing States (16 memmbers).

4 Execuiive Board members shall maake every effort to reach agreement on any proposed
decision by consensus. Any decision shall as a last resort be adopted by a three-fourths
majority vote of the members present and vofing at the meeting.

% The Execative Board shall be subject to the anthority and guidance of, and be accountable to,
the COP/MOP.

C. Institutions for a prompt start for the CDM

< Parties decide that a prompt start for the CDM will be operationalised by electing the
Execmive Board will be elected at the next session of the subsidiary bodies.
< The Executive Board will be served by the UNFCCC secretariat
> Appropriate resources #gwill be made available for the prompt start of the CDM.

iedbility of project activities under the CDM

2

Parties recognize that it is up to the Party’s discretion to judge whether a project activity is in
line with its national strategy on sustainable development.
<% Annex I Parties will declare that they will refrain from using nuclear facilities for generating
certified emission reductions under the CDM.
< Parties decide that because of their conteibution to the uttimate objective of the convention
and to sustainable development, the following activities should be given priorty and will have
expedited consideration within the rules, modalities and procedures of the CDM:
> renewable energy (inter alia small scale hydro)
> energy efficiency improvements
< Under the guidance of COP/MOP, the Executive Board shall further develop rules and
modalities for the operationalisation of this decision.
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Supplementarity

<» Annex [ Parties shall meet their emission commitments primarily through domestic action
since 1990. Compliance with this principle will be assessed by the facilitative branch of the
complismce committee on the basis of qualitative and quantified information, reported in
natiopal commmmications and reviewed under Article 8. The facilitative branch shall advise
on how to ensure the effective inaplementation of this provision. A first assessment should be
reported in the fourth natjonal communications of Annex I' Parties due in 2005.

% Parties agree that Asticle 17 provides opportunities for Parties to fulfill their cormmitments in a
cost-effective way. Parties also recognize that reporting, review and a strong and enforceable
compliance regime are not sufficient to prevent Parfies from overselling, thereby potentially

, endangering the environmental integrity of the system.

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

‘ emaissions. ' .

< Afier the annual review of each Party’s emissions data, the portion of assigned amount that
must be retained shall be recalculated and, if necessary, adjusted.
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Fungibility
& Partiés should protect the climate system for the benefit of present and future generations of
human kind, o the basis of equity and in accordance with their common but differentiated
responsibilities and respective capabilities. Accordingly, the developed country Parties should
take the lead in combating climate change and the adverse effects thereof. Parties affirm that
in their actions to achieve the purpose of the mechanisms, Parties shall be guided by Article 2
of the Convention and the principles contained in Article 3 of the Convention.

Parties note that per capita emissions in developing countries are still relatively low and that

the share of global emissions originating in developing couniries will grow to meet their social

and developraents needs.

< Parties recognize that the Kyoto Protocol has not created or bestowed - on Parties included in
Annex 110 the Convention and in Annex B 1o the Protocol - any right, title or entitlement to
emissions of any kind in the pursnance

affects the consideration or decision

9,
D

ive capabilities.

under “joint implemmentation *) and parts of an

assi ampunt (imder emissions trading) could be added to, or subtracted from, the assigned

t of a Party. Pasties agree that certified emissions reduction umits (CDM) could be

to the assigned amount of a Party and counld be used for the purpose of contributing 20
compliance with the quantified ernission limitation and reduction commitments in Asticle 3
without altering that Party’s assigned amonnt pursuant to its commitments inscribed in Annex
B. :

% Parties detide that emission reduction units and parts of assigned amount” may be exchanged

o

%

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

% Parties decide 1o foster LDC participation in the CDM by:

» Special artention will be paid to instimtional capacity building for LDCs;

> - CDM projects in LDCs will be exempt from the share of proceeds for adapration;

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

M

Procedures for “jeint implementation”

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

=
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ind-use, Land-use change and forestry

< Parties agree that for the jmplementation of Asticle 3.3, “forest” is defined in accordance with
the FAO definition.: Parties recognize that there should be certain flexibility in applying the
FAO values in order to reflect mational circnastances.

% Parties decide to establish & process to investigate the feasibility of applying biome-specific
forest definitions for future commmitment periods ' '
< Parties decide that for defining afforestation, reforestation and deforestation the set of IRCC..

definitions shall be applied. According to the IPCC Special Report, this set of definitions
delivers an accounting system that is closest to the actual exchange between lands brought
under the system and the atrnosphere.
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& P?gﬁi% d@mdfﬁ that a Party may include the following activities: grazing land manage
cropland management and forest management (broadly defined land management Mmes;)

revegetation (nurowly defined activity).

Accounting:
& Parties recognize that the scale of the activities applied could lead to major modifications in
he effort for Parties to meet the article 3 comupitments..
% E’ﬁ@@f@z@ Parties decide that the conmcibution of additional activities under axticle 3.4, towards
meeting a Patty’s target in the first commitzacnt period shall be limited to 3 % of the Party’s
“base year emissions.
% In addition Parties decide that accounting for additional activities shall take place in two

distinguished intervals:

First interval (full crediting up 10 level of 3.3 debit)
> Paries recognize the nintended outcome of article 3.3, namely that countcies who have an
overall increase in their total forest carbon stock, may nevertheless have their assigned

amonnts reduced because of accomnting and definitional conventions under article 3.3.

> Therefore, Parties decide that Parties may fully account for cacbon stock changes and net
GHG emissions in areas under forest management up to a level that is equal to the net debit
incurred nunder the provisions of article 3.3, under the condition that the total forest carbon
stock change since 1990 in that country compensates the net debit incurred under the
provisions of article 3.3. This first interval shall not be more that 30 Mt CO, .

Second inserval (discounted crediting in remaining interval to factor out non-direct human
induced effects and to address uncertainty)
> Parties decide that carbon stock changes accounted for in accordance with the provisions of
article 3.4 ghall, for the broadly defined management activities, exclude the effects of
@ indirect nitrogen deposition,
= elevated CO2 concentrations,
»  other indirect effects and,
= (for forest ecosystems) the dynamic effects of age strucmre resulting from
management activities before 1990
> Therefore, Parties shall apply a reduction of 30% to the net carbon stock changes and net
GHG emissions that result from additional cropland and grazing land management activities
and of 85% to the net carbon stock changes and net GHG emissions that result from additional

forest management.
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Additional activities ander Article 3:4 in the second and consecutive commitment perigds

% Parties decide that the CoP/moP shall, prior to the fixing of emission cormumitments for

subsequent commnitment periods, review the list of agreed additional activities for use in
~ second and subsequent commmitment periods, together with the rules, modalities and guidelines
for their accounting.

% Parties further decide that accounting of carbon stock changes and net GHG emissions shall
be limited 1o direct human induced changes on carbon stocks and net GHG emissions. Parties
therefore establish a process to periodically review the approach taken with respect to
factoring out, taking into account methodological work by the IPCC on this matter.

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

% Parties decide that eligibility to make use of this provision will be determined on the basis of 2
reviewed national mventory

< Parties agree that LULUCF activities can contribute to the two-fold purpose of the CDM.

: Parties therefore decide to inclnde afforestation and réforestation under the CDM. However
they also recognize the special concemns, which arise from implementing these projects.

€ Parties decide that activides, preventing deforestation‘and Jand: degradation, will notbe.
eligible as credit generaring projecis under the CDM. However, these activities. will be labeled -
as priogity projecis to be funded under the adaptation:fimd in order to address drought,
desertification snd watershed protection, forest conservation, restoration of native forest
ecosystems, restoration of salinised soils.

% Parties recognize that accounting modalities and definitions.for Article 3.3 may peed to be-
modified; and that the issues of non-permanence, social and environmental effects, leakage,
additionality and uncermainty should be propexly addressed. LULUCF projects would also
need to be in conformity with the objectives of other multilareral environmental agreements.

% Parties therefore decide to establish a process under the SBSTAsto develop rules and
modalities taking into account further methodological work by IPCC, where necessary, to deal
with these issues.
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Box D. Policies and Measures, Compliance,
Accounting, Reporting and Review

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

Pardes decide to invite submissions by Annex I Parties on the meaning of demonstrable
progress and the need for guidetines for reporting on this progress (Article 3.2 of the Kyoto
Protocol) for SBSTA, 14, with a view to have a funther consideration at CoP-7.

@

tbsequent con m& gm@ﬁg are fimely.

4 ?MQS ztwte ﬂm, ¢ penalty rates will be an essential element of the compliance system. Although
they will parily serve as an interest rate for the deleys in the achievement of emission
commitments xhey should also be an incenrive to comply and they should, therefore, be set at

% Parties decide ﬂm& emission commitments. for the second commitment period should be
adopted: before the begimming of the first comnntmem period.
arties decide that, if a Pm:y has been determined as being in non compliance with its
iments nnder Article 3.1, the enforcement branch should apply the following
COnseqUences:
> Subtraction of excess emissions from the assigned amount of the subsequent commitinent
period.
> Penalty rate should be set at 1.5 and be increased by 0.25 after the subsequent
commitroent period if the Party concemned i8 not in compliance at the end of the
subsequent commitmenit period.
> Parties concerned shall after determinarion of non compliance, develop and submit to the
enforcement branch for its approval a compliance action plan setting out how they
propose to meet their commitments in the subsequent commitment period.
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%

%

remtiation between Parfies (in particular Annex I and non-Avmex I)

Parties decide that the mandate of the enforcement branch will be Yimited to obligations that
are mcumbent en Annex I Parties.

There will be no eligibility f@qmmzs for non-Annex T Parties in respect of their
participsiion in the CDM, recognizing that only Parties con participate in the CDM that have
ratified the Kyoto Protocol and mest commitments under Article 12 of the Convention taking
into account the availability of financial resources.

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

2,
66?

%

Parties decide that the role of the COP/MOP should be limnited to giving general policy
guidance 1o the Compliance Committee and that it should not intervene in individual cases.
Parties decide that there is no need for an appeals procedure.

X

4

4

Parties decide that the mandate of the enforcement branch covers quantitative emission
conmitments, eligibility requirements under Articles 6, 12 (only Ammex I Parties) and 17.

All other cases of non-compliance falt within the mandate of the facilitative branch, including
Articles 2.3, 3.14, 5.1, 7.1, 7.2, 10 and 11, 1aking into account the character of commitments
for Annex I and Non Amnnex I Parties.

The facilitative branch shall be responsible for providing advice, facilitation to parties in
implementing the Kyoto Protocol and promoting compliance of Parties with their
commitments under the Protocol.
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Complinpee: compogition of ﬁm mpliance Comitiee

4 Parties decide 1o establish a Compliance Cornmiitee, which shall function throngh two
bramches namely a facilitative branch and an enforcement branch.

%@*ﬁ‘@@g branch

¥ Parties decide that the balance in the facilitative branch will be in accordance with cuxrent
UNECCC practices (equitable geographical representation of the mve UN regional groups,
mking mio account nterest groups as reflected by the cument practics in the UNFCCC
Bureau).

%  Boual munbers of members from each of the five UN regional groups, plus one
representative from the group of small island developing States. :

% The ﬁ@&ﬁmv@ branch shall consist of 11 members.

“acilitative branch members shall make every effort to reach

g’e? @hol )
decision by comsex Any decision shall, as a last resor, be 8
majority vote of the members present and voting at the meeting.
- Enforcement branch:

< Parties decide that the balance ia the enforcement branch will be in accordance with current
UNRCCC practices (equitablé geographical representation of the five UN regional groupings,
taking into account the interest groups as reflected by the eurrent practice in the UNFCCC
Bureag).
% Bqual numbers of members from each of the five UN regional groups, plus one representative
from the group of small island developing States.
% The enforcement branch shall consist of 11 members.
< Eaforcement branch members shall make every effort to reach agreement on any proposed
decision by conseusus. Any decision shall as a Jast resort be adopted by a:
» Three-fourths majority voie of the members present and voting at the meeting
» Double majority (majority as a whole and in annex I and non ammex I).

Compliance: Legal basis, the form of adoption of the final result on compliance

<> Parties decide that the adoption of the compliance system, including binding consequences,
shonld be legally based on:
> An agreement supplementing the Kyoto Protocol prior to jts entry into force
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I [E
Article 6 of the Kyoto Protocol

9. A Party included in Annex I that authorizes legal entities to participate in Article 6
projects under its responsibility shall remain responsible for the fulfilment of its obligations
under the Protocol and shall ensure that such participation is consistent with this annex.

10. A Party included in Annex I involved in one or more projects under Article 6 shall
submit to the secretariat a report identifying the Party’s focal point of contact for the purpose of
project approval pursuant to Article 6, paragraph 1(a).

CDM
Article 12 of the Kvoto Protocol

37. [Each certified project activity in the CDM must involve the participation both of a Party
included in Annex I and a Party not included in Annex I.]

38. Participation in a CDM project activity is voluntary.
39. A Party not included in Annex I may benefit from CDM project activities if it:
(a) Has ratified the Protocol,

(b) [[Has submitted its national communications in accordance with Article 12 of the
Convention][Is in compliance with its commitments under Article 12 of the Convention
taking into account Articles 4.3, 4.5 and 4.7 of the Convention];]

(c) [[Is bound by procedures and mechanisms on compliance adopted by the
COP/MOP] [Is bound by procedures and mechanisms on compliance adopted by the
COP/MOP and has not been excluded from participation in the CDM according to its
procedures and mechanisms];]

40. [A private or public entity [, including international financial entities and multilateral
funds,] may participate in CDM project activities with the approval of the [Parties
involved][Party in which it is operating or legally resident, if the Party meets the requirements in
paragraphs 36 as applicable].]

41. Option 1: A Party included in Annex I that authorizes participation of private and/or
public entities [under the CDM, including in activities mentioned in Article 12, paragraph 3 (a),
and in the acquisition of certified emission reductions] [in CDM project activities] shall remain
responsible for the fulfilment of its obligations under the Protocol and the Convention and shall
ensure that such participation is consistent with this annex on modalities and procedures.[ Any
costs, risks or liabilities that have not been expressly accepted by the Party not included in



Annex I at the time of approval of the CDM project activity shall be assumed to be the
responsibility of the participating Party included in Annex I.]

Option 2: A Party included in Annex I that authorizes participation of private and/or
public entities [under the CDM, including in activities mentioned in Article 12, paragraph 3 (a),
and in the acquisition of certified emission reductions] [in CDM project activities] shall remain
responsible for the fulfilment of its obligations under the Protocol and the Convention and shall
ensure that such participation is consistent with this annex on modalities and procedures.

42. A Party may develop national rules or guidelines, consistent with modalities and
procedures established for the CDM, for the participation in CDM project activities of that Party
and of entities resident in or operating under the jurisdiction of that Party. The Party shall
publish such national rules and guidelines.

43, Parties participating in the CDM shall designate a national authority for the CDM,;

BEHEES]
Article 17 of the Kvoto Protocol

(Note: The following paras. refer to participation.)

5. Option 1: (a) A Party included in Annex B authorizing any legal entity subject to its
jurisdiction to participate in international emissions trading shall establish and maintain a
domestic system for accurate monitoring of greenhouse gas emissions of all relevant authorized
legal entities.

(b) A Party included in Annex B authorizing any legal entity subject to its jurisdiction to
participate in emissions trading under Article 17 shall remain responsible for the fulfilment of its
obligations under the Protocol and shall ensure that such participation is consistent with this
annex. Legal entities may not participate in emissions trading under Article 17 during any
period of time in which the authorizing Party is ineligible according to the provisions of
paragraphs [1 to] [2 to] 4 above.

Option 2: (Note: this options consists of para. (b) above.)

Option 3: Transfers and acquisitions of PAAs shall take place between Parties included
in Annex B, provided that the transferring Party, in the achievement of its quantified emission
limitation and reduction commitment under Article 3, has been able to limit or reduce its
greenhouse gas emissions to an extent which exceeds its emission limitation and reduction
commitment, thereby resulting in a part of the assigned amount of emissions not being used.

6. [A Party included in Annex B authorizing any legal entity to participate in emissions
trading under Article 17 shall maintain an up-to-date list of such entities and make it available to
the secretariat and the public.]
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CONFERENCE OF THE PARTIES
Sixth session

The Hague, 13-25 November 2000
Agenda item 7 (c)

" PREPARATIONS FOR THE FIRST SESSION OF THE CONFERENCE OF THE
PARTIES SERVING AS THE MEETING OF THE PARTIES TO THE KYOTO
PROTOCOL (DECISION 8/CP.4)

WORK PROGRAMME ON MECHANISMS (DECISIONS 7/CP.4 AND 14/CP.5)

Article 12 of the Kyoto Protocol

Note by the President

Addendum

1. This text has been prepared under the authority of the President of COP 6 to facilitate
future work. It is based on the text forwarded to the COP by the subsidiary bodies at the second
part of their thirteenth sessions (FCCC/SB/2000/CRP.20/Add.1), as well as on informal
consultations and recommendations from the chairmen of the subsidiary bodies, assisted by the
chairman of the contact group on mechanisms.

2. The COP is invited to take note of this text, recognizing that the text forwarded to the
COP by the subsidiary bodies contained in document FCCC/SB/2000/CRP.20/Add.1 also
remains on the table.
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Annéx B ([JUNFCCC CDM reference manual])
Project design document
Option A (para 1)
1. A project activity shall be described in detail in a project design document and shall

include the following:

(a) A short, objective, non-technical summary of the purpose and context of the
project;

(b) A description of the project:
(1)  Project purpose;

(i)  Contribution to sustainable development[, as defined in the host Party’s
national development plan][, as defined in Agenda 21 and the relevant
multilateral environmental agreements];]

(iii)  Technical description of the project and a description of the transfer of
technology, including viability of technological choices;

(iv)  Information regarding project location and its region;
(v)  Brief description of the project boundaries (geo-referenced);

(vi)  Key parameters affecting future developments relevant to the baseline as
well as the CDM project activity;

(vii)  [Socio-economic aspects and social actors involved in the project;]

(viii)  [Influence of the project on the socio-economic situation of the host Party
and/or in the specific region in which the project is implemented;

- Socio-economic impact of the project beyond its project boundaries, in the
influence zone;

(©) Additional effects (indirect) of the execution and ﬁ.mctioning of the project;]
@ Proposed baseline methodology:
(i)  Description of and justification for baseline determination;
(i)  Justification of proposed crediting period;
(iil)  The estimated operational life of the project;

(iv)  Any other information required to make fully transparent the application of
the approved [multi-project] baseline to the specific project;

(v)  Description of key parameters and assumptions used in the baseline estimate;

(vi)  Description of the extent to which national policies influence the
determination of the baseline
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(vil)  [Description of the [national] policies on the type of projects in the Party
included in Annex I].];

(viii)  Data sources to be used to calculate the baseline anthropogenic emissions by
sources [and/or anthropogenic removals by sinks], such as historical data on
anthropogenic emissions by sources [and/or anthropogenic removals by
sinks], variables and parameters used;

(ix)  Historical anthropogenic emissions by sources [and/or anthropogenic
removals by sinks] for the activity, as appropriate;

(x)  Projection of baseline emissions and emission reductions by year over the
operational life of the project;

(xi)  [Uncertainties (in a quantitative manner, as applicable):
- Data;
- Assumptions;
- - Key factors;
- Other;]

(xii)  How the [baseline methodology][project] addresses potential leakage beyond
the project boundary [at the national and sub-national levels];

(xiii)  In the case of a new baseline methodology, strengths and weaknesses of the
proposed baseline methodology;

(xiv)  [Positive and negative social, economic, environmental and cultural impacts
related to the project;]

(e) [The executive summary of the environmental impact assessment [, including
social impacts] as required under paragraph 49 (d) of this annex, if applicable;]

® [[For land-use, land-use change and forestry CDM project activities]:
(i) A proposed period of time during which carbon would remain sequéstered;

(ii)  Modalities to address the possibility that some or all carbon sequestered
through the project is released before the time specified in subparagraph (i)
has elapsed;

(ili)  Modalities to address potential reversibility of carbon sequestration;]
® Economic and financial information:
(i)  Sources of financing and evidence that the funding is additional;

(i)  [Financial and economic analysis
(internal rate of returmn, reserve funds, financial flow)];
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(iif)

[Estimates of the costs of implementation and maintenance of the project
over its projected lifetime];]

(h)  Additionality: Explanation of how the project activity meets the CDM
additionality requirements;

1) Other information:

@

(i)

Comments, observations and/or suggestions by local stakeholders and
description of their involvement;

Contribution to other environmental agreements (e.g. biological diversity,
desertification), as applicable;

{)) Monitoring plan:

®

(i)

(iii)
i)

)

(vi)

Relevant project performance indicators both within and outside the project
boundary;

Daia needed for the project performance indicators and assessment of data
quality;
Methodologies to be used for data collection and monitoring;

Assessment of the accuracy, comparability, completeness and validity of the
proposed monitoring methodology;

Quality assurance and quality control provisions for the monitoring
methodology, recording and reporting;

Description of how monitored data will be used to calculate the emissions
reduced [or removed];

& Proposed formula for the calculation of the emissions reduced [or removed]:

®

(i)

(1ii)

iv)

Anthropogenic emissions by sources [and enhancements of anthropogenic
removals] that are significant and reasonably attributable to the project
activity within the project boundary;

Anthropogenic emissions by sources [and enhancements of anthropogenic
removals] that are [significant and] reasonably attributable to the project
activity outside the project boundary and within the geographic area of the
reference scenario;

The total anthropogenic emissions by sources [and enhancements of
anthropogenic removals] from subparagraphs (k) (i) and (ii) above;

Comparison of the total anthropogenic emissions by sources [and
enhancements of anthropogenic removals] attributable to the project activity
calculated using the approved methodology within the geographic area of the
reference scenario to the appropriate baseline;



FCCC/CP/2000/CRP.2/Add.1
Page 35

(v)  Any additional factor required by the executive board to account for changes
in anthropogenic emissions by sources [and enhancements of anthropogenic
removals] that are [significant and] reasonably attributable to the project
activity but outside the geographic area of the reference scenario;

(vi)  Emissions reduced during the specified period;

) References.
Option B (para 2)
2. A project activity shall be described in detail in a project design document and shall

include the following:

@) A description of the project, comprising project purpose, a technical description
of the project, and a description of project boundaries;

(b)  Proposed baseline methodology:

(i)  Description of the baseline calculation methodology and justification of
choice;

(il)  Justification of estimated operational life of the project and proposed
crediting period;

(iii)  Description of key parameters, data sources and assumptions used in the
baseline estimate, and assessment of uncertainties;

(iv)  Projection of baseline emissions and emission reductions by year;
(v)  Description of how the baseline methodology addresses potential leakage;

(vi)  In the case of a new baseline methodology, an assessment of its strengths
and weaknesses;

©) Documentation of the environmental impact assessment;
d) [[For land-use, land-use change and forestry CDM project activities]:
(i) A proposed period of time during which carbon would remain sequestered;

(i)  Modalities to address the possibility that some or all carbon sequestered
through the project is released before the time specified in subparagraph (i)
has elapsed;

(ili)  Modalities to address potential reversibility of carbon sequestration;]
(e) Sources of financing and demonstration that the funding is additional;
® Explanation of how the project activity meets the additionality requirements;

(g Comments, observations and/or suggestions by local stakeholders and description
of their involvement;
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(h)  Monitoring plan:
(i) Data needed and assessment of data quality
() Methodologies to be used for data collection and monitoring;
69) Proposed formula for the calculation of the emissions reduced [or removed]:

(i)  Anthropogenic emissions by sources [and enhancements of anthropogenic
removals] that are significant and reasonably attributable to the project
activity within the project boundary;

(i)  Anthropogenic emissions by sources [and enhancements of anthropogenic
removals] that are [significant and] reasonably attributable to the project
activity outside the project boundary and within the geographic area of the
reference scenario;

(iii)  The total anthropogenic emissions by sources [and enhancements of
anthropogenic removals] from paragraph (i) subparagraphs (i) and (ii) above.

() References.



H. Validation and registration

paragraph 49

The designated operational entity selected by project participants, and under a contractual
arrangement with them, to validate a project activity, shall review the project design document
and any supporting documentation to confirm that the following requirements are met:

() Option 1: [For projects designed to enhance anthropogenic removals by sinks, the
project ensures that CERs reflect real, measurable and long-term benefits in enhancement
of removals and/or avoidance of emissions of greenhouse gases by specifying:

(i) A proposed period of time during which carbon would remain sequestered;

@ii))  Modalities to address the possibility that some or all carbon sequestered
through the project is released before the time specified in subparagraph (i)
has elapsed;

(ili)  Each CER issued on the basis of a project activity that relates to the removal
of carbon due to land use, land use change, and forestry shall be designated a
“temporary certified emission reduction” (T-CER) and shall be valid for a
period determined in accordance with paragraph (). The validity period
shall form part of the unique serial number of each T-CER;

(iv) The project design document for a project activity that relates to land use,
land use change, and forestry shall specify a project termination date. The
project design document shall provide for continued monitoring at regular
intervals after the issuance of T-CERs until the end of the project activity
termination date, and for reporting the results of snch monitoring to the
designated operational entity.]

Option 2: ['For a project activity related to land use, land use change, and forestry
that provides benefits related to the mitigation of climate change that are non-
permanent, the project activity satisfies the requirements set out in paragraph 77.]

paragraph 77

[*The following provisions shall apply to a project activity related to land use, land use
change, and forestry that provides benefits related to the mitigation of climate change that are
non-permanent:

1,2: The text within this bracket has not been negotiated.



(@) Each CER issued on the basis of such a project activity shall be designated a
“temporary certified emission reduction” or "T-CER" and shall have a validity period of
a specified number of years that runs from the time it is retired pursuant subparagraph (e).
This validity period shall form part of the unique serial number of each T-CER.

(b)  If the benefits related to the mitigation of climate change underlying the T-CER
are reversed before a time equal to its validity period has elapsed, project participants shall be
responsible for transferring a replacement unit to a cancellation account maintained for this
purpose in the registry for Parties not included in Annex I The replacement unit shall be valid
for no less than the remainder of the applicable time. Project participants shall demonstrate to
the designated operational entity before the issuance of a T-CER that they have secured
sufficient financial guarantees, reserves of assigned amount, or other forms of guarantee
approved by the executive board, to ensure that this responsibility will be fulfilled.

(©) In addition to the monitoring elements required by paragraph 89, the monitoring
plan for such a project activity shall provide for continued monitoring at regular intervals after T-
CERs are issued, and for reporting the results of such monitoring to the designated operational
entity. If such monitoring shows that the underlying benefits related to the mitigation of climate
change have been reversed before the applicable time has elapsed, the project participants shall
immediately notify the designated operational entity and cause an appropriate number of
replacement units to be transferred to the cancellation account in the registry for Parties not
included in Annex I as provided in subparagraph (b). Failure to monitor or report as required
shall be considered equivalent to such a reversal.

(d A new T-CER may be issued at the end of the applicable time if the underlying
benefits related to the mitigation of climate change continue to be maintained, and if the project
participants demonstrate sufficient gnarantees regarding the new T-CER as provided in

subparagraph (b).

€) An Annex I Party may use a T-CER for the purpose of compliance with its
commitments under Article 3.1 by placing it in a retirement account in the Party's registry. The
validity period of such T-CER shall begin to run when it is retired. The Party shall replace the
T-CER before the end its validity period by placing another unit of assigned amount in a
cancellation account maintained in its registry for this purpose.]






	20120905162311580
	20120905162540762
	20120905162615838

