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Friday, October 27

B:00am G Staff Meeting
9:15am Strobe’s AsstSecs Meeting : o
8:00pm Arena Stage (Pleasure of Seeing Her Again)

Sunday, October 28

Time TBD Dinner w/Jack and Libby Halaby (tentative) -

Monday, October 30

8:00am Keynote - Int’l Climate Change Partnership’s
Earth Technologies Forum

Tuesday, October 31

9:15am Strobe’s AsstSecs Meeting

2:00-5:00 D Cmte Meeting

UPCOMING EVENTS:

Fri., Nov. 3 Dale’ s opening at Troyer Gallery

5:30pm . followaed by dinner at home

Mon/Sat. ,Nov.13-25 COP 6 (The Hague) (High level Nov.
- 22-24) -

Tues., Nov. 14 "Host dinner for Mrs. Sadik

Fri., Nov. 17 Aréna Stage (Play On) 8pm

Sat., Nov. 18 5:45pm Lv Dulles for The Hague

(staying: Hotel Bel Air)

Sunday, Nov. 19 Thanksgiving Dinner at Amb.
Schneider’s

Sunday, Nov. 26 3pm Ar Dulles from The Hague
Wad., Nov. 29 Dr. Braun.

Thurs., Nov. 30 CFR speech (in DC) per John B.
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29, 2001 (8pm)

June 5, 2001 (8pm)

____U/S Global Affairs

Benin Conference on New and Restored

Democracies
(tentative)

Ar Palermo

Transnational Crime Convention
(Palermo, Italy)

Enchanted Holiday Evening (Youth -
For Understanding Foundation
NYC (to be determined)

Arena Stage (K2) 8pm

7-45am Lv BWI on UA 221
10:25am Ar LA

2:30pm Lv LA on UA 220
3:30pm Ar BWI

Arena Stage (Tom Walker) 8pm

Red Priest Barogue Ensemble
3133 Dumbarton Street (828-3090)

Arena Stage (Coyote Builds North
America) Bpm

Kennedy Center - (Washington
Ballet) (7:30pm)

JFK Ctr (Pmerican Ballet Theatre)
Arena Stage (A Streetcar Named
Desire) Bpm

Arena Stage (Constant Star) 8pm
JFK Ctr (Dance Theatre of Harlem)
JFK Ctr (Miami City Ballet)

JFK Ctr (Royal Ballet)
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Ballet) (7:30pm)



Clinton Presidential Records
Digital Records Marker

This is not a presidential record. This is used as an administrative
marker by the William J. Clinton Presidential Library Staff.

This marker identifies the place of a tabbed divider. Given our
digitization capabilities, we are sometimes unable to adequately
scan such dividers. The title from the original document is
indicated below.

Deputies Mtgs
Divider Title:




MAY-31-2008 16:54 OES FRONT OFFICE 202 647 0217 P.81/84

United States Department of State

Assistant Secretary of State for Oceans and
International Environmental and Scientific Affairs

Washington, D.C. 20520..

il

NN

May 31,2000

TO : DISTRIBUTION LIST

FROM: David B. Sandalow

SUBJECT: Climate Meeting, Thursday, June 1
'We will meet on Thursday, June 1 from 4:00-5:30 in Room
7835. There are two topics on the agenda:

(1) Sinks issues under Articles 3.3 and Article 3.4

(2) The use of overseas development assistance (ODA) in the
CDM.

Papers attached.
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COP-6 Sinks Decisions: S ‘
General Approach -

1. Introduction

Land use, land-use change and forestry activities (LULUCF) are addressed in Articles 3.3, 3.4
and 3.7 of the Kyoto Protocol.

» Article 3.3 requires that Parties, in meeting their targets, count emissions and removals from
three specified land-use change and forestry activities: afforestation, reforestation and
deforestation (ARD) since 1990.

» In addition, Article 3.4 allows the COP/MOP to include additional LULUCEF activities — for
example, conservation tillage — for the second and subsequent commitment periods. Parties
may choose to apply any such decision to the first commitment period, for activities taking
place since 1990.

* Finally, Article 3.7 provides that for states whose land-use change and forestry activities in
1990 were a net emission, the net land-use change emissions shall be included in the
country’s 1990 emissions baseline.

At COP-6, Parties will make a set of decisions regardmg Articles 3.3 and 3.4. These decisions
will likely include:

= definitions and accounting rules for ARD activities under Article 3.3;
v definitions of which additional LULUCF activities to include under Article 3.4, as well as
accounting rules for these activities.

The package of COP-6 decisions could also include:

* limits on the degree to which Parties may count Article 3.4 activities in the first period
= aprocess for including additional LULUCEF activities under Article 3.4 after COP-6
= elaboration of the land-use change elements of Article 3.7.

By August 1, 2000, Parties must submit their views and proposals concerning these Article 3.3
and 3.4 issues, including proposed definitions and accounting systems, along with national data
and assessments of those proposals.
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o

Definitions and accounting for afforestation, reforestation, and deforestation (ARD)
activities under Article 3.3

The COP-6 decision package will likely include definitions of ARD activities, perhaps
providing Parties the option of choosing among a set of possible definitions or accounting
approaches. The definitions of “afforestation™ and “deforestation” are relatively
uncontroversial from a political standpoint, but involve important technical considerations.

Reforestation is the most controversial aspect of Article 3.3. Different definitions (and
accounting rules) would have markedly different implications for the United States (see
Table 1 below).

International and internal U.S. discussions have focused on two possible definitions of
reforestation: the FAO and the IPCC definitions. The FAO definition defines reforestation as
replanting after harvest. Under some accounting rules, the FAO definition would allow
countries to count the sequestration resulting from replanting, but not the emissions due to
the harvest that brings the land into the system. In contrast, the [PCC definition defines
reforestation as a land-use change from non-forest to forest. Under this definition,
reforestation is essentially the same as afforestation; the only difference between the two is
that, in the case of afforestation, the land is out of forest use for a longer period of time. The
IPCC definition would avoid the issue of counting carbon sequestered on lands replanted
after harvest, since replanting after harvest would not represent a land-use change and hence
would not count as “reforestation.”

Table 1 sets forth the implications for the U.S. of the IPCC vs. FAO definitions, assuming
business-as-usual. Under the IPCC definition, the U.S. would gain virtually no net credits
from ARD under Article 3.3. In contrast, the U.S. would gain a credit of approximately 100
MMTCE (about 7% of our 1990 emissions) under the FAO definition, in combination with
an accounting rule that includes carbon sequestered during the regrowth of forests
regenerated since 1990, but excludes the emissions from the initial harvest after 1990."

' Note that during the first few years after harvest, land usually produces positive net carbon emissions because the
slash left over from harvest is emitting at a rate greater than the sequestration from the new growth. This approach
would count emissions frem slash. Emissions from all harvests that occur after the first regrowth would count, but

harvested carbon that goes into long-lived forest products would not be debited mstantly.
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.

Approach and future steps . _ ‘

In the next one to two months, we will need to decide the following key issues:

(a) What is our bottom line on sinks for COP-67
® What positions on sinks should U.S. propose sinks in its August 1 submission?

We propose the following general approach, as we proceed to address these two core issues:

Continue to advocate full carbon accounting as the most environmentally sound approach
for the long run.

Do not take a position on the definition of reforestation under Article 3.3.

Instead of supporting either the FAO or the IPCC definition, we will continue to argue for
addressing forestry (and other sink activities) in a more rational, comprehensive manner,
through Article 3.4 decisions.

Explore how to make up credits through Article 3.4, if we compromise by accepting the
[PCC definition of reforestation under Article 3.3.

Potentially, Article 3.3 and 3.4 could be treated as a package, in which we would accept
the IPCC definition of reforestation (or something similar) in return for a satisfactory
decision regarding additional sink activities under Article 3.4. Such a package might
provide credit for some BAU activities (as Article 3.3 already does), as well as provide
incentives to take additional action that could help Parties meet their targets in a cost-
effective way.

Explore departures from full carbon accounting that could be applied in the first
commitment period.

“Walkbacks” for the first commitment period could take the form of more narrowly
defined activities under Article 3.4,or formulas that limit the applicability of full carbon
accounts. We will outline various walkback options in a separate paper.

TOTAL P.&4
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United States Department of State

Assistant Secreiary of State for Oceans and
International Environmental and Scientific Affairs

Washingion, D.C. 20520

May 31,2000

TO : DISTRIBUTION LIST

FROM : David B. Sandalow

SUBJECT: Climate Meeting, Thursday, June 1
-We will meet on Thursday, June 1 from 4:00-5:30 in Room
7835. There are two topics on the agenda:

(1) Sinks issues undér Articles 3.3 and Articl“e 3.4

(2) The use of overseas development assistance (ODA) in the
CDM,

‘ Papers attached.
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COP-6 Sinks Decisions:
General Approach

1. Introduction

Land use, land-use change and forestry activities (LULUCF) are addressed in Articles 3.3, 3.4
and 3.7 of the Kyoto Protocol.

* Article 3.3 requires that Parties, in meeting their targets, count emissions and removals from
three specified land-use change and forestry activities: afforestation, reforestation and
deforestation (ARD) since 1990.

* In addition, Article 3.4 allows the COP/MOP to include additional LULUCF activities — for
example, conservation tillage — for the second and subsequent commitment periods. Parties
may choose to apply any such decision to the first commitment period, for activities taking
place since 1990.

* Finally, Atticle 3.7 provides that for states whose land-use change and forestry activities in
1990 were a net emission, the net land-use change emissions shall be included in the
country’s 1990 emissions baseline.

At COP-6, Parties will make a set of decisions regardmg Articles 3.3 and 3.4. These decisions
will likely include:

* definitions and accounting rules for ARD activities under Article 3.3;
* definitions of which additional LULUCF activities to include under Article 3.4, as well as
accounting rules for these activities.

The package of COP-6 decisions could also include:

* limits on the degree to which Parties may count Article 3.4 activities in the first period
* aprocess for including additional LULUCF activities under Article 3.4 after COP-6
* elaboration of the land-use change elements of Article 3.7.

By August 1, 2000, Parties must submit their views and proposals conceming these Article 3.3
and 3.4 issues, including proposed definitions and accounting systems, along with national data
and asscssments of those proposals.
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activities under Article 3.3 _ -

‘ 2. Definitions and accounting for afforestation, reforestation, and deforestation (ARD)

The COP-6 decision package will likely include definitions of ARD activities, perhaps
providing Parties the option of choosing among a set of possible definitions or accounting
approaches. The definitions of “afforestation” and “deforestation™ are relatively
uncontroversial from a political standpoint, but involve important technical considerations.

Reforestation is the most controversial aspect of Article 3.3. Different definitions (and
accounting rules) would have markedly different implications for the United States (see
Table 1 below).

International and internal U.S. discussions have focused on two possible definitions of
reforestation: the FAO and the IPCC definitions. The FAO definition defines reforestation as
replanting after harvest. Under some accounting rules, the FAO definition would allow
countries to count the sequestration resulting from replanting, but not the emissions due to
the harvest that brings the land into the system. In contrast, the IPCC definition defines
reforestation as a land-use change from non-forest to forest, Under this definition,
reforestation is essentially the same as afforestation; the only difference between the two is
that, in the case of afforestation, the land is out of forest use for a longer period of time. The
IPCC definition would avoid the issue of counting carbon sequestered on lands replanted
after harvest, since replanting after harvest would not represent a land-use change and hence
would not count as “reforestation.” :

‘ Table 1 sets forth the implications for the U.S. of the IPCC vs. FAO definitions, assuming
business-as-usual. Under the IPCC definition, the U.S. would gain virtually no net credits
from ARD under Article 3.3. In contrast, the U.S. would gain a credit of approximately 100
MMTCE (about 7% of our 1990 emissions) under the FAQ definition, in cornbination with
an accounting rule that includes carbon sequestered during the regrowth of forests
regenerated since 1990, but excludes the emissions from the initial harvest after 1990."

! Note that during the first few years after harvest, land usually produces positive net carbon emissions because the
slash left over from harvest is emitting at a rate greater than the sequestration from the new growth. This approach
would count emissions from slash. Emissions from all harvests that occur after the first regrowth would count, but
harvested carbon that goes into long-lived forest products would not be debited instantly.

‘ r
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4. Approach and future steps B N ‘

In the next one to two months, we will need to decide the following key issues:

(a) What is our bottorn line on sinks for COP-6?
(b) What positions on sinks should U.S. propose sinks in its August 1 submission?

We propose the following general approach, as we proceed to address these two core issues:

* Continue to advocate full carbon accounting as the most environmentally sound approach
for the long run.

¢ Do not take a position on the definition of reforestation under Article 3.3.

Instead of supporting either the FAO or the IPCC definition, we will continue to argue for
addressing forestry (and other sink activities) in a more rational, comprehensive manner,
through Article 3.4 decisions.

. Exploré how to make up credits through Article 3.4, if we compromise by accepting the
[PCC definition of reforestation under Article 3.3.

Potentially, Article 3.3 and 3.4 could be treated as a package, in which we would accept 4
the IPCC definition of reforestation (or something similar) in return for a satisfactory ‘
decision regarding additional sink activities under Article 3.4. Sucha package might

provide credit for some BAU activities (as Article 3.3 already does), as well as provide

incentives to take additional action that could help Parties meet their targets in a cost-

effective way.

* Explore departures from full carbon accounting that could be applied in the first
commitment period.

“Walkbacks” for the first commitment period could take the form of more narrowly
defined activities under Article 3.4,0r formulas that limit the applicability of full carbon
accounts. We will outline various walkback options in a separate paper.
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and Sweden may as well. Since Kyoto, we have been reluctant to take a position on the
definitions of ARD under Article 3.3. On the one hand, adopting the IPCC vs; the FAO
definition of reforestation would represent a significant tightening of our target. On the other
hand, we have been reluctant to endorse the FAO definition, given the controversy
swrrounding it. In our August 1 submission, we could propose either the IPCC or FAQ
definition, one of the other alternatives elaborated by the IPCC in its recent Special Report,
some other definition, or we could propose options as part of a package with Article 3.4
activities.

Definitions and accounting for additional activities under Article 3.4

(a) Full carbon accounting through broad activities

During the Kyoto Protocol negotiations, we supported including sinks in a comprehensive
fashion, so as to give Parties the maximum incentive to reduce emissions and enhance
sequestration from LULUCEF activities. Since Kyoto, we have continued to advocate the
comprehensive approach pursuant to Article 3.4

To provide for full carbon accounting, the LULUCEF activities included under Article 3.4
would need to be broad activities, and the system would need to count all carbon stock
changes on the land during the commitment period. Possible activities include;:

Forest management

Cropland management

Grazing land management _

Land degradation and land restoration (possibly a package of activities to be selected
together)

el S

With full carbon accounting on managed forests, cropland, and grazing lands, carbon stock
changes during the first commitment period are projected to be in excess of 200 MMTCE per
year, assuming business as usual.

(b) Possible “Walkback” for the first commitment period

Most Parties have opposed the comprehensive approach. Some believe that carbon stock
changes cannot be adequately monitoring and verified, although to some degree the recent
IPCC Special Report allays that concern. Some are worried that the U.S. might try to take
credit for large BAU sequestrations, possibly including the large “missing sink” (an
unaccounted carbon sink that some scientists believe could be located in North America),
Some also fear that LULUCF activities would undermine the emission reduction objectives
of the Kyoto Protocol or create ancillary environmental problems.

One direction we are exploring for our August 1 submission is to propose full carbon
accounting for all managed lands in the second and subsequent commitment periods, but
claim only a share of the total carbon credits during the first commitment period. This is
known as full carbon accounting with a “walkback” in the first commitment period.
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Table 1: 3 _ -
U.S. Emissions and Removals from Afforestation, Reforestation, and Deforestation

U.S. Sink/Source Annual MMTCE Carbon Sequestration (+) or Emissions (-)
during the budget period (BAU Case) for the U.S.
2008-2012 2013-2017 2018-2022
IPCC definition of reforestation
Afforestation/reforestation 10 9 8
Deforestation : -8 -7 -7
Total of ARD 2 2 1

FAO definition of reforestation (include carbon on forest lands replanted after harvest:
exclude carbon emitted at the time of the first harvest after 1990) '

Reforestation under FAO 102 99 116
definition
Reference: Comprehensive 217 200 184

accounting of carbon stock
changes in US Forests

Note: Estimates are derived from data and analysis based on 1992 US Forest Statistics. The forthcoming 1997
US Forest Statistics could change the magnitude and trends reported here.

The negotiating history of the Kyoto Protocol contains some support for the FAO definition
of “reforestation.” Moreover, to the extent that the U.S. assumed the FAO approach in
taking its target, adopting an approach such as the IPCC definition would represent a
significant tightening of our target (a difference of approximately 100 MMTCE).

However, several arguments have been advanced by Parties and NGOs against the FAO
definition. First, it credits regrowth without debiting the first harvest (this is one form of
“asymmetrical” accounting). Thus it selectively brings land into the system as it is about to
start accurnulating carbon, without counting the substantial emissions occurring earlier in the
commitment period resulting from harvests. Second, some are concerned that the FAO
definition could encourage harvesting old growth forests and replacing them with tree farms,
so as to count the sequestration from replanting but not the emissions from harvesting.
Finally, some Parties argue that the definitional issue is already decided by Article 5.2 of the
Kyoto Protocol, which mandates the application of the 1996 Revised IPCC Guidelines. We
do not accept that legal interpretation of the effect of Article 5.2.

Many Parties, including a number of Umbrella Group countries, support the IPCC definition.
Canada has been one of the few countries to publicly support the FAO definition. Finland
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USE OF OFFICIAL DEVELOPMENT ASSISTANCE AND THE CLEAN .
DEVELOPMENT MECHANISM

Issues:
1. Can government funds used to support projects under the Clean Development
Mechanism in a manner which generates CERs that accrue to the financing government

be counted as Official Development Assistance.

2. Would ODA used for CDM, especially ODA that result in CERs aceruing to the donor,
have to be new and additional?

3. Would the use of ODA to acquire CERs promote “good development”?

BACKGROUND:

Japan has proposed that government financing from ODA accounts be used to directly support
CDM projects, and that donor governments be allowed to accrue CERs as a result of such
support. Japan has made it clear that they do not believe that they can meet their Kyoto target for
the first budget period without acquiring CERs from other countries, They feel that they would
be heavily criticized domestically for funding projects that produced CERs that would not
automnatically accrue to them.

The Japanese proposal raises a number of issues. Resolution of many of these issues will require
enpagement of agencies and individuals not normally a part of the Sandalow group.

Most donors agree that ODA can and should be used in support of the CDM. Capacity building,
policy and legal reform, development of CDM institutions, creating market infrastructure, and
other expenditures generally in support of a developing country's ability to participate in the
Mechanism are likely components of post-ratification ODA regimes, With the exception of
project feasibility studies, however, direct project finance has not been seen as a likely target for
ODA, for three fundamental reasons:

1. The large cost of projects would be a very large proportion of ODA budgets,
2. The use of ODA in this manner would potentially distort markets, and
3. For most donors it would require a diversion of funding from other ODA purposes.

Official Development Assistance is defined as grants and loans to developing countries on the
DAC Part 1 list of aid recipients which:

are undertaken by the government,
promote economic development and social welfare ﬁh&mﬂgm_
are concessional (grant component of at least 25%)

The Development Assistance Committee of the OECD determines levels of ODA ex post facro
based on national submissions. A key consideration for DAC reporting and ODA qualification
1
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is that CERs either are or will be recognized as econamic assets that have value and are tradable. ‘
Under the United Nations System of National Accounts (SNA), the value of economic assets

must be recorded as production flows in the ecanomic accounts of the nation where they are

created. International transactions in economic assets (sales or transfers) must be recorded in a

nation’s international accounts under the conventions of the IMF Balance of Payments Manual.
The value of a sale or transfer of assets may be deducted from a donor’s ODA flows.

ISSUE 1: Can government funds used to support projects under the Clean Development
Mechanism in a manner which generates CERs that acerue to the financing government be
counted as Official Development Assistance.

Two questions must be answered:

1. Does the donor expenditure meet the criteria for ODA? The most difficult test will
be whether economic and social development of the recipient remains the primary
purpose, particularly if donors expenditures shift substantially in a relatively short
period of time?

2. Does the donor receive economic assets in retum for its investment? The most
difficult to analyze complication is caused by the intent to accrue CERSs to the donor.
The possibility of including CERs in DAC reporting has not been raised to date at
either the DAC High Level Meeting or the DAC Statistical Working Party. It is
unlikely, therefore, that the issue will be authoritatively addressed by COPS. If CERs
are generated by ODA-funded projects, the value of the sale or transfer of the CERs
to the donor may constitute a reduction in ODA. In addition, the methods of
calculating “concessionality” may have to be adjusted to allow for the value of the
CERs to the donor country.

ISSUE 2: Does ODA used for CDM, especially ODA that result in CERs accruing to the donar,
have to be new and additional?

Raising the issue of the use of ODA to support CDM, with a focus on project support that ‘
generates CERs that accrue to the donor, insures that the question of “additionality” will be |
raised by developing countries and by NGOs. Developing countries are likely to insist on

stipulating that ODA investments intended to produce CERs must be “new and additional”

because CER generating activities could potentially divert ODA away from other objectives.

Donors may be constrained to argue that such investments are “additional” expenditures in order
to meet the environmental additionality criteria. In addition, a direct financial interest on the part
of major donors in the debate surrounding environmental additionality may affect the direction
and dynamic of the emissions baselines debste. All of this is camplicated by the lack of a
baseline for determining ODA additionality.

With reductions in overall ODA levels, the political implications of OECD countries seeking

2
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‘ direct financial benefit from the ODA expenditures could have a negative effect on other aspects
of the COP6 negotiations, especially those involving transfer of resources. N

ISSUE 3: Does the use of ODA to acquire CERs promote “good development”?

Japan has argued that ODA use is justified because it promotes economic development and
social welfare, and because it is necessary to support projects that are “not profitable on a
commercial basis”, and to promote the “equitable” distribution of CDM projects.

. While the argurnent caa be made that GHG reduction and scquestration projects support
ecanomic development and social welfare, and that such projects are already part of donors’
portfolios, Japan’s proposal to directly acquire CERSs as a result of ODA investment calls into

question whether these goals are the primary purpose.

Even for the Japanese, fully financing projects is relatively rare. Based on available information,
it seems that fully financing projects will require a substantial increase in fimding, which is
likely to come at the expense of other development priorities unless thete is a stipulation that
such resources be “new and additional”. (One Japanese response to this issue is that “all
resources are ‘new and additianal’ since the funds must be appropriated each year.”)

‘ Aside from difficult issues as to how private sector partners (winners) will be selected, the
investment, per se, of donor capital in viable private sector projects will be very controversial
with developing countries, and the investments themselves will compete with private sector
capital. If the Japanese pick the most viable projects, impacts on markets could be considerable,
and the overall flow of resources to developing countries may well be reduced.

In additian, the financing of large projects will require donors to decide whether to invest
directly in private sector projects or public sector projects. If ODA. is targeted at public sector
projects, particularly éconamically non-viable projects, efforts by the United States and others to
promote structural and market reform, including full cost recovery/reductians of subsidies,
privatization, and decentralization could suffer,

The Japanese claim (apparently persuasive to some G-77 countries) that they will use ODA 1o
promote the “concept of equity of opportunity for developing countries” seems difficult to
substantiate, On one hand, countries with economically viable projects that will generate
substantial numbers of CERs will have a ready market. On the other, it is difficult to believe that
the Japanese, whose primary motivation is the acquisition of CERs, will really be willing to
invest in countries that have few CERs to offer and where the generation of CERs will be more
expensive.

Promoting “cquity of opportunity” will require a shift away from J apan’s traditional strategic
targets for ODA, or increases in total ODA. Ouly one African or island pation is in the top 15
. recipients of ODA from Japan, and no African or island nation receives more than one-percent

3
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of Japanese ODA., ' - oo _ ‘

A more likely scenario is that the approval of the use of ODA to acquire CERs will result in
investments in countries that are strategically and economically important to Yapan (China,
India, S.E.Asia) with potential long-term advantages to the Japanese private sector.

Moreaver, the accrual of CERs to donor countries has implications for the issue of “tied aid”,
Tied Aid is loans, grants or financial packages that are conditional upon the procurement of
goods or services from the financing country (i.e. practices that have direct economic benefit for
the donor country). Tied Aid can anly support projects that:

have 35% grant element (50% for least developed countries),

are financially non-viable, (coal gasification and renewable energy projects usually

qualify) - .

are in countries with per capita GDP < $3,030.
At a minimum, the method of calculating the grant element will have to allow for the value of
the CERs to the donor country. In addition, the very inclusion of CERs that can only be sold or
transferred to the donor may well demand a revised definition of “tied aid" because of the
obvious benefits to Japan.

Finally, depending on how the Japanese distribute the benefits domestically, WTO compliance

issues may also arise. ‘

OPTIONS:

Option 1: Restrict ODA use to capacity building actions and those that create enabling
conditions. .

The USG can support the use of ODA to support the CDM generally, and it may well be that
such support could focus on specific projects, as lang as that support does not result in the direct
accrual of CERs. This option would require no revision of DAC guidelines, but would not meet
Japanese goals and would have limited added value in negotiations.

If the US (or Japan) wants to acquire the CERs it could acquire them on the market, at fair
value, with the proceeds going to the developing country partuer. These proceeds could be
targeted for development purposes. It could be that we could even argue that the value of the
proceeds could be counted as ODA, and credited to the donor's ODA totals for the year in
which the proceeds were received. A variant of this approach would be for donors to retain
CERs, which would be monetized either at a negotiated amount, or at market price, with the
proceeds going to the project host country as development assistance.

Option 2: Support the use of developed country government financing of CDM projects to
generate CERSs that would sccrue to the developed country, with such financing not
counting as ODA. .
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The Protocol is essentially silent an this point, and such investments would seem to be policy
decisions of developed countries. If this funding were to divert funds from development
assistance, and if new and additiona! funding were not made available, donor country ODA
amounts would be substantially reduced, and potentially redirected geographically and among
sectors. The potential for market distortions and policy impact would still bave to be earcfully
considered. This approach is unlikely to be satisfactory to Japan.

Option 3: Support the development of DAC procedures that would allow donors to receive
CERs, while subtracting the value of CERs from total ODA-

While Japan would prefer to receive full credit in both accounts, they have discussed the
possibility of deducting the value of CERs from their ODA totsls. Details as to how the CERs
would be valued, and when deductions would be applied are not available. This option would
require eventual approval of the DAC, and substantial procedural issues would have to be
resolved. All of the concerns identified under Issue 3 would still have to be addressed.

Option 4: Support development of DAC procedures that allow ODA to be used to generate
CERs without deduction of value from ODA.

While the Japanese would prefer this optian, it would require a major redefinition of DAC ODA
criteria and accounting procedures. All of the concerns identified under Issue 3 would still have
to be addressed. This approach would be likely to divert ODA from current geographical and
sectoral patterns, and would be unlikely to result in increased flow of resources to LDCs.

Discussion:

The USG has several criteria to meet in addressing this issue:

* maintain umbrella group cohesion

e support Japan where possible

* avoid undercutting development assistance commitments and policies

* avoid undercutting trade and investment commitments and policies

finding creative ways to identify new and additional funds for developing countries

Crafting a substantive position that meets these policy critcria requires analysis by agencies and

individuals not routinely participating in the Sandalow group. In addition, the information

available from the Japanese does not respond to several potentially serious issues. Despite

Tequests, no written praposal from the Japanese has been forthcoming, nor have they raised the

1ssue with the appropriate OECD-DAC groups. The Japanese, while absolutely clear an the

11:::hur1;cose.13r goal of the use of ODA via CDM to accrue CERs, have been exceptionally vague on
e details.

It may be that the US can craft a position that generally supports the use of ODA for CDM
support, subject to OECD definitions, and procedural determinations by the executive board of

5
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the CDM, while avoiding the issue of CER accrual until after COP6. The USG could indicate ‘
that the appropriate forum for determining this issue is the High Level Meeting of the DAC.
Simultaneously, we should formally seek a detailed proposal from Japan for analysis of State

EB, USAID/ G, and PPC, Treasury, Commerce, OPIC, EXIM, and others.

TAT~A o N
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The Assistant Secretaries group met yesterday to discuss options for Article 3.4 and a
“walkback” from the full carbon accounting that we have been advocating. These talks were
designed to provide input for negotiators who are attending a forum on this topic in Warsaw in
mid-July and for the US submission on sinks due on August 1.

Discussion centered on the attached options paper. Three major concerns from other countries
aboul our positions dominated the discussion. They ¢ oppose:

e giving us crcdit for business as usual activities.
e Giving us credit for the “missing sink” which may be located in North Amcrica.
e Allowing us to undermine our commitment through excessive use of sinks.

There seemed to be a general preference for options 3 and 4, with a minority view for option 6.
There was also an extensive discussion about whether we favored a threshold or floor that a
country would have to exceed before it could start crediting sinks, and it would function like an
additionality test. The purpose of this would be to respond to the general uncertainty of
measuring, monitoring and verifying sinks, and to avoid getting credit for business as usual
activitics. ‘There seemed to be gencral support for this. A minority view was also expressed that
the US should also favor a cap on how much credit could be taken for sinks activity generally.

State will be drafting an intervention for the Warsaw mccting for review. 1t will focus on
broaching the walkback option and specifically the threshold issue. Further work will be done
explore the feasibility ol options 3.4, and 6.
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‘The U.S. has supported including broad land management activities under Article 3.4. One key
advantage of including these broad activities, coupled with a land-based accounting system that
counts changes in all the relevant carbon stocks on the land across the period, is that it would
create the greatest incentive to maximize scquestration and minimize emissions. A broad
approach would provide the most environmentally sound approach for the long run because all
human contributions to emissions would be accountcd for. Tt would also allow GHG reductions
in the scctors where they are most cost effective.

Despite the long term advantages, we are unlikely to achicve full carbon accounting in the first
commilment period, and pushing for full carbon accounting and only full carbon accounting
could damage our chances for getting anything at thc Haguc. Our August 1 submission is an
opportunity to advance a framework that might be accepted there. Thus, we neced to consider our
priorities — and bottum lincs — for COP6 in this arca and what o advance 1n our August |
submission in that context.

Possible Broad Article 3.4 Activitics ‘

IForest management.

e Would include large areas and important stakeholders for U.S.

e Could provide significant BAU credits (approximately 200 MMTCE per year)
e likely to be supported by Japan, Canada, Finland, Sweden, and France

Cropland management (agricultural soils):

e  Would provide relatively lew credits

e (Could be politically important

e Likely to be supported strongly by Canada

Grazing land management (soils and vegelation on pasture, rangeland, etc.)

Would provide relatively few credits

Probably not politically important

Not likely o be supported strongly by other Partics

Large land arca

Revegetation and/or Restoration of Degraded Lands

e Includes establishment of vegetation that would not qualify as forest
e I.ikely to be proposed by Australia, New Zealand. and Jceland

e Likely to provide signiticant BAU tons for other Partics, but not the U.S. (i.e., not really a ‘
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broad activity for the U.S.)
General approaches to limiting first commitment period sinks

Limiting sink credits in the first commitment period without moving towards narrow activities is
known as a “walkback” from full carbon accounting. Different walkback approaches may be
desirable for different sink activities, and some activities may requirc no walkback at all,

1. Exclude some of the broad land management activities in the first period.

For cxample, Parties could include comprchensive accounting for forest management, but not
grazing land management.

Pros:
e Relatively straightforward to calculate,

e (Clear rclationship between activity (i.e. land management category) and carbon accounts.

Cons:
«  We would be unlikely to get forest management included, given its large contribution to our
assigned amount (approximatcly 200 MMTCE for BAU activitics, or more than 10% of our

assipned amount). The broad categories more likely to be accepted, such as cropland
management, would give us relatively few credits in the [irst commitment period.

e Since different activities are important to different Partics, it may be difficult 1o negotiale a
single sct of first period activitics.

e  Wouldn't encourage cost-cftective additional sequestration (above BAU) from activitics
excluded in the first period.

e Wouldn't encourage development of monitoring and verifying capacity for excluded
actjvities, unlcss there were a clear signal that thesc activitics would be counted later.

e (ould distort incentives across different land uses, depending on domestic implementation
e Domestic political problem of excluding ccrtain sectors from possible credits.

e Lspecially hard to evaluate our deal rclative to others’.

e Could leave important atmospherc exchanges unaccounted for.

2. Limit the number of sink tons to a fixed percent of the total sequestration.

Pros:
e Relatively straightforward to negotiate the discount level and to calculate credits.
e Would arguably aftect all Parties proportionately the same.

e [rovides incentives for across-the-board additional scquestration. but not at tull value.

Cons:

e Raises the issue of whether land-related emissions should also be discounted, or whether only
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sequestration would be discounted. Tf the lattcr, a Party could potentially get a net debit cven
if its full account from sink activitics was positive.

e Raises the issue of what discount factor to use, and whether the discount factor would any
scientific basis.

3. Limit the number of sink tons to the share of the full carbon account that is arguably
duc to human-induced land management changes.

For example, factor out x% or X tons for BAU, y% or Y (ons for indirect human-induced cffects
such as CQ, fertilization and/or 2% for natural variation (e.g., the EI Nifio cycle).

Pros:

e Although negotiating x, y and/or z may be difficult in practice, the conceptual approach is
relatively straightforward, and, once these numbers were agreed, they could be applied
relatively casily to calculate credits. '

e Tons that would be accounted would arguably be related to human eftect on GIIG
concentrations.

e Provides incentives for across-the-board additional sequestration, but possibly not at full
value, depending on how the accounting system is set up. ‘

Cons:

o If it turns out the missing sink is due to human factors such as improved fire suppression as
some scientists believe, then this could result in large credits.

e |ndirect human factors and natural variability are uncertain. Thus. it may be difficult to pet
agrecment on particular numbers if confidence intervals are luarge.

e May not provide many tons.

4. Limit credits to the reported stock change above some predetermined threshold level,

Pros:

«  Would provide broad incentives for additional sequestration unless the threshold fevel is too
high to achievce.

e Once thresholds are set, carbon accounts would be relatively easy to calculate.

e Could combine with a discount tactor for indirect human effects or natural variability (scc
option 3 ahove).

Cons:
e May providc few tons, depending on threshold.

e Raiscs the issue of how to set the threshold levels. For example, the number should vary by
Party. Thus it would have to be a function of Party-level data such as:
4) u BAU projection or extrapolation of stock changes in the commitment period
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b) stock changes during a historical base period, e.g. 1990 to 1995
¢) x% above or below BAU or historical stock changes,

d) estimate of Party’s possible share of “missing sink”

¢) somc other number as negotiated

e Challenging to negotiate different threshold levels for each Party.

e Doesn’t put an upper bound on credit, which would leave some Partics fearful we could get
credit for the “missing sink.”

e Raises the issuc of how to count LULUCF activities if total sinks tum out to be below the
threshold. One option would be to provide for one-way accounting, under which Parties
would receive credit for additional sequestration above the threshold, but would not be
debited if they fell short of their threshold.

e Could introduce disputes over how to do projections or construct other uncertain measures
that would factor into the threshold.

¢ Iispecially hard to evaluate our deal relative to the deals other Parties get.

5. Calculate sink credits based on a measure of progress in energy investments or some
other indicator

Pros:

e May pet support [rom some environmental NGOs, if total credits arc sufficiently limited.

e Sink credits would be available for Parties that demonstrate progress on the gross emissions
side, or who can show energy-rclated improvements. The credits could be secn as “matching
funds,” which encourage domestic abatement.

Cons:

e Could provide sink credits in inverse proportion to how much they are needed to achicvc
targets.

e Hard o measure progress objectively, and raises the issue of whether to count “anyway
progress.”

6. Limit credits to the reported stock change on a reasonably defined subset of the land

within an activity.

I'or example, we could count only the most intensively-managed lands in the first period. This
would likely include lunds on which most of the stock changes are occurting, and exclude lands
that arc not managed for commereial purposes. ‘The meaning of “intensively managed™ is not
obvious, however, so we would have to find betier moditiers to express exactly what subset of
land of cach type (forest, cropland, etc.) would count. [t may be hard to find modifiers that work
throughout Anncex 1

Pros:
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¢ D'rovides fully-valued additional incentives, but only for the included lands.

* Could allow selective exclusion of the most controversial land, such as old growth forest and
wilderness.

e Arguably related to human-induced factors.

Cons:

¢ Could lcave important atmosphere exchanges unaccounted for.

* Many indirect and natural cffccts could be on heavily managed land, so critics might argue
that this approach would not exclude the possibility of receiving credit for the missing, sink.
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U.S. Views on Land Use, Land-Use Change and Forests
Framework Convention on Climate Change

Fact sheet released by the Bureau of Oceans and International ~ _
Environmental and Scientific Affairs oA
U.S. Department of State, August 1, 2000 ' L

The United States today released detailed views concerning the role of forests and
agricultural lands under the Kyoto Protocol. U.S. views were described in a submission
under the Framework Convention on Climate Change ("Framework Convention").

BACKGROUND

Carbon sinks can play an important role in meeting the challenge of climate change. Today,
managed lands remove significant amounts of carbon dioxide from the atmosphere.

Reducing the rate of deforestation and increasing the rate of sequestration through improved
forest and cropland management would result in even greater net removals of carbon from -
the atmosphere, counterbalancing in part the effects of fossil fuel emissions.

The Kyoto Protocol clearly recognized the positive role of carbon sinks.in assisting
countries in addressing climate change and meeting their targets, but leaves open the exact
ways that sinks will count. One of the central issues at the next Conference of the Parties to
the Framework Convention (scheduled for November 13-24 in The Hague) will be to
elaborate the Protocol's carbon sinks provisions. Currently, the Protocol addresses only a
few limited land-use change activities such as reforestation and deforestation. The inclusion
of other land-use activities such as forest, cropland and grazing land management will
require a decision of the Parties. In preparation, the Intergovernmental Panel on Climate
Change (IPCC) recently completed a detailed study on the role of land use, land-use change
and forestry in combating climate change, providing essential scientific information for
sound decisions on sinks at COP-6. ' i

U.S. VIEWS

The United States has long supported a comprehensive approach to emissions and removals

of greenhouse gases from managed lands under the Kyoto Protocol. The United States

believes that a comprehensive approach would best account for the full range of natural and
- human activities that could affect the global climate system.

In today's submission, the United States:

« Strongly reaffirms the important role of forests and agricultural lands in meeting the
challenge of climate change.

« Insists that decisions be based on sound science.

« Proposes strong incentives to remove carbon from the atmosphere through sound land
management and to protect existing reservoirs of carbon, for example those in mature
forests. '

« Proposes inclusion of broad land management categories -- e.g. forest management,

. cropland management, and grazing land management -- together with comprehensive
greenhouse gas accounting.

o Rejects narrower approaches, citing its concerns about incompleteness,

1of2 A ' 8/3/2000 3:19 PM
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difficulty of measurement, and potentially unbalanced treatment of emissions
and removals.

‘ « Is willing to consider a "phase-in" for the first commitment period (2008 to 2012) to
address the concerns of some countries about the effect of comprehensive greenhouse
gas accounting on the first budget period targets.

o Under a phase-in, countries would receive credit towards meeting their first
budget period targets for only a portion of their total net removals of carbon
from land management activities. Possible approaches to a phase-in include
applying a discount rate or counting removals only above a pre-defined
threshold. The exact approach will require further negotiations, but must ensure
that the United States receives significant credit for the substantial
sequestrations by its forests, as contemplated at Kyoto.

« Strongly supports rules -- including definitions of key terms such as reforestation --
that help protect forests and avoid creating "perverse incentives”" (for example, to log
old growth forests). :

« Proposes a strict accounting system that looks at the total impact of land management
on carbon stock changes, including both emissions and removals, and that requires
Parties to be able to accurately monitor and verify emissions and removals.

The comprehensive, broad-based approach proposed by the United States:

« Provides the greatest long-term incentive to protect existing carbon reservoirs,
increase carbon removals, and reduce greenhouse gas emissions through better land
management practices.

« Best reflects "what the atmosphere sees".

Prevents countries from picking and choosing only those activities that sequester
carbon, while ignoring other activities that emit carbon.
Is easier to monitor and verify than activity-based accounting.
Allows flexibility and provides incentives to develop new land management practices.
Minimizes leakage and double counting.
Addresses many of the accounting problems identified by the Intergovernmental
Panel on Climate Change in its recent scientific report on carbon sinks.
« Provides substantial "co-benefits," since practices that enhance carbon also tend to
improve soil, water and air quality, and maintain biodiversity in forests.

While the U.S. projects it would remove approximately 300 million tons of carbon per year
through land management activities during the Kyoto commitment period, the actual
number of credits that will count towards meeting the U.S. target will depend on the
outcome of discussions on a phase-in approach.

[End of Document]}

Link to 8/1/00 U.S. Submission to UNFCCC on Land-Use, Land-Use Change, and Forestry
(3,029 KB .pdf file)

|| Climate Change |
Oceans and International Environmental and Scientific Affairs |
‘ U.S. Department of State | Disclaimers ||
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U.S. Views on Articles 5,7 and 8

Submitted to the UN Framework Convention on Climate Change
(UNFCCC) Secretariat, August 4, 2000

Released by the Bureau of Oceans and International Environmental and
Scientific Affairs, U.S. Department of State, August 7, 2000

The US would like to take this opportunity to present further views on Articles 5, 7, and 8
of the Kyoto Protocol. Much progress has been made to date on these issues and we expect
that this progress will continue. Given the short timeframe between now and COPG, it is
imperative that Parties define the overall scope and framework of 5,7 and 8, particularly
those aspects which are essential for the integrity of the mechanisms and the compliance
regime. Our comments seek to clarify those aspects of Articles 5,7 and 8, which we consider
the highest priority.

Adjustments under 5.2

As the United States has noted in previous submissions, the adjustment of inventory
estimates submitted by Parties will be necessary to verify compliance with Article 3.1, if an
estimate is incomplete or is prepared in a manner inconsistent with the IPCC Guidelines, as
elaborated by the Good Practice Guidance.

In our view, adjustments serve an important policy purpose - to ensure that Parties have
sufficient confidence in emission estimates to verify Annex I Parties compliance with
. Article 3.1. In this regard, methodologies for adjustments should result in adjusted estimates
that provide assurance that emissions are not underestimated and removals by sinks and
base year emissions are not overestimated. At the same time, they should not unreasonably
inflate or deflate emissions numbers.

The IPCC Greenhouse gas inventory program is best suited to provide the technical input on
methodologies for adjustments. Given that the development of methodologies will draw on
existing methodologies for greenhouse gas estimation, we do not anticipate that this work
will create a significant added burden for the IPCC inventory group. Rather, we envisage
that two or three workshops would be sufficient to develop adjustment methodologies. This
work should begin as soon as possible to enable input to be provided to the SBSTA at its

16th session. This would enable the COP to take a decision on adjustment methodologies at
its 8th session.

Attached is a proposed decision for COP 6 that:

1) initiates the technical work necessary to support the application of adjustments (the annex
to the decision gives technical guidance to the IPCC to develop more detailed
methodologies for adjustments); and

2) recommends a decision to the COP/moP defining the scope and purpose of adjustments
under Article 5.2.

Attachment: Proposed COP6 Decision on 5.2

US Proposed Decision [--CP.6]: Good Practice and Adjustments under Article 5.2

. ' The Conference of Parties,
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Recognizing the essential role of high quality greenhouse gas inventories under the United
Nations Framework Convention on Climate Change and the Kyoto Protocol,

‘ Recognizing the need for confidence in estimates of emissions and removals in order to
enable verification of compliance with Article 3.1 of the Kyoto Protocol,

Acknowledging the importance of ensuring that anthropogenic emissions are not
underestimated and that removals by sinks and base year emissions are not overestimated,

1. Requests the IPCC Inventory Taskforce to prepare a report on methodologies for
adjustments, based on the guidance provided in the Annex to this decision, for consideration

by SBSTA at its 16th session.

2. Requests SBSTA to consider this report and to recommend a decision on methodologies

for the COP at its 8t session to agree to recommend to the Conference of the Parties
serving as the meeting of the Parties to the Protocol.

3. Recommends that the Conference of the Parties serving as the meeting of the Parties to
the Protocol, at its first session, adopt the following decision:

Decision -/[CMP.1]
Good Practice and Adjustments under Article 5.2
The Conference of the Parties serving as the meeting of the Parties to the Protocol:

Emphasizing that adjustments should not be used as a substitute for Parties' obligation to
estimate and report emissions of greenhouse gases and removals by sinks, as set forth in and
‘ under Atrticles 5 and 7;

Affirming that the adjustment procedure is intended to be a policy tool to enable verification
of Parties' compliance with Article 3.1:

1. Adopts the IPCC Report on Good Practice Guidance and Uncertainty Management in
National Greenhouse Gas Inventories as an elaboration of the Revised 1996 IPCC
Guidelines for National Greenhouse Gas Inventories.

2. Decides that such Good Practice Guidance shall be used by Parties listed in Annex [ in
their estimation of greenhouse gas emissions.

3. Reaffirms that adjustments shall be applied to estimates of anthropogenic emissions by
sources and removals by sinks of all greenhouse gases not controlled by the Montreal
Protocol where an estimate is incomplete or is prepared in a manner inconsistent with IPCC
Guidelines for National Greenhouse Gas Inventories, as elaborated by the Good Practice
Guidance.

4. Decides:

(a) that the adjustment procedure shall commence only after a Party has been
provided an opportunity to correct any deficiencies, in accordance with the
timeline set forth in the guidelines for inventory review under Article 8;

(b) that the adjustment procedure should result in adjusted estimates that
provide assurance that emissions are not underestimated and removals by sinks

‘ and base year emissions are not overestimated and, at the same time, do not
unreasonably inflate or deflate emissions numbers;

20f 12 10/10/2000 4:06 PM
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(c) that adjustment procedures should be applied at the most disaggregated
level that is sufficient to correct the inventory problem, subject to the
availability of data, so that inventory estimates prepared in accordance with the
IPCC Guidelines, as elaborated by the Good Practice Guidance, are not unduly
adjusted;

(d) that adjusted emission estimates shall be used for the accounting of
emissions and assigned amounts under Article 8;

(e) that adjusted estimates shall be calculated in accordance with the technical
guidance on methodologies for adjustments set forth in Annex [ ] [to be added
through a recommendation from COP 8].

5. Decides that a Party will only be rendered in non-compliance with Article 5.2 if, at any
point during the commitment period, the sum of the percent difference for each year
between the Party's adjusted annual inventory and its submitted annual inventory, relative to
the submitted inventory, exceeds 30 percent, i.e. when

Z((adjusted inventory - submitted inventory) / (submitted inventory)) >.30

ANNEX
Guidance for the development of adjustment methodologies under Article 5.2
Objectives

1. The objectives of this work is to provide technical input on methodologies for
adjustments under Article 5.2 that will:

(a) facilitate the use of consistent methods for adjustments for inventory
problems;

(b) enable adjustments to be calculated in an objective, transparent and timely
manner; and

(c) produce estimates that provide assurance that emissions are not
underestimated and removals by sinks and base year emissions are not
overestimated and, at the same time, do not unreasonably inflate or deflate
emissions numbers;

General Approach

2. One or more adjustment methods should be identified for the following inventory
problems:

(a) missing or incomplete estimates;

(b) misallocation of estimates;

(c) incorrect or misapplied emission factors, model parameters, or activity data;
(d) methods that are inconsistent with the IPCC Guidelines, as elaborated by
the Good Practice Guidance;

(e) time series inconsistencies;

() unsubstantiated reductions; and

(g) missing or incomplete documentation of emission factors, activity data, or
methodological approaches.

3. Guidance should be provided regarding the selection among a hierarchy of available

adjustment methods. This guidance should take into account the characteristics of each
sector and source category, and the following general criteria:

10/10/2000 4:06 PM
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(a) availability and quality of emission factor and activity data;

(b) simplicity in approach to ensure transparency and timely implementation by
‘ expert review teams; _

(c) a minimum number of steps involving expert judgment;

(d) minimal additional data collection by taking advantage of acceptable data

already submitted by Parties and available international data sets;

(e) the substitution of new data only in situations where data are not reported

transparently, or where existing data are considered to be inconsistent with the

IPCC Guidelines, as elaborated by the Good Practice Guidance,

4. Guidance for adjustments to estimates of emissions and removals by sinks from the
land-use, land-use change and forestry sector will be requested in a separate, future decision

by the COP.

5. Adjustment methodologies should produce adjusted estimates in accordance with the
definition in this decision, giving consideration to the nature of specific problems and
individual sectors and source categories.

Further US Views on Article 7

The United States would like to take this opportunity to provide more detailed views on
Article 7. As we have stated previously, the COP6 decision should cover the elements to be
reported under Article 7.1 and 7.2; however, detailed guidelines on the format for reporting
should be developed after COP6. Additionally, the COP6 decisions should elaborate the
basic modalities for accounting for assigned amount under Article 7.4, including the process
to establish initial assigned amounts. We provide general comments on Article 7 below. Our
proposed revision to the guidelines based on the draft elements of guidelines (Annex II of
‘ SBSTA Inf.5/Add.2) is attached.

Annual Reporting of information under 7.1

Information on Parties' inventories and assigned amount is essential to verify compliance
with Article 3.1, and to ensure the integrity of the mechanisms. For this reason, annual
reporting of inventories and assigned amount should be mandatory for all Annex I Parties,

including both regional economic integration organizations and their member states under
Article 24.

On the inventory side, the guidelines must explicitly require submission of an inventory
consistent with 5.2.

Additionally, the inventory should include estimates of emissions and removals related to
the assigned amounts under Articles 3.3 and 3.4, clearly distinguished from other parts of
the inventory. Although this information would be submitted as part of the annual inventory
reports, Parties would not necessarily be required to update it annually. Requirements for
when estimation of emissions and removals from land-use, land-use change and forestry are
reported will depend on decisions under Articles 3.4 and 3.4. The issuance and cancellation
of assigned amount resulting from these estimates should be reviewed against the estimate
by expert review teams under Article 8.

With respect to assigned amount information, we note that establishment of national
registries will enable (and require) electronic transmission of detailed assigned amount
information at the end of the year. This information need not be replicated in its entirety in
hard copy. Rather, Parties should be required to submit a summary of its assigned amount
‘ information with the annual inventory. This assigned amount information in the summary
would cover the same categories already transmitted by the registry, but in aggregate. Thus,
for example, the summary report would include the total number of AAUs transferred to
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other Parties during the previous year, and would identify the acquiring Parties, but it would
not provide the serial numbers for these units.

‘ We recommend deletion of the sections of the elements text on adjustments and compliance.
Since Parties would only accept adjustments, not apply them, they can not be expected to
provide information on adjustments in their annual reports. As compliance with Article 3.1
will be ascertained only at the end of the commitment period, this is not an annual reporting
issue.

Reporting under 7.2

We have a few general comments on the draft guidelines for reporting under Article 7.2.
Detailed comments are provided in the attachment. First, as under 7.1, requirements for
reporting under Article 7.2 should apply equally for all Annex I Parties, including regional
economic integration organizations and their member states.

We recognize the importance of achieving demonstrable progress by 2005 and the role of
the first national communication submitted under the Protocol in demonstrating Parties'
progress in meeting their commitments. One important way in which a Party could
demonstrate progress would be to show the institutional and legal steps they have taken to
prepare to meet the Article 3.1 obligation, e.g.:

a) the institutions and infrastructure necessary to meet the obligations, such as
national systems for greenhouse gas estimation and national registries for
accounting for assigned amount;

b) passage of domestic legislation to implement the obligation; and

c¢) programs for domestic compliance and enforcement relevant to the
obligation.

‘ Since the 7.2 guidelines under the Protocol will provide for detailed reporting on these
areas, it would be redundant to elaborate an additional section on demonstrable progress in
the guidelines. Therefore, the COP6 decision adopting guidelines for Article 7 should
explicitly state that the sections of the first national communication covering the areas listed
above are relevant to demonstrate progress toward meeting Protocol commitments pursuant
to Article 3.2.

With respect to Articles 6,12, and 17, we note that several other areas of the guidelines
cover implementation of commitments related to the mechanisms, specifically national
registries and assigned amount reporting. Additionally, Parties would be expected to report
on domestic trading programs as a policy and measure under Article 2, and on joint
implementation projects under Article 6. Therefore, any additional requirements for
reporting on Articles 6,12 and 17 should not duplicate these areas. Instead, Parties should
report on the institutional arrangements and decision-making procedures that it has in place
to coordinate activities related to participation in the mechanism(s), including the
participation of legal entities.

The flexibility in implementation of commitments provided to Parties operating under
Articles 4 and 24 merits specific consideration in the reporting guidelines. We note that
Article 4 requires Parties operating under Article 4 to notify the Secretariat of the terms of
the agreement in their instruments of ratification. However, Article 4 does not specify the
scope of information to be provided; nor does it provide for information on continuing
implementation of Article 4. For this reason, regional economic integration organizations
operating under Article 24 should be required to report measures taken to ensure the
integrity of the Article 4 arrangement. We have included language to this effect in the
‘ attachment.

Article 7.4 - Modalities for accounting for assigned amount

50f12 10/10/2000 4:06 PM



2000/08/04 Submission to UNFCCC re climate change http://www.state.gov/www/global/g)...s/climate/000804 unfcccl_subm.html

The United States proposes that an additional section - "modalities for accounting for
assigned amount" - be elaborated in the Article 7 guidelines. This section will contain two

‘ basic components: the process for establishing initial assigned amount; and the requirements
for national registries for tracking assigned amount.

On the first point, we would like to reiterate that it is essential that the initial assigned
amounts of Parties be established prior to the commitment period, and that, once
established, the initial assigned amounts remain fixed for the duration of the commitment
period. To initiate this process, each Annex I Party would be required to submit a
pre-commitment period report to demonstrate its capacity to track emissions and assigned
amount. A Party could submit its report as late as January 1, 2007 (when Annex I Parties are
required to have national systems in place.) However, we believe that most Parties would
choose to submit the report earlier in order to prepare for the commitment period.

The report would include

a) a complete greenhouse gas inventory and inventory report containing
complete inventories from the baseyear up to the current inventory, prepared in
accordance with IPCC methodologies and good practice;

b) identification of the Party's selected baseyear under Article 3.7,

¢) the Party's calculation of its initial assigned amount pursuant to Article 3.7
and serial numbers for the entire amount;

d) a description of its national system;

e) a description of its national registry;

f) its election of forest parameters (i.e. canopy cover threshold and minimum
forest area) in accordance with Article 3.3 and 3.4 requirements; and

g) its election of any additional activities under Article 3.4 that it intends to

‘ apply during the first commitment period.

In addition, Parties operating under an Article 4 arrangement would be required to report the
serial numbers of initial assigned amount transferred or acquired pursuant to the Article 4
arrangement.

The pre-commitment period report would be subject to review under Article 8. The review
team would review the inventory for consistency with good practice, and, if necessary,
recommend any adjustment(s) to baseyear estimates. The team would review the Party's
calculation of its assigned amount for conformity with its baseyear estimates and the
requirements of 3.7 and review other elements for conformity with relevant requirements.
The Party's initial assigned amount would then be recorded in tonnes of carbon dioxide
equivalent in the Secretariat's database for accounting for emissions and assigned amount.
Once recorded, each Party's initial assigned amount would be fixed for the duration of the
commitment period.

Modalities for accounting for assigned amount under Article 7.4 should also cover
requirements for national registries, since registries are essential for tracking assigned
amount for all Annex I Parties. Therefore, we propose that the negotiations of registry
guidelines be moved to the Article 5,7,8 working group. The registry section of the
chairman's text on mechanisms, together with recent submissions by Parties on this text,
should be the basis for registry negotiations in the 5,7,8 group.

ATTACHMENT: Revised Guidelines for Article 7
‘ Revised Guidelines for Article 7

1. The application of these provisions is mandatory for each Party included in Annex I
(including regional economic integration organizations and their member states), except for
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those expressed in non-mandatory language.

‘ 1. OBJECTIVES
2. The objectives of the guidelines under Article 7 of the Kyoto Protocol are:

(a) to promote the reporting of consistent, transparent, comparable, accurate and
complete information by Parties included in Annex I;

(b) to enable the Compliance [Institution] to assess compliance with Article
3.1; and

(c) to provide information for the Conference of the Parties serving as the
meeting of the Parties to the Protocol (COP/MOP) on the implementation of the
Kyoto Protocol by Annex I Parties.

II. REPORTING OF INFORMATION UNDER ARTICLE 7.1

3. Each Party included in Annex I shall annually submit to the Secretariat a single report
containing the information required by these guidelines.

A. Greenhouse Gas Inventory Information

4. Each Party shall submit an inventory of anthropogenic emissions by sources and
removals by sinks of greenhouse gases not controlled by the Montreal Protocol, prepared in
accordance with Article 5.2 and relevant decisions of the COP and the COP/MOP. A Party
need not separately submit an inventory under Article 12 of the Convention.

5. Each Party shall include information on the estimation of emissions and removals from
land-use, land-use change and forestry under Articles 3.3 and 3.4, in accordance with any .
requirements that may be adopted by the COP/MOP. These estimates shall be clearly
distinguished from other parts of the inventory.

B. National systems in accordance with Article 5.1

6. Each Party included in Annex I shall include in its national inventory report information
on any changes that have occurred in its national system since its last submission.

C. Information on Assigned Amount

7. Each Party included in Annex I shall report, in standard format, the following
information:

(a) Total holdings of assigned amount (AAUs,ERUs and CERs) at the
beginning of the calendar year;
(b) Total quantity of assigned amount issued by the Party during the previous
calendar year under Articles 3.3 or 3.4;
(c) Total quantity of assigned amount acquired during the previous calendar
year and identification of each transferring Party;
(d) Total quantity of assigned amount transferred during the previous calendar
year and identification of each acquiring Party;
(e) Total quantity of assigned amount retired or cancelled during the previous
calendar year.

‘ (f) Total holdings of assigned amount at the end of the calendar year.

8. Additionally, each Party included in Annex I shall annually transmit electronically from
its registry to the Secretariat the following information in standard format:
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a) The serial numbers of any assigned amount issued in the Party's national
registry under Article 3.3 and 3.4 during the year through December 31 (23:59
‘ GMT) and the reason(s) for the issuance;

b) The serial numbers of any assigned amount transferred under Articles 6 and
17 to another Party's national registry during the year through December 31
(23:59 GMT) and the identity of the acquiring Party for each;

¢) The serial numbers of any assigned amount acquired under Articles 6, and 17

from another Party's national registry during the year through December 31
(23:59 GMT) and the identity of the transferring Party for each;

d) The serial numbers of any assigned amount acquired under Article 12 during
the year through December 31 (23:59 GMT);

e) The serial number of any assigned amount moved to the Party's retirement
account during the year through December 31 (23:59 GMT);

f) The serial numbers of any assigned amount moved to the Party's cancellation
account during the year through December 31 (23:59 GMT); and

g) The serial numbers of any assigned amount held in the national registry,
excluding holdings in the retirement and cancellation accounts, at the end of the
year (December 31, 23:59 GMT).
9. Any Party that has acquired assigned amount in accordance with Article 12.10, from
2000 up to and including the year prior to the first commitment period shall report the serial
’ -numbers of such assigned amount in its first registry transmission.

10. Upon expiration of the 'true-up period' after the commitment period, each Party included
in Annex I shall transmit from its registry to the Secretariat the following information:

a) The serial number of all assigned amount held in its retirement account; and

b) The serial numbers of any assigned amount that the Party intends to add to
its assigned amount for the subsequent commitment period.

D. National Registries

11. Each Party included in Annex I shall report any changes in its national registry that have
occurred since its last submission.

III. REPORTING OF INFORMATION UNDER ARTICLE 7.2
12. In its national communication submitted under Article 12 of the Convention and in
accordance with relevant decisions of the COP, each Party included in Annex I shall include
the information required under paragraphs 12 - 17 below.

A. National registries

13. Each Party included in Annex I shall provide a description of its national registry. The
description shall include the following information:

‘ a) The name and contact information for the designated representative
responsible for the Party's national registry;
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b) A description of the database structure used in the Party's national registry;

¢) A list of and the electronic format of the information transmitted
electronically from the Party's national registry to an acquiring Party's national
registry when transferring assigned amount;

d) A list of and electronic format of the information that would be transmitted
electronically from the Party's national registry to the independent transaction
log when issuing, transferring, acquiring, retiring, and canceling assigned
amount;

e) An explanation of the procedures employed in the Party's national registry to
prevent discrepancies in the transfer, acquisition, and retirement of assigned
amount;

f) An overview of security measures employed in the Party's national registry to
deter computer attacks and minimize operator error;

g) A list of publicly accessible data elements available through the electronic
interface (e.g., world-wide web site) to the Party's national registry; and

h) An explanation of how to access information through the electronic interface
to the Party's national registry.

B. Implementation of Articles 6,12 and 17

14. Any Party included in Annex I that participates in a Kyoto mechanism under Articles
6,12 or 17 shall provide a description of any institutional arrangements and decision-making
procedures that it has in place to coordinate activities related to participation in the
mechanism(s), including the participation of legal entities;

C. Joint fulfillment of commitments in accordance with Article 4

15. A regional economic integration organization (REIO) that becomes a Party to this
Protocol pursuant to Article 24.1 shall include in its national communication information on
the implementation of:

a) any measures aimed at enforcing the respective emission levels of members
set forth in an agreement under Article 4 to fulfil their commitments under
Article 3 jointly;

b) the respective roles and responsibilities of the REIO and its member states
with respect to their participation in the Kyoto mechanisms; and

¢) measures taken to ensure the consistency of inventory and assigned amount
information gathered and reported by the REIO and by its member states.

D. National systems in accordance with Article 5.1

16. Each Party included in Annex I shall provide a description of its national systems under
Article 5.1.The description shall provide an overview of the entire inventory process,
including:

a) the name and contact information for the designated representative
responsible for the Party's national inventory;

b) roles and responsibilities of various agencies and entities involved in the
inventory development process;

c) the activity data collection process- who collects what, how often data is
collected, where background data is archived;
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d) the process for selection of emission factors and methods, including the
results of key source identification, and archiving of test data;

e) the process for development of emission estimates - who calculates what,
how estimates are compiled and integrated, how recalculations are conducted;
f) the QA/QC plan and implementation - who reviews the inventory, role of
public or external reviewers, uncertainty assessment; and

g) procedures for official consideration and approval of the inventory.

E. Policies and measures

17. Each Party included in Annex I shall provide information on policies and measures
taken to implement its commitments under the Kyoto Protocol.

F. Domestic Compliance Programs

18. Each Party included in Annex I shall report any relevant information on the its domestic
compliance measures. This information shall include:

a) a description of relevant domestic compliance and enforcement programs a
Party has in place to meet its commitments under Article 3.1 of the Protocol,
including the legal authority for such programs, how they are implemented, and
what resources are devoted to implementation;

b) a description of the effectiveness of the above programs, including a
summary of actions to identify, prevent, address, and enforce against cases of
non-compliance with domestic law;

¢) a description of how information related to domestic
compliance/enforcement (e.g. rules on compliance and enforcement procedures,
actions taken) is made public.

IV. MODALITIES FOR ACCOUNTING FOR ASSIGNED AMOUNT UNDER
ARTICLE 74

A. Establishment of Initial Assigned Amount

19. By January 1, 2007, each Party included in Annex I, including each Party operating
under Article 4, shall individually submit to the Secretariat a report to establish its initial
assigned amount and to demonstrate its capacity to account for its emissions and assigned
amount during the commitment period. This report shall include the following information:

a) a greenhouse gas inventory and national inventory report containing
complete inventories for all years from 1990, or other approved baseyear under
Article 3.5, to the most recent year available, including emissions and removals
from land-use, land-use change and forestry; in accordance with paragraph 3 of
these guidelines;

b) identification of its selected baseyear under Article 3.8;

c) calculation of its initial assigned amount, pursuant to Article 3.7,

d) serial numbers for its entire initial assigned amount, in accordance with
relevant decisions of the COP/MoP;

e) a description of its national system for greenhouse gas estimation reported in
accordance with paragraph 16 of these guidelines; and
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f) a description of its national registry for tracking its assigned amount reported
in accordance with paragraph 13 of these guidelines.

‘ 20. Any Party operating under Article 4 of the Protocol shall report the serial numbers of
initial assigned amount that it has transferred or acquired pursuant to its Article 4
arrangement, and identify each acquiring or transferring Party.

21. The initial assigned amount of each Annex I Party, calculated pursuant to Article 3.7,
shall be recorded in the Secretariat's database for accounting for emissions and assigned
amount. Once the initial assigned amount is recorded, it shall remain fixed for the duration
of the commitment period.

B. National Registry requirements
(Current working draft from mechanisms group)
V.LANGUAGE

22. The information reported in accordance with these guidelines shall be submitted in one
of the official languages of the United Nations. Annex I Parties are encouraged to submit,
where applicable, a translation of this information in English.

VI. UPDATING OF THE GUIDELINES

23. These guidelines shall be reviewed and revised, as appropriate, by consensus in
accordance with decisions of the COP/MOP, taking into account any relevant decisions of
the COP.

‘ US Views on Article 8

Since we have not had sufficient time to consider the Secretariat's draft guidelines on Article
8 (FCCC/SBSTA/2000/7) at length, we will provide only general comments at this time.

Partl

On the composition of the review teams, it is critical that we design a process that will
enable timely, thorough and consistent reviews of all Annex 1 parties. While many details
of the team composition can be determined at a later date, we believe that the workload
associated with the annual review of inventories and assigned amount information will
require a standing team, of approximately 8-10 members. Experts on the standing team
would be nominated by Parties to ensure accountability to Parties. However, formal
procedures for selection of the experts will be necessary to ensure that the team is
comprehensive, diverse and highly qualified. For some tasks, including the review of
national communications, additional experts could be selected on an ad hoc basis to assist
the standing team.

Given the current workload, decisions regarding the exact size and composition of the
standing team, as well as the procedures for selection of the experts do not need to be made
prior to COP6. However, the guidelines should be clear that the experts will not be selected
on an ad hoc basis, and will not be selected by the Secretariat.

Part 11
check should be a very basic and automatic review of the inventory (principally or entirely

focusing on the CRF), completed within 2 weeks of the due date of submission and posted
in 6 weeks. Its purpose is to quickly identify if a submission is timely, complete, and in the

. Part II of the guidelines on inventory review needs clarification. In our view, the initial
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correct format to facilitate the in-depth individual review. Additionally, the initial check
would enable certain obvious "first-order" problems to be identified quickly. The initial
check is not intended to provide a thorough review of methodologies, and efforts to extend

‘ its scope will only detract from its usefulness as a quick status check. For additional US
views on the initial check and, on the identification of problems at this stage, see our
previous submissions.

The current draft of the guidelines also does not adequately describe the individual
inventory review process. Although it is not necessary to fully elaborate the procedures for
this stage prior to COP6, it will be important to establish clearly the steps involved, and the
opportunities for Party response. In this regard, the timeline for inventory review laid out in
Secretariat's draft is overly detailed, and provides too many opportunities for Party
comment. We do not consider it necessary to establish exact time frames for all of the
review steps now, provided that the guidelines are clear that the entire annual review will be
completed in under a year.

On the procedure for adjustments, we reiterate our strong view that the review team should
calculate and propose adjustments. We do not consider it appropriate for Parties to calculate
adjustments, since Parties have the obligation, and will already have had the opportunity, to
prepare inventories in accordance with IPCC methodologies and good practice. Further,
proposals to create a separate 'adjustments team' are inefficient and could lead to
inconsistent calculation of adjustments. Instead, adjustments should be calculated and
recommended by the standing expert team. This approach will promote consistent and
objective calculation of adjustments, and will avoid the need for additional experts.

Parts I11-VII

The United States does not support review of Article 6 projects under Article 8. If the
Article 6 rules establish national level requirements, these would be reported in the national
communication and reviewed under Article 8. Project reporting and project review would be
handled by a separate procedure under Article 6. For this reason, Part VI of the guidelines
should be deleted.

We do not consider the remainder of the guidelines - review of national systems, registries
and national communications - to be a priority for COP6. These sections should be further

elaborated after completion of the guidelines for national registries and reporting under
Article 7.

[end of document)
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SB12 Periodic Update No. 1: Informals Start in Pleasant Demeanor, with
Pledges of Cooperation, and Calls for Action

' Atmospherics

"The work of the Twelfth Sessions of the Subsidiery Badies of the UN
Framework Convention on Climate Change (or SB12 of the UNFCCC in climate
change jargon) started their work on June S in a meood of cordiality. In sidebars and
during the informal sessions themselves, most delegations pledged 1o cooperate
during this two week conference. Many from both Annex I and non-Annex I Parties
also called for “action” to replace words (although no specifics were eited).

TJUN-B8S-2000 12:30 OES-EGC

This first week’s work is something of an experiment, as it consists of a week
of informal sessions without translation. Even so, the two co-chairs ((John Ashe of
Antigua/Barbuda who chairs the Subsidiary Body on Implementation (SBI) and
Harold Dovland of Norway who chairs the Subsidiary Body on Scientific and
Technological Advice (SBSTA)) both expressed their hope that delegates would be
able to move on from statements and posturing. They hope that delegates will be able
to provide actual textual language that can be addressed during the formal
SBI/SBSTA sessions that start during the work week of June 12.

No one quibbled with the chairs’ remarks on June 5. In fact the only
substantive comment came from Nigeria speaking on behalf of the G-77/China who
called for the replacement of the Priends of the Chair discussions on technology
wansfer with a normal contact group. The delegate indicated that Dovland had stolen
his thunder somewhat by hig earlier suggestion that — for this week’s informals at least
—no contact groyp is envisioned. Dovland had alse indicated that his “friends”

‘ grouping is open to any country that wishes to participate.

Similar professional airs were evinced in the meetngs of the contact group
that werc held on June 5 (at least during those held by the time of this writing). These
included groups on Convention Articles 4.8/4.9 and Protocol Articles 2.3 and 3.14;
and on Articles 5, 7, & 8, It should be noted that all of these sessions are “open.”
They can be attended by anyone with accreditation. However, Ashe and Dovland
both maintained that they may be closed at the request of the various co-chairs when
circumstances dictate (i.c., if and when negotiations begin).

The following paragraphs are the expectations for the variaus topics under
consideration during this first week of informals as expressed by co-chairs Ashe and
Dovland: _

(2) Convention Articles 4.8/4.9 (affects of climate change and impacts of response
measures) and Protocol Articles 2.3 and 3.14: Some five sessions have been
allotted to this topic during the first week. Ashe indicated that the co-chairs of
this group (Salamat of Iran and Kjellen of Sweden) have been authorized to hold
separate sessions on Article 3.14. (Note: This article has the disadvantage of
focusing only on Annex [ responsibilities to strive to minimize adverse impacts.
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End Note) At the first June S session, the co-chairs managed to avoid serious
bloodletting over this issue by stating that there shoyld first be a run through of
the three topics. Then, it could be decided at the end of the third session on
Wednesday how to handle the question of Article 3.14. The co-chairs made
rcference to the report from the March workshop on these topics (Articles 4.8/4.5)
and suggested that Parties take these as their departure points for the current
discussions.

This permitted several countries (the U,S., Samoa, Tanzania, Egypt, Zimbabwe,
the Netherlands, Guyana, Australis, Cenada, and others) to make suggestions as 1o
the direction they hope the discussions take. Saudi Arabia’s Al-Sabban was blunt
in indicating that he wants two separate decisions on both 4.8/4,9 and on 3,14.
Portugal (speaking for the BU) stated that his group would not accept a division of
labor between these two essentially overlapping topics.

(Comment: The co-chairs asked several delegations, including the U.S,, for
written staternents of their remarks. These may be used to develop some kind of
negotiating text, although the co-chairs have not as yet indicated that this is their
intent. Once more, as has become his mantra, Al-Sabban warned in private
conversation that without progress in this area, there will be no progress in any
other areas. End Comment.)

(b) Technology Transfer: Ashe referred to the two workshops that have taken place
since COP-S in both Manila and El Salvador on this important topic. Dovland
indicated that he will continue to head the Friends of the Chair group that has been
active in both consultations. He invited other Parties to join the friends and
indicated that he wants the group to develop the ¢lements of a draft decision over
the next two weeks, Dovland seid that he intends to expand the group into a
formal working group at an appropriate tirne in the future (he did not back down
following the G-77’s intervention on this peint).

(c) Kyoto Mechanisms: Malaysia’s Chow Kok Kee will continue to chalr this
important joint working group that meets for the first time on Monday afiernoon.
A revised document is being made available, and a secand warkshop will be held
this week to try to simplify or at least clarify it further.

(d) Compliance: This joint working group will be headed by SBSTA Chair Dovland
and by Samoa’s Ambassador Slade. An sdditional consultation will be held on
Monday afternoon, prior ta two “formal informal” sessions on June 6.
(Comment: Itis clear thart this work has been complicated by the draconian
proposals circulared by the BU. First reactions will probably not be given until
Tuesday, however. End Comment.)

(e) Policies and Measures (PAMSs): No formal contact group has been cstablished.
While SBSTA chair Dovland indicates that he has adopted a “wait and see’
approach on this question, he has admitted privately that the establishment of one
will probably be inevitable. EU attitudes on the PAMs discussion remain unclear.
At the March Copénhagen conference, the EU appeared to downplay its earlier
insistence on harmonization of various policies and measures, It is not clear if this




JUN-B5-2808  12:31 OES/EGC

2082 647 ©191 P.05-@7
suggestion was for tactical purposes only or if this 1$ an indication of a new moad g
among our Burapean colleagues. _ (a N

(f) Articles 5/7/&8 (on methodologies, reporting and review): Once more, this
working group will be co-chaired by New Zealand and Brazjl, The first meeting
on June S was devoted mostly to procesg relared issues, with a decision beipg - -
taken that Arricle 5.1 on national systems will be handled in 3 contact group, with
other elements for the time-being being handled by the working group as a whole,

(g) Land Use and Land Use Change and Forestry (LULUCF): Ashe noted that
the TPCC has now completed its special report on LULUCF and will give a
presentation of its results at a four hour session on June 7. Iceland and Uganda
remain the co-chairs. The first meeting will be on the afternosn of June 5.

(b) Capaciry Building: Ashe noted that responsibility for this important igsue will be
held by himselfin the absence of his co-chair, Daniel Reifsnyder of the U.S. He
said that the he will hold consultations on the draft elernents for a declsion. The
group is first scheduled to meet on Wednesday evening (June 7).

(1) Cross-Cutting Issues: Ashe noted that several issues related to compliance, the
mechanisms and Articles 5/7/&8 are cross-cutting in nature. Seversl sessions will
be held during this week in an effort to ensure that these issues are treated in a
coherent manner. The first session will be held on Tuesday evening (June 6).

The June 4 Umbrella Meeting

Seven of the nine umbrella partners (neither Ukraine nor the Russian
Federation was present) met for a short update on events since the last meeting in
Montsbello, Quebec, in May. The main point of interest was the rather broadbased
concern expressed by collesgues about the EU’s compliance suggestions. These were
termed as “punitive” by Canada. Seme Parties talked about the possibility and
timeliness of raising Article 4 “bubble” and related parity concerns during the course
of this meeting. The U.S, was one Party that signaled thet serious consideration is
being given fo this step. No one interposed any objection.

Several consulrations among the various umbrella group Parties are underway.
The mechanisms group met on June 4 and others on sinks and compliance, 10 name
but a few more, are scheduled for Tune S.

The Group also 'cndorsed the suggestion by Norway that JUSCANZ meetings
be scheduled for Tuesday snd Thursday (June 6 and 8) of this week and dajly next
week during the formal session, The Umbrella Group will meet on an ad hoec basis,

The Game of “Bureau”: Jockeying for Bureau Membership Begins

The Game of “Bureau” (or the bi-annual effort to select officers and members
of the UNFCCC Bureau) will begin in eamest sometime over the next two week
period. We will have to decide whether we (the U.S.) want to gain a formal foothold
as the replacement for Norway whose terin expires at COP-6 in Noverber.
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TWELFTH SESSIONS OF THE SUBSIDIARY

BODIES OF THE FRAMEWORK CONVENTION
ON CLIMATE CHANGE '
- $-16 JUNE 2000
The twalfth sessions of the subsidiary bodies (SB-12) of the

United Nadons Framework Convention on Climate Change
(FCCC) will take plece from 12-16 Junc 2000 in Boan, Germany,
preceded by one week of informal meetings scheduled for 5-10
June. Delegates to SB-12.and the ihformal meetings will work!
toward fulfilling the Buenos Aites Plan of Action (BAPA) adopied
at the Fourth Conference of the Parties (COP-4) in November
1598, Under the BAPA, Partics sct 8 two-year deadline for
strengthening FCCC implernentation and praparing for the future
entry into foree of the Kyoto Protocel. The Sixth Conference of the
Parties (COP-S), scheduled to take place from 13-24 November
2000, in The Hague, the Netherlands, will mark the culminatiop of
this two-year process. o

* SB-12 will focus on a range of technical and politcal issues
sired at laying the foundations for negotiations on a comprehen-
sive agreement to be completed at COP-6. The Subsidiary Body
for Implementation (SBI) will consider a number of issues,
including national communications and the financial mechanism.
The Subsidiary Body for Scientific'and Technological Advice
(SBSTA) will consider, irer alia: best practices in palicies and
measures among Parties included in Anpex I to the FCCC; fand
use, land-use change and forestry; guidelines under Protecol Arti-
cles S (methodological isaues), 7 (communication af information)

and B (review of infottation); and the development and transferof

technologies. SBSTA and 8B1 will jointly consider the Protacol
mechanisms, implementation of FCCC Article 4.8 and 4.9 end
mafiars relating to Article 3,14 of the Protocol (adverse effects),
The joint SBI-SBSTA working group on compliance under the
Protocel (TWG) will resume work startad during previous sessions
of the subsidiary bodies. In.addition, the Intergovernmental Panel
on Climare Change (IPCC) will present its recent scicntific and
technical reports, ' ‘

INTERSESSIONAL HIGHILIGHTS L :
WORKSHOP ON COMPLIANCE UNDER THE KYOTO
PROTOCOL: The workshep on compliance under the Kyoto '
Protoco! was held from 1-3 March 2000 in Bonn, Germany, The |
workshop was designed 1o assist In developing elements of proco-
dures and mechanisms rolating ro a compliance system forin-
depth consideration ar forthcoming meetings of the TWG. Trwas

- organized by the FCCC Secrctariat and the Co-Chairs af the TWG.
Participants heard presentations and discussed various issues,
including; linkages between Arricles 5, 7 and 8 and the compliance
system; institutional design; culcores or conssquences of non-
compliance or potential non-compliance; general provisions; and a
framework On the basis of discussions during the werkshep, as

.well s their working paper resyliing from consultations held in
Montreux in February, the Co-Chairs developed a text that will
help farm the basis for negotiations at SB-12. For mere informa-
tion visit: http://enww.iisd ca/climate/cop6/tech_we/compliance/
index.html o :

WORKSHOPS ON FCCC ARTICLE 4.8 AND 4.9:
ADVERSE EFFECTS OF CLIMATE CHANGE AND THE
IMPACT OF IMPLEMENTATION OF RESPONSE

* MEASURES: Two workshops on FCCC Arnicle 4.8 and 4.9 were
held from 511 and 13-15 March 2000 in Bonn, Germany. They
were organized by the FCCC Secretariat and the Chairs of the
FCCC subsidiary badies. The first workshop was held from 9-11
March td consider initial actions to mest the specific needs and
coneerns of developing counmy Parties and the specific needs and
special situations of the least developed countries (LDCs) arising
from the adverse effects of climate change, Participants heard

_ presentations and engaged in disqussions on the adyerse effects of

clitnate change on Food security, water resourees, SCONOMIC 2ctivi-
" ties, coastsl zones and human health. They also constdered initial
actions related to funding, insurance and the transfer of technola
to meet the needs and circumstances of develaping countries.
Otherissues addressed included acrions 1o: enhance capacity for
monitaring, systematic observation and vulnerability assesament
in developing countries; build caparity in envirohments! manage-
ment and integrated assessment; and identify adaptation options
and facilimte appropriate adaptation. -

The second workshop wes held from 13-15 March to consider
the impast of the implementation of response measures to climate
change. Panicipunts considared methodological approaches and
actions nacessary under the FCCC relating to the impact of imple-
mentaton of response measures on, infer alia, 1erms of trade, inter-
national capital flaws and developmental efforts, in accordance
with FCCC Article 4.8 and 4.9 and in the light of matters related to
Protoenl Article 3.14 (adversc cffects). Participants also consid-
cred the nature, content and sources of information required,
procedures and modalities for the provision of information, and
actions needed The specific needs and specisl situations of LDCs
were plso considered.
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vThe Chairs of the FCCC subsidiary bodies produced a repert
that will pravide input for discussions on these issues at SB~12 and
B-13, to be held in June and September 2000 raspectively. For
information visit: hop:/fwawnw iisd.ca/climate/cop6/tech_ws/
4 9findex.hitm!
WORKSHOP ON ISSUES RELATED TO ARTICLES 5,7
& 8 OF THE KYOTO PROTOCOL: The workshop on issues
related to Protocol Articles § (methadological issucs), 7 (communi-
cation of information) and 8 (rcview of information) toak place
from 14-16 March 2000, in Bonn, Germany, Participants metin
three working groups to consider: guidelines for natianal systems
under Anicle 5.1; issues relared to adjustments under Article 5.2
and to guidelines under Article 8; and issues related to guidelines
under Article 7. Panticipants agresd upon & number of elements to
be considered for inclusion in the guidelines, They slso agreed to:
use the FCCC reporting guidelines on annual inventories and
national communications and the FCCC guidelines for the tech-
nical review of grecnhouse gas inventories of Annex I Partied as a
basis for the development of guidclines; and aim for the early adop-
tion of these guidelines in arder to facilitate preparations for the
implementation of the Protocol by Annex I Parties. For more infor-
mation visit: hitp:/www.unfecc.inUsessions/warkshop/000314/ .
index.hunl
PACIFIC ISLANDS CLIMATE CHANGE CONFER-
ENCE: This meeting was held from 3-7 April 2000, in Rarotonga,
Cook Islands. The mesting was organized by the South Pacific
Regional Environment Programme\(SPREP) in partnership with
the National Tidal Facility, UNDP and the GEF, through the
Pacific Islands Climate Change Assistance Programme. Parxici-
ants considered a variery of climate change issueq relevant 10
ific 1sland States, including: current knowledge and under-,
ding of climate change and its impacts: scientific aspeets of
imate change; vulnerability and adaptation; capacity building,
stakeholder invelvement; and countyy reports and experiences. For
roore information visit; http://emnw sprep.org.ws/whatsnew_ hmm
WORKSHOP ON BEST PRACTICES IN POLICIES AND
MEASURES: The Workshop on Best Practices in Policics and
Measures (P&Ms) under the FCCC was held from 11-13 April
2000 in Copenhagen, Denmark, The workshop sought to: clarify
the concept of best practices in P&Ms; identify the criteria used by
countries to select, monitor and evaluate these practices; and cnsble
countries to improve and ephance their reporting on bast prastice
P&Ms. The meeting was co-sponsored by Denmark and France and
organized by the RCCC Secretariat in cooperation with the SBSTA'
Cheir. Participants met in seven working groups ta discuss.
natiopal prograrmes; cross-curting issues; indigators; method-
ological and institutional jssues; and best practices in P&Ms to
address CO2 ernissions from energy supply, industry, transport,
household and commercial sestors, and emissions of non«CO2
gases from energy, industry, agriculture, forestry and waste, A
Chair’s report of the workshop will be presented 1o SBSTA-12, For
more informatian visit; http://waww lisd ca/climate/cap6itech_ws/
policies/info.htm
EFIEA CLIMATE POLICY WORKSHOP "FROM
KYOTO TO THE HAGUE - EUROPEAN PERSPECTIVES
ON MAKING THE KYOTO PROTOCOL WORK™: The
Second Enropean Forum for Internatiopal Enviranmental Assess-
t (FFTEA) Climate Workshop, “From Kyoro to the Hague -
pean Perspectives on Malking the Kyoto Protocal Work," took
from 18-19 April 2000, at the Royal Nethedands Acsdemy uf

Selences in Amsterdem. It was sponsared by the Dutch National
Rescarch Programme on Global Air Pollutieri and Climate Change.
The workshop simed to bring together stato-of-the-art scientific
information from European research that is relevant to the Euro-
pean Union (EU) and its member Statea in preparing for COP-6,
and to enhance the policy relevance of climate-related rescarch in
Europe. The workshop was divided into four thematio sessions:
Kyoto mechanisms, sinks, imgle:nentation 1ssues 4nd European
international climate strategies/leadership. Regarding the mecha-
nisms, participants highlighted the potential benefits of the use of
the mechanisms, while noting that there are sound regsons for
domestic action, On EU leadership, it was noted tharthe EU has a -
long-term vision and can integrate climats change policy with other
issues. A number of participants urged the EU to'work o maintein
the enviranmental eredibility of the Protocol. On iwnplementation,

- it was noted that BU enlargement is not relevant s implomenting

cxisting obligations under the Protocol. For mereinformation visit:
hitp:/Awww.iisd ca/sd/EFIEA/index htmi

CONFERENCE ON INNOYATIVE POLICY SOLU-
TIONS TO GLOBAL CLIMATE CHANGE: This conference,
co-hosted by the Pew Center on Global Climate Cheage and the
Royal Institate of International Affairs, took placs from 25-26
April 2000 in Washingtan DC, USA.'Participants considered inno-
vatjve policy measures being implemented by indusirialized .
country governments and the private sector. Conference topics
included: common policy approaches, such as taxes, trading and
negotiated agreements; crosg-cutting issues. including competi-
tivepess and trade; energy and wansport sector policies; and state
and local programmes. For more infermation visit: hap//
www.pewclimate org/forms/innov_canfrhtm!

16TH SESSION OF THE INTERGOVERNMENTAL .
PANEL ON CLIMATE CHANGE;: This meeting took placé,
from 1-8 May 2000, in Montroal, Canada. Participants considered °
the [PCC programme and budget fof 2001-2003, thereport of the
previous scssion, and progress reports on the IPCC's Third Assess-
ment Report. They alse approved new IPCC teports on Land Use,
Land-Use Change and Forestry (LULUCK); Methodalogical and

* Technological issues in Technology Transfer; Emissions .

Scenarios: and Good Practice Guidance and Uncertainty Manage-
ment in Natiotal Greenhouse Gas Inventories, For more informa-
tion visit: http://www.ipce.ch/

THINGS TO LOOK FOR TODAY

- INITIAL BRIEFING AND INFORMAL MEETINGS: An
initial briefing for participants attending this week's informal
meetings will be held at 10:00 am, It will be followed by informal
mestings in parallel sessions on: Guidelinea under Protocel Arti-:
cles S, 7 and 8; aud FCCC Article 4.8 and 4.9 and Protocol Article
3,14, These two meetings will conclude at 1:00 pm and resume -
from 7,00 pm — 9:00 pm. An informal meeting on LULUCFanda ,

1:00 pra. Cansult the sanouncement board for further details. .

TOTARL F.O7

session on the Protocol mechanisms are both seheduled ta begin at o
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To: See Recipients” List
From: USDEL/Bonn — Mark G. Hambl/
Subject: Periodic Update No. 2 from SB12 (Mon/Tues, June 5/6)

This message transmits an unofficial and informal report on events and
activities during the Twelfth Meetings of the Subsidiary Bodies to the United Nauons
Framework Convention on Climate Change (SB12) that are meeting in Bonn during
the June 5-16 timeframe. This message coVers activities from the afternoon of
Monday, June S, to the afternoon onl Tuesday, Junc 6.

Three additional reports prepared by USDEL members and detailing afternoon
and evening discussions are also included: (A) events in the compensati on/adaptation
discussions (Articles 4.8/4.9), prepared by USAID’s Duane Lakich Muller; (B) a
report on the discussions in Articles 5/7&8 prepared by EPA’s Sharon Saile and
Wiley Barbour and (C) a repoft on the mechanisms discussion prepared by EPA’s
Jennifer Macedonia.

Also included for reference is a copy of the Earth Negotiations Bulletin that
provides a useful supplement oo actlyities on June S. It is prepared by NGOs with
government subsidies and gencrally tends to be unbiased in its coverage.

Although unclessificd, this report is not intended to for use ar circulation
outside the U.S, Gevernment.
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6 June 2000

SB12 Periodic Update No. 2: Delegates Moving Abead Diligently Despite
Continuing Saudi Noise

Atmospheries

The work of the Twelfth Sessions of the Subsidiary Bodies of the UN
Framework Convention on Climeate Change (SB12) centinued to make headway
during their efternoon, evening and moming sessiéns, Because the meetings are
informal, the work schedule officially runs until 9 PM. No two groups meet at any
given time, but there are multiple time slots set gside in an effort to accommodate the

substantial work load.

The mood continues to be professionel and workmanlike. The Saudis
" continue 1o insist that they want progress on their issues or that they will bloc progress
in other areas, They attempted (with Indien connivance) ta do 5o in the mechanisms,
but thus far do not have the backing of any other key G-77 member, Still, the Saudis
arc present in almost every working group (even the one on sinks), where they are
making their presence felt.

Relationships with the EU have been relatively goed, althongh some strain
may be brewing in mechanisms, sinks, 2nd Articles 5/7/&8 particularly. The EU has
been insisting on raising the issue of policies and measures (PAMs) in the various
discussions, with their empbasis on the necessity for demonstrable progress through
PAMs by the 2005 review being their current flaver of the moment, We arc having
some burps with some of our umbrella partners are various smell items, but these are
being handled. Thus far, neither the Russians nor the Ukrainians have surfaced at
these meetings.

The following paragraphs provide insights into the status of the various topics
under consideration during this first week of informal discussion,

(2) Convention Articles 4.8/4.3 (affects of climate change and impacts of
response measures) and Protocol Articles 2.3 and 3.14: A summary of the
current state of play is contained in the accompanying detailed note. Suffice it to
note that we have two main problems confronting us at the moment. First, we are
trying to avoid having two decisions to address, one on Convention Articles
4 8/4.9 and the second on Protocol Article 3.14. The latter article specifies action
only by Annex I Parties and would undoubtedly lead to calls for addiriopal action.
Second, the co-chairs have called for Parties to provide submissions by Thursday
to prepare a text for ncgotiation. Most Annex I Partics are resisting this idea, but
it is not clear that we will prevail. We would prefer to develop elements for a
decision at this meeting with a text emerging at the September meetings in Lyon.
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(b) Technology Trapsfer: Our representative, State’s Duncan Marsh, met with

Canada and the UK on Manday night (June 5) and will continue informal
consultations on June 6. The first meeting of the (expanded) Friends of the Chair
will meet on this issue o June 7. As reported earlier, Chair Dovland feels under
increasing pressure ta convene 2 formal contact group on this issue. Helis
resisting end would prefer to make progress through the proven mechanism of
‘the friends’ at least until September. The odds would appear to be against him,

however, in view of the G-77/China’s rather strident position on this issue.

(c) Kyoto Mechanisms: Malaysia’s Chow Kok Kee, the chair of this group, turned

in an impressive performance on June 5. Although the Ssudis attempted to stall
progress by trying fo open 2 discussion on the principles, nature, and scope of the
mechanisms, he was only supported by India in this move. Chow beet him back
and instead marched the large gathering “through his garden” of project cycle and
structure of the CDM, Chow’s presentation Was well-received. The new Chinese
delegate, Gao Feng, called it “a fair lady.” In studiously flawless English, Mr.
Feng nevertheless also made the point that Annex I Parties must take full

responsibility for all CDM projects (8 point that we question).

In a contact group that followed this meeting (Cansda and Norway represented the
umbrella group), the main issue concerned the disposition of the revised text that
Chow is known to have prepared. We understand that this texr, aside from being
shorter than the current 140 page plus compendium decyment, hag incorporated
the “principleg” into the chapeau chapters and not in each of the settions on the
three mechanisms. Chow is considering issuing the text next weck following
additional consultations, Most Anmex I Parties would like it to be issued prior to
the weekend to allow us to study it in detail-

One noteworthy development has been indications that the EU is considering
supporting the G-77/China’s cell for extension of the CDM adaptation fund to
joint implementation and internarional emissions trading. The rationale is that this
would “foree” us to tzke more domestic measures by making the mechanisms less
aractive, We are looking at ways to nip the EU’s ardor for such nonsense in the
bud. We may do this by noting, inter alia, that this would raise a parity issue
involving the BU bubbling arrangements under Article 4 of the Protocol.

(d) Compliance: We understand that co-chairs Dovland (Norway) and Slade

(Samae) have prepared a text. Ata contact group meeting on June S, discusaion
focused on whether to circulate this text or not, Parts of the text look acceptable
as issues have been sufficiently vetted; other portions do not sppear ripe for
textualization and require additional discussion. The co-chairs intend to do this
starting at the June 8 meeting. Additional views from Parties will be solicited.

As reported in Update No. 1, the EU has a new compliance proposal that includes
financial penaltjes. It is not clear if this will be formally introduced in writing,
although the EU believes that its ideas will bave official standing, in any case,
from the interventions they will be making on it. (Comment; We understand that

- the BEU's position on finencial penalties was initially pushed by UK eccnarmic

ministries. As the UK intends to meet jte target, it wants to ensure that others pay
a price for failing to do 5o for comnpetitiveness reasons. Germany was the hold-
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out, its economics minister being quite conservative in such matters. Once he
changed his view, the pogition was adopted by the EU 25 a whole. End
Comment.)

(c) Policies and Measures (PAM3): This group met for the first tirne as an informal
group under SBSTA Chair Dovland on June 6. The EU has been raising the issuc
of PAMs in several different settings (including the Article 577/&8 discussions.
The current emphasis appears to be focused on using PAMzs to demonstrate
substantial progress by the 2005 review period stated in the Protocol.

(f) Articles 5/7/&8 (on methodologies, reporfing and review): A complete report
on developments in this important group iz included with this submission.
Several differences in view with the BU were noted, but we are working to finds
way around these. The G-77/China was well represented in this group. Ameng
the more active delegates was from Saudi Arabia, While he did not comment
substantively, he insisted on retaining text when various deletions were proposed.

(g) Land Use and Lanad Use Change and Forestry (LULUCF): Two issues were
addressed during the first meeting, (1) data table formats and (2) criteria and
guiding principles. Three proposed formats for defining aforestation,
deforestation, and reforestation and Article 3.4°s extra categories have been
proposed by the U.S,, Australia, and the EU. At the June 5 JU SCANZ, the
Norwegian representative suggested that he does not see many difficylties in
accommodating all three systems (although the EU’s version 1s much more
complicated than cither of the other two). At the evening LULUCF meeting
scheduled for June 6, it is expected that criteria and guidelines for Article 3.4 will
be addressed. The G-77/China (headed by Brazil) is well represented at this
meeting. Onece more, Saudi Arebia is present and attempting to draw linkeges
between this issue and those of Articles 4.8/4.9 and Article 3.14.

(t) Capacity Building: This topic bas not as yet been addressed,

(1) Cross-Curtting Issues: This will not be first addressed until this aftemoaon (June




Informal Workshop, Articles 4.8/4.9 (3.14) 7‘/
June 5, 2000 (6-7:30pm session) :
Duane Lakich Muller
. The evening scssion focused on ‘Ympacts of Respohse Measures.” Seudi Arabia called for the - -

rernoval of market distortions and subsidics to cosl industries, and for a focus on diversifying
the economies of least developed countries (his idea that compensation ig an insurance
policy), Nigeria supported the need to develop renewable energy and energy efficiency
technolagies in developing countries. Zimbabwe backed Nigeria and Saudi Arabia, and
cxpressed support for the March 2000 workshop repert in RCCC/SB/2000/2, specifically the
need to integrate poverty eradication and renewable energy (solaz/wind) into climaté change
support. Samea called for a broad interpretatian of Art 3.14, and questioned who determines
whether Parties seck and reccive compensation. Co-Chair Bo Kjellen highlighted our current
global economy. Portugal stressed the important role of nationa) communications in
information gethering. Uganda said least developed counfries would suffer whether or riot
actions were taken, Australia complemented Samos, indieating the nced to avoid 8 discussion
on cormpensation, end instead focus on minimizing impacts, making a clear distinction
petween the FCCC (4.8/4.9) and the Kyeto Protocol (3.14). The US stressed the linkages of
4.8/4.9 to other issues (capacity building, tecknology trensfer, ginks, PAMs, and the

A B D O i tn Almen information gaps and preclude creating an incentive ta avoid
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To: See Recipients® List
From: USDEL/Bonn — Mark G. Hambley/

Subject: Periodic Update No. 4 from SB12 (Wed/Thurs, June 7/8)

This message transmits an unofficial and informal report on events and
activities during the Twelfth Meetings of the Subsidiary Bodies to the United Nationis
Framework Convention on Climate Change (SB12) that are meeting in Bonn during
the June 5-16 timeframe. This message covers activities from the afternoon of
Wednesday, June 7, to the afternoon on Thursday, June 8,

Additional reports prepared by USDEL members and detailing afternoon and
ovening discussions in various activities, plus the June 7 edition of the Earth
Negotiations Bulletin are included as Update No. 5. We are including the June 8
edition of the Bulletin with this report, It provides a good summary of the Wednesday
discussions and should be read as a supplement to our own comments. We are also
including a copy of the NGO letter to us that is currently being circulated to other
delegations. Please see the explanation in this report to place this lettor in context.

Although unclassified, this report is not intended to for nse or cireylation
outside the U.S. Government.
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SB12 Periodic Update No. 4: Intensified Contacts between the EU and the
Umbrella Bring a Positive Note, although Mechanisms® Fast Pace May be
Slowing

Atmospherics

The work of the Twelfth Sessions of the Subsidiary Badies of the UN
Framework Convention on Climate Change (SB12) continued to make headway
during their afternoon, evening and morning sessions on Wednesday and Thursday.
Two points are of note, First, the BU and the Umbrella Group, in general, and the
U.S. in particular are meeting regularly in small technical groups in efforts to
development common understanding and to bridge gaps where possible. These
meetings are oceurring primarily in the areas of Art $/7/&8, compliance, and the
mechanisms. We are also trying to set up a meeting with the FU on LULUCE-related
topics, and especiall those related to pre-commitment period eligibility. Bodansky,
Miotke, and Talley had a very frank and productive bilateral with the British
delcgation on Wednesday night where we were able to explain our views on sinks,
compliance and other areas where we do not often see sye-to-eye,

The second noteworthy atmospheric concerns dynamics within the

G-77/China. Chairman Chow has been accused by the Saudis of moving at

‘ “supersonic” speed throngh the mechanisms work, while the Saudis complain that
little progress has been made with regard to building text on Articles 4.8/4.9 and 3.14.
This is likely to delay the issuance of the mechanisms revised text which we had been
hoping to receive by the weekend, The count down on this one is not yet over, and
we have many allies within the G-77 (principally many of the more progressive
Lating), However, OPEC and some Africans are pushing hard for some kind of signal
to Annex I that they want something in exchange for their “cooperation.”

NGO Meeting = An Unfortunate Letter is Delivered

We had meetings with both the business community and environmental NGOs
on Wednesday evening (June 7). The discussion pertions went predictably. Most of
the business questions focused on minutiae with regard to the mechanisms in genera]
and on the CDM in particular. Among their specific questions were ones dealing with
our approach on public participation and our artitude towards 3 list of project
priorities.

The NGOs, on the other hand, were concerned mostly about the sinks
discussions, Questions about the criteria we are interested in proposing for Article 3.4
additional acitivitiez were typical of this part of the discussion, In addition, capacity
building and rechnology transfer were also discussed. Concerning the farmer, WWF
said that we need an assessment on what has been done before moving on to future

steps.
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At the end of this meeting, the U.S. Climate Action Netwark provided us with
an advance copy of a letter that they will be circulating to all delegations on June 8.
The letter expresses deep concern about the U.S, negotiating position on key aspecis
of the Kyoto Protocol that they insist will impact on the agreement’s environmental
integrity. They blasted our position that we need flexibility for ratification. They said
that this position is misguided and added that our call for unfettered emissions trading
and our position on Article 3.4 in the sinks discussion will apen the way for crediting
business as usual activities.

In our initial response, we expressed disappointment with the inaccurate
assessment of U.S. positions. David Doniger gave a particularly eloquent recitation
of the way in which our pelicies are, in fact, very sensitive to environmentsl
credibility. On June 8, reporting officer spoke to two representatives of
Environmental Defense (ED), and indicated that they should expect a very chilly
reception to this letter in Washington. They responded that ED had joined in
supporting the letter in order to work within the environmental commumity and to
keep “radical elements™ from taking precipitous action now. They said a careful
reading of the letter contains many nuances, and that it is not as bad as it seems,

'We said we had read the letter carefully carefully, We saw no nuances and
nothing to give us hope that U.S. positions are being given the credence and support
they deserve. Annie Petsonk said that if the 1J,S. wanted to continue to dialogue with
environmental groups on this issue, it might be useful for senior Washington officials
to engage the signatories of the letter at the CEO level. We said we would pass this
suggestion along to our superiors in Washington.

A copy of the lefter (the cover note te us and well as the letter that was
circulated) is included with this report. We did not include the attachment outlining
domestjc action which our interlocutors will already be familiar with.

Reaction to our Article 4 Efforts

Our efforts ta put linkages between the EU bubble (Article 4) and severa]
itemns under discussion in the mechanisms, complianee, and as cross-cutting issues has
thus far proven successful. No backlash with our EU colleagues has as yet been
detected; to the contrary, as noted, we are telking to them now more than ever before
on 3 variety of technical details. In an umbrella group meeting, we raised our
intention to press the EU on Article 4 in the context of the mechanisms with our
colleagues. We were enthusiastically supported by Australia and New Zealand.
Norway and Canada were somewhat skittish, Japan is believed to be nervous, as well,
but did not voice any objection,

In 8 side comment on our presentation of this issue at the cross-cutting
meeting on June 6, Richard Kinley = perhaps the wisest and most experienced hand
on the climate secretariat, credited Dan Bodansky with delivering what he
characterized as the best intervention he has heard since COR-3.

P.as5-22
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Status of the Negotiations

The following paragraphs provide insights into the status of the various topics

' under consideration during this first week of informal discussion.

(=)

®)

o

(@)

Convention Ardcles 4.8/4.9 (affects of climate change and impacts of
response measures) and Protocol Articles 2.3 and 3,14: The first discussion
of Article 3,14 occurzed on June 7. The Saudis once more listed their
demands for minimizing the impacts of response measures that include
eliminating tsx distortions and removing subsidies; discouraging nuclear
energy; supporting wider use of CO2 sequestration technologies; helping with
econpomic diversification; and providing compensation where adverse impacts
are indicated. Annex I Parties took a firm and consistent line on this jssue and
during the discussion of minimizing the impacts of climate change, as well,
The leading process debate continues to be over the question of whether
Article 3.14 will be handled as a separate decision or not. Annex I uniformly
said no, Saudi Arabia gained the support of China that said the decision
should be separate, becanse Article 3,14 deals only with Annex [ obligations
4,8/4,9, The Saudis pushed back hard on this point.

Technology Transfer: There continues to be tussle over efforts by the G-
77/China to turn Chair Dovland’s productive Friends of the Chair group into a
formal contact group. The June 7 discussions revelved around the IPCC
contribution on this topic and on the web page that has been established.

Kyoto Mechanisms: There were no formal meetings on Wednesday. They
resume later today (June 8), Malaysia’s Chow Kok Kee, the chair of this
group, held a meeting with a contact group and reported that the G-77 had net
as yet agreed to relcase his revised text. He hopes that following additional
consultations within the group that this might be possible by Friday. If this is
not the case, he will hold an additional general discussion next Monday (June
12) and will issue the text on Tuesday — if there are no objections raised by
Parties, (Comment: We understand that the delay is being caused by the
Saudis and their allics who insist that Chow has moved too quickly on
mechenisms, leaving their issues at a disadvantage. The tming for the Article
4.8/4.9 discussions was shifted today to permit the holding of 2 mechanisms
meeting in place of a session on cross-cutting issues. Article 14.8/4.9 is being
allocated an additional three hour session on Saturday. End Comment)

Compliance: As nated, the U.S. and the BU held a useful bijatera] on this
topic on June 7. We were impressed to note that some 16 EU delegates
showed up, so there was no misinterpretation of our message to the broader
group. The actual meetings on June 7 went better than expected. The
participants went through the old ¢lements text. They were invited to
comment on the ¢o-chairs’ new text. The co-chairs then hope to develop a
new document which can be reviewed by delegates during the formal
meetings next week.

P.B6/22
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Policiés and Measures (PAMs): Hopes for an early resolution of this issue to
keep it from becoming a drag to the already overburdened Seprember agenda
have been diminished. According to SBSTA Chair Dovland, his efforts to put
together the draft elements for a decision were complicated by BU
submissions that call for the development of international indicators and for
the delineation of policies that can measure substantial progress by the review
expected in 200S. Both positions are opposed by the umbrella group and are
not supported by many G-77 countries, either.

Land Use and Land Use Change and Forestry (LULUCF): During 2
marathon presentarion of its report, various IPCC scientists — led by Chair Bob
Watgon — outlined the reports conclusions and responded to questions. More
detailed reporting will be available in a future update. Suffice it to note the
interest in this topic exhibited by developing countries, and cspecially by the
Latina, Colombia’s Black gave a particularly compelling intervention on the
utility of sinks as CDM prajects. Although the EU wamed us to expect a
*very tough” paper on sinks, the British appeared to haye been impressed with
the explanation we gave to them at our June 7 bilateral on the way we propose
to handle Article 3.4's additional activities, We will make another push at a
bilateral with the BU Presidency (Portugal) later on June 8,

Capacity Building: The chair of this group, SBI Chair John Ashe (acting sole
in the absence of Dan Reifsnyder) held his first meeting on this topic on June
7 with a foeus on the needs of economies in transition. Aside from the
Rusgians who indicated that they want to know how much money they can
expect (!!), most of the other EIT member states were thoughtful interlocutors,
many of whom expressed gratitude for the help they had already received.
Ashe posed a number of questions he would like answered by the Parties.
These are esseatially in three broad categories: (a) What are the needs? (b)
What are the means?, and (c) How do we get from here to there? Countries
have been asked to prepare answers to these questions for the pext discussion
on this issue that will involve eapacity building as it relates to developing
countries.

Cross-Cutting Issues: The second meeting scheduled for the aflermoon of
June 8 has been cancelled because it is not needed, As noted, the time slot has
been given to the mechanisms werking group.

P.av7 22
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US CLIMATE ACTION NETWORK

1367 Connecticut Avenue, NW, Suite 300 » Washingron, DC 20036
Tel: (202) 785-8702 » Fax:(202) 785-870]  Email:neddy@ciel.org

FAX MEMORANDUM
' Please Deliver Immediately

TO: "l','h: Honorable Frank E. Loy, Under Secretary of State for Global Affairs
. The Honerable David Sandalow, Assistant Secretary of State

CcC: Dan Bodansky, State Department
Jeff Miotke, State Department
David Gardiner, White Honse Climate Change Task Force -
Ian Bowles, CEQ
Roger Ballentine, White House

FAX: - 647-0191, 456-2710

FROM: - Nathalie Eddy, U$CAN , International Coordinator
DATE: June 7, 2000 ) , - PAGES: &
_RE: " USCAN lettzr to Climate Ne;ggutiators

Dear U.S. Climaté Delegation.

U S. environmental organizauons continue to be deeply cancerned gbout the U.S. negotiating
position on key elements of the Kyato Protaco] that will have a direct impact on {rs environrnantal
integrity. We believe that measures the U.S promiotes in the name of "full flexibility" conld undermine
the environmental effectiveness of the Kyoto Protocal. The U.S. position that such measures are a
prerequisite for ratification is misguided. The real risk to ratification lies in weakening the Protocal. If it
is nor a strong agreement that leads to real reductions of greenhouse gas ermssmns it will lack the
grassroots SUpport necessary to achieve ratification.

We have exprassed our concems on these maners to members of the U.S. delegarion,
Additionally, we feel if is necessary to ralay chese concerns to othar negotiators via the attached letter.
We are alea distriburing the attached update on U,S. Domestic Develnpmenrs highlighting recent support
for tha Kyota Protacel and reduoing domastis grasnhouss pas emissions demonsirared thmugh loes],
state and natienal initiatives, This letter and update will be distributed ro key negoriators in the next few
days, and made available to negotiators nttundmg the curtent negotiating sessions in
Bonn, Germany.

Global warming is an urgent problem requiring lmrnedxatc domestic and international action to
reduce greenhouse gas emissions. We again urge you to ensure that rules negotiated under the Kyoto
Protoco! protect the planet by ansuring real reductions in emissians instead of creating loopholes that
delay actjon even further.

Sincerely,

Nathalie Bddy
USCAN, Intematxenal Conrdmatnr
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Amerjcan Council for an Energy Bfficient Economy e Center for International Environmental Law =
Climate Solutions « Environmental Defense ¢ Envirenmental and Energy Swdy Instinte «
‘ Friends of the Barth-US = Greenpesce-US « Minnesotans for an Energy-Efficient Economy o
Natural Ressurces Defense Council » National Environmental Trust «
* Ozone Action » Physicians for Social Responsibiliry e
Sierra Club » Uniaon of Concerned Scientists « United Methadist Church:
" General Board of Church and Seciety  US Public Interes; Research Group
» World Wildlife Fund

June 7. 2000

Dear Climate Negotiator,

As members of the US Climare Action Network (USCAN) we are writing to you regarding
eritical issues underlying the upcoming climate negatiating sessions in June, September and at COPS in
The Hague. These negotiations will do much to determine the long-term enyironmental integrity of the
Kyoto Protocol. Whether the Prorocol emerges from COPS as an instrument that will spur acton to
reduce greenhouse gases, or as a loophole-ridden agrsement that premises such action withourt
delivering it depends.on you. Should Parties choose nat to negotiate sufficiently strong rules for the
mechanisins, complisnce’and the role of sinks, real progress rowards the objective of the Framework
Canvention will not be achieved, and support for the Kyoto Protocol will diminish werldwide.

The decisions to be taken at COP6 pose substantial methodological, institutional and technical
challenges. But perhaps ths most satious potential barrier to progress is US demands, in the name of
“full flexibility,” for concessions that ¢euld undermine the environmental effectiveness of the Kyota
Protocol as a pre-requisite for US ratification of the agrecrnent. There is 8 serious risk that a
combination of unfettered trading of “hot air” tons; broad definitions of additiona) Land-Use Change
Forestry (LUCF) activitles under Arricle, 3.4 that would open the way for crediting business-as-usual
LUCEF practices; weak rules for Joint Implementation (JT) and Clean Development Mechanisrn (CDM)
that would allow crediting of nuclear power, so-called “clean coal,” large hydro and ether dubioys’
projects; and “borrowing” from future budget periods as the Pprincipal non-complisnce remedy could
result in a Protocol that does not require any change from business-as-usual emission trajectories,

: The notion that measures like these are essential to secure ratification by the Unjted Srtates
Senate is misguided. Sacrificing environmental integrity will do little to generate political support for
the Kyoto Protocel in the US Congress. Rather, it is only through our broad-based maobilization of che
environmental, religious and other grassroots consumencies, aleng with increasing public awareness
and concern abopt global warming, that the political climate will be changed sufficiently to allow
Scnate ratification. The enthusiastic support of these constituencies for the Protecel, along with, that of
the growing group of US companies that 2ctuslly wish to reduce emissions, would be threatened by
decisions at COP6 to weaken ite environmental intsgricy. .

We are srtaching a report en a number of cncouraging US domestic developments on the global
warming issue. We believe the political climate for taking action to reduce US GHG emissions is
improving and will continue to improve in the months ahead, It would be short-sighted in tho extreme
for governments to agree to compromises at COP6 thar weaken the Kyote Protezol out of a mistaken
belief that this provides any greater assurance of US ratification. We urge you to hold firm for COPS
decisions that strengthen, rather than undermine, the Protocol’s environmencal effectiveness.

Sincerely,

Members of US Glimate Action Network
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y A Reportmg Service for Environment and Develaprnent Neganaﬂons
' . Online at http://www.iisd.ca/climate/sb12/ l D
Vol. 12 No. 130  Fublished by the Intarnational Institute for Sustainable Development (1ISD) Thursday, 8 June 2000
HIGHLIGHTS FROM FCCC SB-12 - DEVELOPMENT AND TRANSFER OF TECH-
INFORMAL MEETINGS NOLOGY: Chair Dovland noted that three regional werkshops
WEDNESDAY, 7 JUNE 2000 bad been held o advance understanding of technology needs,
Delegaes to the informial mestings preceding SB-12 met w gencrate ideas on enhancing technology wransfer, and consider
discuss: Protoeal Article 3.14 (adverse effecis); technalogy alements of 2 framework for technalagy devalopment and transfer.
transfer; camplisnce; guidelines under Protocol Articles S (meth— Raporting en the Afiican workshap, Petar Zhon (Botswana)
odal ogu:a] issues), 7 (communicdtion of information) and 8 oudined technology transfer barriers including the lack of climate
(review of inforraation); and capacity building, They also * change policies, weak legel and regulstory frameworks, inade-
convened for a biefing on the IPCC Speclal R:pon onLand Use,  Quate finance and problems with structurs! adjustment
Land-Use Change and Forestry. progmammes, He noted the need io, inrer alia: create strategic part-
nerships berwecn govemnments, the private sector, and donors;
INFORMAL MEETINGS AND WORKSHOPS . provide easier access Io finandng envirenmentally-sound technol-
ADVERSE EFFECTS: Participants discussed Protocal . ogies (ESTs) and local wechnologies; and enhance skills 1o suppon
Article 3.14 and outlined pessible scions to minimize the adverse  decision making, ’
effects of climatc change and/or impacts of response measures. Mahendra Kumar (Samoaz), reporting on the Asia-Pacific
Actions to minimize the impaces of response measures: workshop, said technology needs assessments should be country-
SAUDI ARABIA seid Annex | Parties should: eliminate ax - driven and transparent, involving multi-stakeholder participation.
distortions and remove subsidies; discourage nucleer energy; He noted the limited atteation paid to adaptation technologies.
suppart wider use of CO2 sequestration technalogics; halp with Sheik Mohamed Khan (Guyana) said the Latin America and Canib-
economic divertification; and provide campensation where bean warkshop stressed the need (o, /nfer alia; build |nd1genous

adverse effects are demonstrated. The US recalled e recent OPEC  capacities to assimilate and absorb climate-friendly technologies:
sudy indicating thatjointaction by OPEC members slonszopldbe  improve ascess te technology information; involve smaller coun-
sufficient to counteracs any possible impact of response me2sures tries in capacity building inidatives; and overcome political
on revenue flows, With AUSTRALIA, he noted efforts by some barriers that resultin law pnontmtmn af technology issues.

oil-producing countries to set aside oil revenucs to help mitigate In the ensuing discussion, issues raised included the need fara
the impasts of response measures. VENEZUELA cauticned focus on technology tranafer for adsptation and a global advisary
against attempts to shift cammitments undcr Article 3.14 away institudon to assist countries bandling unsuitable technology.

f] ex I Parties. ZIMBABWE said income from'Annex 1 Oguniade Davidson, IPCC, outlined tha IPCC Special Repart on

carbon taxes could be used to support technology iransfer, Methodological and chh.uologxcal Issues in Technology Transfer.
OUTH AFRICA added that the revenue ¢ould fund rele- He stresaed that technalopy transfar for climate change should
vant research, always be viewed in the FCCC’s cantext, and underscored the
Actions to minimize the im pnca of climare change: The US  need for rapid tschnology innovatian and broad pransfer of EST for
and UK seid implementing the Pratacol is the most impartant step.  mitigation and adaptation, The FCCC Secretariat introduced the
AUSTRALIA supported a Promcal with e full, competitive and climate technology website (lmp //aramy icfeansultng. com/

u3nsparent emissions trading regimeé and a DM regime that unfece/climate.nsf) and the praj ect inventory database pilorinitia-
includes sinks, NIGERIA and VENERZUELA szid the mechanlsms  tive.
would be insufficient to amaliarate the impacts of alitoate change. COMPLIANCE: Delegates considered the Co-Chairs’

SENBGAL callcd forimmediare Soancial and technical supportto  Elements of a Compliance System for the Kyoto Protozol. On
impleraent adaptation mewsures. BANGLADESH, BURKINA Objective, AUSTRALILA, with CANADA, sought 1o limit the

FASO and the SUDAN strassed the need for carly warning . compliance system to Annex I Parties' commitments. The EU

systems und disaster prepuredaess. IAMAICA and BURKINA suggested adding the objective of enforsing compliance.

PASO highllghted the special needs of least developed conntries. On Nature and Principles, delegates expressed mixed views on
Future decisions and processes: On future decisions an whether ar not to include them explicitly. SAUDI ARABIA and

FCCC Amcle 4.8 and 4.9 and Protocel Asticle 3.14, SWITZER-  CHINA, opposed by AUSTRALIA and CANADA, proposed

LAND szaid it preferted ane dedsian on boh, whila SAUDI . specifying that the principle of common but differentiated respon-

ARABIA, CHINA and other developing countries supported sepe-  sibilifies applied between Annex I and non~Annex Y Parties,
rate consideration and decisions, as Article 3.14 re.lates only to SOUTH AFRICA, opposed by the US, prapased ndding the
responsibilites of Annex I Parties. preuunnnuy approach.”

Thir jmusof mmﬂmmmmc@@merp iy writlon nad edited by s@iad.org=, Jeanks on.hn.nh ue.lu.a=> Lavanya
Rajamani <lavemyn ou? Malens Ball <xpaleny d.6rg>, Chria Spenca q?&u:?\’amv 4 @m The Digi nl
Bdunn m Andm lnd Ken nng an@ud.n:P The Editoc js Punuln 8, Chage Ph.D. - apd lha Masaging g Diracter iz
- Twm ‘5:51; iy :havll! e ll-hr “}!‘h nganm ofthe Bulletgx (' &N;ﬁm»:s‘ e orrg: I}v.lu unvmm of Cnnada
re CIDA 'all)y, il tos USAID), the ar 15 ndscs lhn od
for lnumnuoul  Developmant (DFID) and tho Euo:lu Cammisalo Aﬁ) Gmr:l‘ E::n "u Pnrr“ thet Bullatin durin, ‘ 2000 13 ml ‘mmmmmmnl
Miniatty of Buvisonmant (BMU) pnd th cdarnl Mi.nilﬂw o Dwdqmnl Con WLZ), o Danish msuy of Fara f?hl the Mininlry o!r'
@s Govéarumiant o

Environment of Ausiria, the Minjines of Fomign Affairy snd Eovirtmmant of Norway, the ananu Aftairs ond Bnviranment o
Auitrlia, and HP Amoco. Lagistsal mprmort has Bna.;mﬂdﬂd at this mseting by the UNFCOC Bocrotaring Eullatia aan h sonfaetad by e-mail al <enb@lisd. er

und at il ﬂ-zlz&d&m& sl ZIZ-GGMZDG D enn b contnoted by &-mail ax <{ofo@bsd.os> and at L6} Porags Avema Sns;, 6th . Winnipe
RSB DY{ Thea sxprezzsd in e Birth Negotiatons Pullstin ere thaas of tho authors and do nnl nacozaasily rafleot the zwn of 5D and o mndcrl
from tha a omnon: Buﬂnin b yeed in pon<commarsial publicatians and only with appro nandemic ol i gunlulnn to uas this
sommerainl pul eontact tha mnszdmr Electrania versiang of tha Bulletin aee mtut 1o distribution Lists and can und gn (he Linkagas
er at hanMw.lhd.nMu-:h . The sitcllite image was takon above Bonn ©2000 The Limm Inc. hapi/Aivingearth.aam, For informalion on the Barth
ans Bullstin, sand e-mail 1o the sing Direotog al <dme@ilad.org>,
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On Scope of Applicadon, AUSTRALIA suggamd spcnfymg
the pravisions on Annex I Parties” obligations to which the system
would apply. CANADA, the US, the EU and SWITZERLAND

ned the concept whereby the system applies-to all commit-

On Functions of 2 Compliance Institution, SAUDI

1A proposed adding that allcompliance and non-compliance
issues pertaining to project activities under Agticls 12 (CDM) shall
be addressed by the CDM s Executive Board. Supparted by NEW

" ZEALAND, the US said the text sbould specify that the compli-

ance system is supplementary to all campliznce aspects under the
Pratocal, AUSTRALIA and the EU suggeawd an additional func-
tion ;f derermining whether or nat a Party i is in compliance with .
Artigle 3.1

Ob Referral; the US, SOUTH AFRICA and SWITZERLAND,
oppased by SAUDI ARABIA, fivored a role far reparts by expert -
revicw teams (FERTs). The US, SWITZERLAND, NEW

ZEBAILAND, CHILE and BRAZIL opposed a rale for the COP/
MOP. The UK, opposed by saveral delegates, supported a role for
the Secretaniat,

On Sereening, SWITZERLAND stressed the need to 1de.nut'y
criteria and. in orderto help dele satc.s getaclearview of the flow of
information underthe review an liznce processes t prepare
a flow chart SOUTH AFRIGA, with tﬁe UK, identified two
sereening processes. the channeling of a case to the proper foram
and assessing if a case is unfounded orde minimis. With the US and-
the UK but opposed by CHILE and SAUDI ARABIA, she said the
former atk could be parformed by the Secretariar, She added that
the later task required a substantive assessment of a case that, if -
underiaken by a separate entity, could duplicate the work of the
compliance institution. -

PCcC SPECIAL REPORT: IPCC Chair Rebert Watsan
presented the mejor findings of the IPCC Special Report onLand
Usa, Lead-Use Change and Forestry (LULUCF), which were then

rated by the lead authors. On the glabal carbon'cycle, Bert

said ecogyatem models indicate that additional terresaial

: of aumospheric COZ2 arising from indirect anthropogenie

is likely to be maintained for several decades in the forest

ecosysterns, but may gradually diminish. Robert Wawon under-
scored that defining afforestation, reforestation and defbrestation
will be critical, a3 this will determine the amount of land falling
under Anicle 3.3 and treatment of the harvesting-regeneration
cycle, On carbon accounting, he presented land-based and acrivity-
based approaches, noting that in the former case itis difficulr 2o
fecror out human-indyced activities, while the laprer poses a risk of
doublc counting. Bernard Schlamadinger outlined three different
accounting spproaches applied to the FAO definitional scenario as
well as the IPCC scensria to illustraie the effect oi‘dlﬁbmnt
approaches under Anticle 3.3,

On Articls 1 4, Robert Scholes noted that the magnitude ef
additional activities could be subsrantial compared to Article 3.)
obligatons, and distinguished betwean changes in management
and in land cover. He highlighted yeriGability and associated non-
climate impacrs and benefits as key issues for the COP.

Jayant Sathaye noted that LULUCEF project experience is being
gained through' AJ activities. He discussed concerns with
LULUCF projects, notably penmanencs, baselines, additionality,
carban ladkage menitoring and verification andlmp!emsnu\noa of
sustainability conditions, N_H Ravindransth highlighted provisions
for LULUCF in curtent IPCC guidelines, and how they might be
rovised ta sceammadata erments of the Pretacel, meludmg
additional activities und:mde 3.4 and pro,ec:-buad activities.
Petef Frumhoff said a system of eriteria and indicatars could be
uscful to compare sustainable davel opment impacts across
LULUCF alternetives. He said potential for synergies with other.

tilateral environmentsl agreements oxist, and thatseveral
. inier alia, insttutional and technical capacity, community
&panon sud techoolopy transfer, are critical to strengthening
taipable development unpacts of LULUCF activities.

In the ensuing discussion, a pumber of delegates noted uncer-
tainries in the research, while several sought clarificadon oa tach-
nical isgues. Participants also ralsed ivsues felated to! sustainable
development and g relevant framewark; avoiding deforestatioa in
tropical regions; cansistent ground and aonospheric definitions; the
effect of elimate on phowsynthetic potantial in tropical regions; the
potential for sinks acivides to account for a significant propertion
of Annex I Pasties’ Protocol obligations; and questions relatingtoa
full carbon agcounting system.

CAPACITY BUILDING: Chair Ashe said the meeting aimed
st doveloping & draft framewerk for capacity building, with the first
seszion foqussing oo economies in tranaition (ETTa). The
RUSSIAN FEDERATION asked about imeframes far cnpnclty
building, CANADA urged EITs to integrate capacity building into
astional planning processes, and to share their experiences.
Various US agencies outlined their capacity building activities for
EITs. The EU highlighted the need forinstitutional capacity on
inventories and on Protocol Articles S and 7. ROMANIA empha-
siztd the importance of cepadity building for inventorics, JL, and
institurional and regulatory framewnrks, and suggested reference
to “capacity development.” HUNGARY urged grester cfforts to
harmonize capacity building actions for BITs, ENVIRON-
MENTAL DEFENSE and CANADA emphasized that ¢apacity
bullding should be sugtainable, EGYPT suggested expmdmg

"capacity buildiag to other stakeholders and maximizing the use of

regional institutians. The US underlined the fact that EITs have
commitments to reduce emissions and suggested using the Prorocol
mechanisms to support capacity building. Noting the existing tech-
nical and seientific capacity in EITs, SWITZERLAND underlined.
the need for political suppore. NIGERIA noted the need to build
capacily in negotigting slills and outlined recent initiatives,
GUIDELINES UNDER PROTOCOL ARTICLESS, 7 & &:
Subgroup oa Articles 52 (adjustments) and & (ceview of infor-
mation): Co-Chair James Penman (UK) asked the Secretariat to
prepare new Draft Guidelines under Protoco! Article 8, based on
the structure of an EU praposal containing; General Apprum:h.
Nationsal Inventary Submissions, Infarmatian on Assigned
Amounts, Nationa) Systems, Narional Registries, and National
Communications and Other Commitments. The group then
continued its consideration of Part II of the guidelines. On Classifi-
cation of Inventory Problems, the EU presented its non-psper
providing far, infer alla, categories of problemas triggering an expe-
dited procedure. The EU explained that under this procedurs: the

" ERTs would notify both the Party under review and the compliance

committes abaut 3 problem; the problems igaering an expedited
procedure would be assessable during the initin] check of invento-
ncls, aé:d temporary measures \Vnuld apply until the problem was
solve

Subgroup on Article 5.1 (nntlonal systems): This subgroup
received a partial redraft of the second Draft Guidelines for
National Systerns under Protocel Article 5.). Sevaral delegates
expressed their views on reporting with regard to national systems,
and on linka 1o Arficle 7. Delegates also approved minor technizal
changes to sub-paragraphs on Inventory Preparation.

THINGS TO LOOK FOR TODAY

ARTICLES S, 7 & 8: Maetings are scheduled for 10:00 am in
the Reger Roorn and 5:00 pm in the Haydn and Lenne Rooms,

MECHANISMS: Meetings will take place at10:00 a.m and
7:00 pm in Plenary II,

LULUCY: Tabe held from 3:00 pm in the Haydn Ronm.

COMPLIANCE: This meeting will start at 3:00 pm in the
Schumasn Room.

ADVERSE EFFECTS: This meeting will take p!acc from
5:00 pm in the Schumann Room.

Meetings details'are subject to change. Coasult the announce-
ment baard for details. )
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8 June 2000

To: Sce Recipients’ List

From; USDEL/Bonn — Mark G. HambM

Subject; Periodic Update No. S from SB12 (supplemental reporting)

This message transmits additional reporting on events and activities during the
Twelfth Meetings of the Subsidiary Bodies to the United Nations Framework
Conveation an Climate Change (SB12) that are meeting in Bonn during the June 5-16
timeframe. This message includes the following reports by USDEL members, plus a
copy of the June 7 Earth Negotistions Bulletin:

(A) Notes on the June 6 mechanisms informel workshop prepared by EPA s Jennifer
Macedonia; _

(B) Notes on the June 6 mechanisms discussion with NGOs and Business
representatives prepared by EPA’s Jennifer Macedonia;

(C) Reports on the June 7 meeting on capacity building prepared by States Barbara
DeRasa Joynt;

(D) Notes on the first technolagy transfer meeting and on the EU-Umbrella Group
consultation, both held on June 7, prepared by EPA’s Paul Schwengels;

(B) A report on the June 7 meeting on Articles 4.8/4.9 and Article 3.14 prepared by
USAID’s Duane Lakich Muller;

(F) A report on the IPCC's presentation of its special report on sinks which I believe
was prepared by USDA; and

(G) The June 7 edition of the NGO-prepared Earth Negotiations Bulletin.

All of the foregoing materials should be read in conjunction with our Updates No.
3 and 4, As is the case with othet reports, these are for internal use only and are not
intended for dissemination outside the U.S. Government,

2
~
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The session was spent “walking through the garden” on emissions trading and JI with
presentations by the Chair (Chow). India again made an early intervention about the
need to discuss the basics (principles) first. Saudi Arabia intervened early informing
that this is only perceptions of the Chair and will have no bearing on the future
consolidated text and decisions thar need to be discussed and taken by Parties,

NOTES: 6/6 Mechanisms Informal Workshop

Chow’s presentation on emissions trading (ET) covered the following issuca: 1)
Partcipation (Eligibility); 2) Modalities of Operation; 3) Liability. Most of the
discussion was gbout Liability options, including whether the compliance regime
would be strong enough to support seller liability, Chow’s comments hinted that he
might have a bias against post yerification and perhaps for seller liability. AOSIS
supported the Swiss proposal and the compliance reserve. In the US intervention we
mentioned the similarities between Articles 4 and 17 and precedence that Article 4
operates under seller lability,

The JI presentation covered 2 options'for “regulartory intensity of Article 6 projects”:
1) extend JI projects to CDM praject cycle/process, 2) minimal reporting and optional
verification by host Party. Although the second option was likely meant to capture
the Umbrella Group position, it is not an accurate representation. Annex I Parties
argned the differences between JI and CDM. Several G77 counmies (including India
and Nigeria) raised the eoncern that wading and JI “would squeeze out the CDM” and
suggested resicting the size/amount of wading/J] or applying rules that will lead to

 parallel transaction costs to the CDM. EU responded by saying their supplementarity

proposal would help by limiting transfers (false). India stared that Article 6 is proof
of the imperfections of Article 17 (a dangerous line of reasoning). The US stated that
although JI might have a similar project cycle to the CDM, the difference that ERUs
come from existing assigned amount leads Io an important question about the need far

 institutions at the international level vs. the national level, Further, we supportsd the

New Zéaland intervention which focused on ensuring the environmental integrity of
JIby focusing international review on projects in host countries found our of
compliance with inventory and registry requirements, Poland supported option 2.

Jmacedonia 6/6/Q0



202 647 9191 P.16-22

OES/EGC

JUN-B8-2008 ©8:53 |

6

There were 2 panels with NGO Presentations on the mechanisms. The first was with

NOTES: 6/6 Mechanisris Meeting with NGOs

.business including the following panelists: Nick Campbell and Norine Kennedy of

International Chamber of Commerce (ICC), Jonathan Grant of Internarional
etroleurn Industry Environmental Consarvaton Association (IPIECA), John Nevak
of Bdison Electric Institute (EEI), Tom Jacob of International Climate Change
Partgership (ICCP), and Paul Metz represeqting the European and US Business
Councils for Sustainable Energy (BSCE). Industry focused on the following: 1)

clear, predictable rules that do not overly burden the mechanisms, without qualitative
or quantitative restrictions on usc of mechanisms; 2) the imporrance of entity
participation in development and use of mechanisms and compatibility with domestjc
obligations; 3) fungibility: 4) credit for AU projects; S) inelusion of all project types
in CDM and priority progress on power sector and sinks projects. All panelists except
BSCE supparted seiler liabiliry, while BSCE supported buyer liability. _

The second panel was made up of environmental NGOs including: Clare Tenner of
Verification Technology Information Centre (VERTIC), Glenn Wiser of Center for
International Environmental Law (CIEL), Liam Salter of World Wildlife Fund
(WWEF), and Natalie Eddy of the Climate Action Network (CAN). NGOs supported
the following: 1) eligibility requirements with pre-commitment period review and a
driver's license approach; 2) buyer liability with the opportunity to turn ‘good as
gold’ based on post verification; 3) priority for small clean CDM Projects like
renewables; and 4) public participation in the CDM, including disclosure of all
relevant information, public participation in decision making at the stages of project
approval, verification, certification, and accreditation, as well as civil society
participation in the Execurivs Board. '

Jmacadonia ' ’ &/6/00

p)
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Informal Workshop on Capacity Building
' June 7, 2000
Notes: Barbara De Rosa-Joynt and Duane Lakich Muller

The first meeting on capacity building, chairad by John Ashe, focused on Economies
in Transition (EITs). A list of questions was presented to assist Parties in considering
elements for a capacity building framework. The Chair immediately ealled on the US|
and Canada to provide their views on these questions. Both Parties demurred, noting
the importance of hearing from EITs on their capacity building needs, and views on
the Secretariat’s synthesis and compilation document on this topic to ensure such a
discussion was as productive as possible. Russia emphasized the need for additional
financial resources and 2 timetable for a review of progress on capacity building
cfforts. Russia also requested Annex I Parties to describe their capacity building
efforts in EITs. Romania, Hungary, Slovenia, and Bulgaria noted their appreciation of
previous Annex II efforts and the Secretariat’s useful compilation and synthesis of
their views. Several BITs noted their long-term interest in Joining the EU, and
thereforc the even greater need for ensuring sustainability of their capacity efforts to
address climate change. Egypt also noted the impaertance of sustainability with a
focus on producing more educational and training materials. Nigeria, Tanzania and
China were 8lgo present during this discussion with BITs, Nigeriz noted the capacity
building efforts of UNITAR for African negotiators and the importance of having
*awareness of their own capacity.” Portugal, on behalf of the EU, intervened late and
noted the importance of capacity building afforts. Switzerland highlighted the
importance of in-country political support for capacity building efforts, The US noted
ongoing capacity building efforts, in¢luding EPA’s work on emissions trading and
joint implementation, the US Country Studies Program, and USAID's training and
capacify building efforts. The US also indicated the potential usefulness of the
Secrctariat conducting workshops to address EITs oapscity building issues.

The Chair will prepare an elements paper on capacity building for BITs by Monday,
June 12. The next informal workshop, scheduled for Friday, June 9, will focus on
capecity building for developing countries, and will include a presentation by the GEF
on the Capacity Development Initiative.

282 647 191 P.17,22
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Notes for the Informag] Moeting on Transfer of Technology Consultative Process
10-1:00 June 7, 2000, prepared by: Paul Schwengels, EPA.

progress under the Congultative Pracess on TechnolOgoy Transfer which was initiated at COp4
and is intended to provide the basis for a msjor technology transfer decision at COP6 Expent

workshops were generally very constructive, laying a basjs for possible elements of a framewaork
for improving technology transfer, including technology needs assessment at the national ang
sector level, need for improved access to informatjon on technology, integrated approaches to
technalogy cooperation such as the US-sponsored TCAPP, need to create an enabling
cnvironment, and the importance of greater emphasis on transfer of adaptation technologies in
this process. Ogunlade Davidson, Co-Chsir of IPCC Working Group 3, presented a summary of

technology, technology advisory panels, and technology transfer indicators, which will have to
be dealt with in the ongoing negotiations. A Nigerian delegate, jn his comments, called for
immediate establishment of g formal contact Eroup on technology transfer instead of the Friends
of the Chair pracess, which is currently in place. This change is opposed by the Chaiz, the
Secretariat and most Parties, including the US, as we believe that this would create s less
constructive process. We hope this proposal will be headed off. The session concluded with
Presentations on the Secretariat technology transfer website, including a presentation by Pau]
Schwengels of EPA and Michae] Rucker of CTI on coaperative work by USEPA, CTI and the

The US technology transfer team met with delegations from the BU And other umbre]lg group
countries after the informal meeting to compare views and discuss expectation for the pext

group now, end defer establishment of that group until September. We also discyssed
substantive ideas for next steps and there was general consensus on the spproach and key
elements which should be advanced over the next few days.

1
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Informal Workshop on Arficle 4.8/4.9'(3.14)
- Wednesday June 7, 2000 (10am.1pm)
Notes: Duane Lakich Muller

The Inforinal Workshop on Article 4.8/4.9 (3.14) co-chaired by Bo Kjellen (Sweden) and
Mobammed Reza Salamat (Iran) focused discussion on Article 3.14 (KP). The co-chairs
asked Parties to provide inputs and comments ta the COP/MOP-1, Saudi Arabja stated
that Annex I Parties should remove subsidies on the production of fossil fuels; discourage
the use of nuclear energy; encournge a wider use of carbon sequestration technologies;
and assist developing counmies to diversify their economies. Japan corrected Sandi
Arabia indicating subsidies to the coal industry are being phased out. . Zimbabwe
supported Saudi Arabia on the need for insurance (e.g., compensation), and called for a

- mechanism to exchange information on PAMs through National Communicatiops by

Annex I countries; build capacity of developing countries to develop regional models for
response measures; and use a carbon tax as a way 10 reduce emissions and transfer
technology. Senegal, joined by South Africa, supported Zimbabwe on the need for
immediate findncial and technical support. Nigeria, highlighting the important role of the
energy sector in sustainable development, called for assistance in the area of gas/hydro/ .
solar/biomass sectors.

The US stressed that both aspects of 3.14 (response measures and adverse effects of
climate change) highlight the link of 4.8/4.9, and that ope way to minimize the adverse
effects of climate change is to implement the Kyoto Prolocel. Australia (and the UK)
highlighted the importance of information exchange and capacity building, and supported
the US in the area of uncertainty regarding impacts of policies and the need to implement
the Kyoto Protocol; Australia and New Zealand stressed that Art 3.14 calls for Partes to
“strive to minimize,” whilc also pointing 1o the interrelatdonship of the global economy,
and the need for open/transparent Mechanisms (CDM, JI, ET). Bangladesh highlighted
the need for allocating a portion of funding for the least developed countries, especially
in the area of disaster mitigation and training needs in the area of vulnerability and
adapuation assessments. Swirzerland supported the IPCC’s report on Regional Scenarios
for climate change, and the use of traditicnal channels for information exchange,

Burkina Faso and Jamaica spoke of the need for special considerations for the least
developed countries. Nigeria disagreed with the US on,the issue of modeling, and stated
that specific taxes on imported petrolenm could help develaping countries.

The co-chairs are seeking written elements regarding Art. 4.8/4.9 (3.14) by Thursday
(6/8) and asked Parties to think about questions related to thig discussion and PAMSs. The
next discussion will resume June 8 at 3:30pm focusing on the compilation of written
comments/elements, in the anticipation of reaching negotiating text by SB-13.
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Report on the Presentation an the Special Repart on Lacd Use, Land Use Change and Forsarry

The pressntations focused on;

1) The Global Catbon Cycle

2) Definitons

3) Implications of Artisle 3.3 (Afforestation, Reforestation, and Deforesiation)
4) Implications of Article 3.4 (Additional Activities)

5) Cansistency with Current National Inventory Systems

6) Projects

7) Issues Relared to Sustainability

Questions/Concems were focused on twa broad areas;

1) Measurability of carbon stock changes (both in terms of mesting national commitments and for
projects)

2) Issues related ro sustainability

Measurabilijty

Nigeria raised the concern that authors correctly pointed out how difficult it would be to measure and
how developing countrics would be expected 1o develop the expertise to mcasura if developed
counwies cayld not meaayre?

The response from the authors was the all developed couatries could meagure carbon stock
changes if the saw the reason to do it. They all collect the bagis data but prior to Kyoto there
Was na reason to pull it all rogether., They also egreed that there should be extansive
technology transfer (frec transfer of models) to malka the system work globally.

Canada raised the question that if we adopt a comprehensive aceounting approach, are definitions of
forests important?

The authors poted that a comprehensive approach would eliminate issues, byt that the Kyots
Protocol was not based on ¢omprehensive approach. e, Since 1990, only loak at ARD.
Therefore, by definition it was not semprehensive and that is why we are having many of the
problems we are having,

A country asked ahout the caﬁsisuncy betwesan current nationa) reporting guidelines and the
requiremnapts under the Kyoto Pratocol?

The authars noted that the national reporting guidelines were not develaped for meeting the
Kyoto protesel, While there was work to be done if one wanted to adopt the guideline for
Kyato reparting purposes, it was doable. The point was mads thar the guidelines already
provide & good point of departure were counrtry emjssions were comparable.

Sustamability

Tuvaly raised concemns about not bave global sustainability criteria and I believe raised the issue that
Annex | countries could mect all their caramitmenes through sinks?

Response was that global sustainsbility is an impormant jssue but the authors Soundly
overturned the idea that Annex 1 countries could meet their ¢ommitments through sinks,
Discuszed the policy assumptions underlying table 4 and notad that it will mke a combination
of emissions reductions and sink enhancement to meet the targets,

Bolivia raised the concern that permancoce wae not only a sioks issue. They noted that fossil fuel
reduction may nat parmanently reduce carbon I the ammosphere either (e.g. 2 piece of conl could
simply be burned aext year instead of this year).

Response was that permanence wag, in fact, an issue mainly related to carbon Sequestration.
This is commanly confused issue, but there is a distinetion between 1) raducing fossil fue] use
and preventing a ¢arbon ermission. Preventiag deforestation and 2) sequestering carbon,

G
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HIGHLIGHTS FROM FCCC SB-12 BULGARIA, she suggested distinguishing between Quality
INFORMALT, MEETINGS : Centrol and Quality Assurance, recogaizing the swronger obliga~
TUESDAY, § JUNE 2000 . . ﬂﬂﬂ';.g lmPl:emcut the fom;ﬁ. i
! . ) ® BUbZroUp an Articles 5.2 (adjustments) and 8 (ceview of
Delegutes to the informal meetings preceding $B-12 met to infonnation?r:orftinued its ccgmi dgra't]ifn oPP:t)'t}nof th(zeE‘;!::e?ns

diseuss: pollcias and measures: guidelines on Pratocal Articjes 5 Y :
oo 4 T k A of Draft Guidelines under Article 8 of the Kyoto Protacel. O
g:ﬁ;‘g‘;ﬂw ':;';‘))_- 7 (“m"t;!:“;‘“"g ?*;'ﬂffl‘lm“l‘:““g ®d8  Objectives, SAUDI ARABIA sought the inchusion ofas;eciﬁr:‘: text
orm ¢ STosS-cuthing iasues; land use, land-use relating to Article 3.2 (demonstrable progress) and 3,14, (adverse

change anr.j for:stry.l and the m@amsms. _ eﬂ‘e_cs . On Genezal Approach, delegates discussed the posd o

INFORMAL MEETINGS AND WORKSHOPS ' '+ clarify the relationship between the raports of Bxpert R eview
POLICIES AND MEASURES: Chair Dovland summarized Teamns (ERTs) and the role of the COP/MOP and/or u compliance

the outceme of the FCCC warkshop on peliciés and measuras insttutian that may be established. On Coverage, AUSTRAL 1A

(P&Ms) beld during April in Copenhagen, and asked delegates for  Said the Guidelines could be structured based on the Sming of
suggestions on future work, While mest delegates underlined the mfnrma.m?n submitted, the Article under which the information
continuing value of information exchange, there was cancern at the Wwas submlqed, or the type of issues reviewed.
heavy workload prior to COP-S. The EIJ proposed that sdditianal O Timing and Procedures, the EU said the trial inventory
warkshops be held to address the tachnical aspects of P&MS5 and review period under the FCCC would previde useful guidance for
emphasized the need ta improve uantification of assessment of the proposed one-year time frame, Delegates alsa discussed, infar
P&Ms at a sectoral level, NIG! suggested organizing work.  @lia: the need @ clarify the actions and nformation cavered by the
shaps to examine the effect of P&Ms on developing tountrics, and Se“"’“"%t'ﬂ initial check; the cireymstances under which an jn-
proposed that P&Ms be addressed as ¢ cross-cutting Issue with =ountry visit would take place; whether recalculations of the bass
FCCC Article 4.8 and 4.9 (adverie effects). Delegates proposed ~ y¢ar emission inventory could oceur; and whether the Guldelines
that wark B¢ undertaken through Friends of the Chair ‘mg,er thana Would be gelf-contained. SWITZERLAND and the EU said the
contact group. . ! reporte of ERTs should also include questions idantified and how
JAPAN and the US doubted the value of using cns setof indi-  they had been handled, On'Guidance for the ERTS, delegates
carars to evalugte national policies. CANADA, with converged on the need for the Protocol's inventary review guide-
AUSTRALIA, called for indicators that také ints accountspesific  linesto contain additional functions 1o the FCOC guidelines, and

al Circumstances. He preferred the concept of “good prac-  forasingleinventary Te¥i&w process under the FCCC and the )

0 “best practices” and, with the US, highlighted theimpar-  Protocol. On Classification of Inventery Problems, the KU distrib-

of completing national inventaries. The NETHERL ANDS uted & non-paper 1o help form the mationale for problem categoriza-
and FRANCE 52id reliance on inventories alone wasinsufficientto ton. Onthe Composition of the ERTs, delegates underlined the
evaluate the effectiveness of PAMs, " need to discuss their standing or ad hac bature,

GUIDELINES UNDER PROTOCOL ARTICLESS,7&8: = MECHANISMS: Emissfons Trading: Chair Chow high-
Delegates in the subgroup on Aticle 5.1 (nafional systems) lighted key features of emissions trading contained in the draf} text

continued discussing the second Draft Guidelines forNationp] * for nsgotiation. On participati on, one option listed was to requirc
Systems under Article 5.1 of the Kyoto Protecal and approved the Party’a prier campliance withits obligadons, such as compli-
miter changes on Other Definitions, General Punctions and ance with Articles S and 7 and maintenance of national registnes,

Specific Functions, The US suggested using the same defipitions  hile another option was to suspend participation if the Parry was
as those ify the new IPCC report on Goad Practice Guidance, He not camplying with these obligations, On madalities of operations,

said the guidelines shoyld be strictly limited 10 Artiels S. 1, and pm}a_nsals included conducting transactions through bilatcral and
caurioned against referring to reporting under Article 7 (cormmuni. multilateral arrangements among Annex I Partics, through an
eation of information), which will be addressed separately, He exchanga, or through both bilateral and multilateral errengements
added that Specifi¢ Punctions should ba divided into inventory - 8nd exchanges. On Liabillty, options preseated included seller
planning, preparstion and rmanagement. The BU highlighted the ©  1lability, shared liahility, buyer ligbility, trigger, compliaace
need to include the establishment of quality objectives in canjunc.  reserve and post-verification proposals, SWITZERLAND,
ton with Quality Contral end Quality Assurance, and for the . oppasedby CANADA, proposed an annual post-verification
cansideration of recalcufetion in inventory planning, With ! trading system, wherein amissians trading would be limited to )

' : . Assigned Amount Units (AAUs) surplus to the Party”s allocation
plan. With NEW ZEALAND end the US, CANADA supported a

, seller r;gime camplemented by gn effective campliance system.
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Hajamani avanyu(@ic fnrg Malenx Soll e , Chrig Spemea ot sl arg® agd Julictts Vciue,feedﬁuhhl i i l'i%.uw_ The Dgn%l
tors arc Andrei i@lisd org> and Kan mgz_@ﬁid.u?. The B&or is Pumaly, 5, Chn%_l: <pam@fiad org> znd dha Mannging Dirsciar ia
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Che US highlighted the nieed to maintain similsr approaches on
Aricles 4 (joint fulfiliment of commitments) and 17 (emissians
i2g). 88 bath pormit Partics to fulfill abligations collecively,

ted out that Article 4 refers to mansferor liability,

U, on behalf of AQSIS, highlighted the need for environ-
n integrity of emissions weding systams and soughtelabora-'
ion on the idea of a compliance reserve, COLOMBIA stregsed the
recd for a suitable system for the measurement of emissions from
»oint and mobile sources, INDIA stressed the need to first derer-
nine the character, nanwre and volume of the transferable, Hs aaid
hat the CDM coyld be marginalized by emissions trading becauss
if'its sustainable develapment requjrements,

Joint Implementation: Chair Chow sought delegares” views
'n subjecting J1 projects to CDM-type requirements. Noting the .
lifferent objecrives of CDM and JI, JAPAN and POLAND argyed
ygainst additional requirements on JI. NEW ZEALAND, with the
18, argued that 2 JI projest should be subject to CDM-typa serutiny
nly where a Party Iae: not comply with Articles S end 7, and
vhere these both impact on the project. The BU supported 8 CDM-
ype project cycle to enaure environmental credibility atthe projecs
evcl. NIGERIA expressed concemn that differant transaction casts
vould reduce CDM take-up and, with INDIA end CHINA, '
iroposed similar requirements for J. SOUTH AFRICA argued
hat IT's limitagion 1o Annex L Parties doss not justify less onerous
cquirements. The US argued against impasing CDM-type require-
nents just to engure pariry with JJ, -

Industry and environmental NGOs’ pasitions: In an evening
ession on business and NGO perspectives on the mechanisms,
eprescntatives from the business community, including the Inter-
ratianal Chamber of Commerce and the Internagonsl Climate |
‘hange Partnership, recornmended, inler alia. that COP-6: agree to
lear definitions on fungibility and rradeability; eschew quantia-
ive restrictions in the mechanisms; pravide clarity on the proposed

alitional controls for CDM; create 2 strong and fair compliance

4 approve mechanisms for fast-track CDM crediting.
rescnitatives expressed preference for scller liability,”

e Climate Action Networik (CAN), reprasenting the NGOs,
atd Annex-I participation in the mechanisms should hinge on their
bility to monitor and report emissions to s given standard and
rack chaages to AAUs. On liability, CAN supported a hybrid
suyer-seller liability ensuring cavironmental effectiveness and
:apturing the market’s power tp enhence compliance, On CDM,
SAN said it must encourage the development of markets for clean
:nergy rechnologies in the South; suppart {ecal, regional and
wtional development priarities; have minimum overal| enviran-
nental impacts; and not undermine Annex ] deméstic sedon. CAN
uUso supgested measures to enhance public participation in the
DM Project Cycle. N

CROSS-CUTTING ISSUES: Chair Dovland gaid this
neeting wes aimad at facilitating coberence and eliminating dupli-
cation of work among the varions issues under negotiation, He
noted linkages berween the wark an mechanisms, compliance and
Articles 5, 7 and &, and suggosted grouping these ervss~cutting
issues in seven aress; supplementary infarmation relating ro the
mechanisms; the review of mechanisms-related activitiar; the rela-
Honship between the adjustment and compliance procedures; the
relationship between the classification of problems and tha
screening pracedure; implementation iasues; and critaris for mech-
anisme participation. He then listed 14 gpecific questions relatad 1o
these cross-cutting issues and identified which of the three contact
groups should take the Jesd role in responding to cach of these
questions, He noted that further questions qould be added to this:
list, and that thers were linkages between other issucs under negoti-
ation, such as the potential linkages betwsan work on P&MSs aad
FCCC Article 4.8 and 4.9 and Protocal Artiale 3,14, .

ditional cross~cuiting issuas, SAUDI ARABIA asked
er alid the relafionship berwesn the fingncial pegalty
u e campliance regime end Protoco] Articles 2.3 and 3.14;

the relationghip between the compliance meéchanism and Articles S
apd 7, and whether an Annex I Party might lase its eligibility to
participata in the mechanisms if in noncompliance with other Arti-
cles, GHANA strassed that provisions under Article 12 (CDM)
should not be seen to replace those under FCCC Article 4.5 (tech-
nology transfer), 4.8 and 4.9, The US raised questions about the
relationship between Article 4 (jgin; fulfillment of commitments)
and Articles §, 7 and 8, the mechanisms and the eompliance

" regime. The EU asked about the implications of different options

relating o lisbility for reparting and review under the camplianse
system. He said congideration of the linkage berween Articles 7 and
3 on the ono hand, and Artdcles 6 and 12 on tha other, should be
extended to Article 17. .

LAND USE, LAND-USE CRANGE AND FORESTRY:
Delegates were ypdated on the progress of the contact group
charged with compiling the prapesais for a data-reporting format.
On guiding principles and criteria for the identification of addi-

, tional activities under Article 3.4 (changes in carbon stocks), Co-

ChairPhilip Gwage (Uganda) underscared the need far consis-
tency with the FCCC abjective, and said sequestrasion is not
comparable with émissions reductions. The EU said eriteria should
be verifisble and take into account the objactive af sustainable

" development. She said carbon stock change should b arribntable
10 human-induced agtivities. AUSTRALIA said attentian should

be paid to the use of the critaria bafare considering the nature and

+ scape of guiding principles. -

. The US prepozed starting with the issuas identified in FCCC
Article 2.4, He stressed the need for comprehensiveness to ensure
that the maximum incentive is given to Partias to reduce emissions
and enhanee sequestration, and said measures undertaken should
be cast effective. CANADA underscored the importance of empha-
5izing the nationa| context of sustainable develapment, while
TUVALU stressed a broader approach,

Co-Cheir Thorgeirsson said a liat of guiding principles and
criteria could provide a context for country submissions. He
suggested separating guiding prineiples and criteria. AUSTRALIA
cautioned against differentiaing berween guiding principles and
criteria, recalling similar eaelier discussions that had not resulted in
agreament. Supparted by the US, she spid the guiding principles for
additional acrivities under Article 3.4 already exist inthe FCCC
and Protacal, and questioned the need for & list. The eo-chairs wil
compile the discussions for consideration at the next informsl
meeting,

IN THE CORRIDORS .

Some parricipants felt the session an cross-cutting issues repre-
sented g barometer for the mesting 5o far, which seems o have
started canstryctively. A number of participants suggested that
Wednesday's briefing on the IPCC’s Special Report on LULUCF
could regultin the most lively session of the meeting to date.

THINGS TO LOOK FOR TODAY

TECHNOLOGY TRANSFER: This meeting will be held
frora 10:00 am in the Haydn Room,

LULUCF: A meeting is expected to convene at 11;00 am in the
HaberRoom. .

COMPLIANCE: The informal meeting on compliance will
take place at 3:00 pm in the Schymenn Room.

IPCC BRIEFING ON LULUCEF: Thc briefing on thanew
IPCC Special Report on LULUCF will take place at3;00 pm in
Plenary It . , .

ARTICLES S, 7 & 3: Thiz meeting is scheduled ta trke place
from 7:00 pm.

' CAPACITY BUILDING: Thiz meeting is scheduled to take
place from 7:00 pm, '

Meetings details are subject to change. Consult the announce-
men; board for details.

TOTAL P.22
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To: See Recipients’ List

-

-
From: USDEL/Bonn — Mark G. Hamblf V

Subject: Periodic Update No. 6 from SB12 (Thurs/Fri, June 8/9)

This message transmits an unofficial and informal report on eveats and
activities during the Twelfth Meetings of the Subsidiary Bodies to the United Nations
Framework Convention on Climate Change (SB12) that are meeting in Bonn during
the June 5-16 timeframe, This message covers activities from the afternoon of
Thursday, June 8, to the afternoon on Friday, June 9.

Also included are reports on the June 7 JUSCANZ meeting prepared by
State’s Jack Shick and one on developments in the compliance meetng prepared by
IJOES’ Evan Bloom. We are also enclosing the June 8 edition of the Earth
Negotiations Bulletin, along with the most recent edition of ECO, the NGO-prepared
rag on these discussions.

Although unclassified, this report is not intended to for use or circulation
outside the U.S. Government.
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9 June 2000

SB12 Periodic Update No. 6: Progress Slows as Governments Start to Take
Stock on Mechanisms and Sinks-related Issues

Atmospherics

The work of the Twelfth Sessions of the Subsidiary Bodies of the UN
Framework Convention on Climate Change (SB12) slowed somewhat during the June
g discussions. The G-77 is reportedly still considering whether to permit the issuance
of the revised mechanisms text before the weekend. The excuse given is that they
want to have a public reading before doing so, The real reasan, it bas been suggested,
i{s that Saudi Arabia and allies within the group are insisting that mechanisms is
proceeding “too fast” in relation to what they argue is the lack of progress on their
issue (Articles 4.8/4.9 et). India’s Sharma did suggest to us that it might be possible
to receive an “informal” copy of the document prior to the weekend However, it
might well have been only posturing to make himself look better to Annex I
colleagues.

Meanwhile, consultations with the EU on both a bilateral basis and in
cooperation with our urbrelia partners continues on an accelerated pace. This has
been perhaps the most positive aspect of this week’s discussions. We have had
productive discussions on Joint Implementation (1), baselines, and institutional
arrangements for the Clean Development Mechanism (CDM), among other topics.

The Russians Are Coming (and some are already here)

At past meetings, a delegation of six constituted a significant Russian
component for climate change meetings. At this session, fully 16 Russian officials
are accredited. Only a handful have thus far arrived, including veteran Sasha
Metalnikov, who is heading the delegation. We plan to have a formal bilateral with
our Russian friends next week when, hopefully, we can bring more of their
interagency representatives into play.

We heard from an Australian colleague who was in Moscow last week that
Russia is continuing to keep the EU at bay, despite enticernents to bolt from the
umbrella group. Matelnikov told his Australian interlocutor that Russia remaing a
staunch member of the umbrella group, and even offered to host the next meeting. He
also raised anew Russian demands for the so-called super-heated hot air that Russia
claims for emissions savings in the 1990 to 2008 period.

Reactions to the NGO Letter

We have not recejved reactions from any government to the NGO letter
reported in Update 4 that casts U.S. positions on the Kyoto Protocol in disparaging
terms. Surprisingly, it was not even featurcd in the latest edition of ECO (included in
this report), despite the fact that this broad sheet is only one page, rather than its usual
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two (and sometimes four; thus this edition of ECO is referred to in the editors’ self-
deprecating style as “ECO-Lite”.) As it is, the letter has only been leftouton e,
distribution table. We doubt it will be raised by any government representatives. ‘We
have continued to up-braid NGOs whose organizations signed the letter, and our
chastisement has had 2 modest, mollifying effect.

Reactions to our Article 4 Placements

Our delegates have succeeded in placing our concerns on the EU bubble and
parity issues throughout these discussians with adroitness and clarity, Specifically,
we have now referenced them, in the Articles 5/7/&8; mechanisms; and campliance
discussions. Our umbrella partners are broadly on board and no one has spoken out
against our effart, although some moderate concern as the timing has been raised.
The EU’s public reaction bas been likewise muted, although we understand that same
alarm bells are ringing in the EU bunker.

Status of the Negotiations

The following paragraphs provide insights into the status of the vanous topics
under consideration during this first week of informal discussion.

(A) Convention Articles 4.8/4.9 (affects of climate change and impacts of
response measures) and Protocol Articles 2.3 and 3.14: Discussions continued
on the evening of June 8, The group looked at a compilation of proposals
submitted by around six Parties and then talked about the way forward. Partof
the discussion was somewhat surreal but typical of the best in climate change
repartee by using a canoe metaphor to explain our process; some Parties saw us in
one canoe paddling together; others saw 2 small flotilla; Canada pointed out the
different kinds of strokes that determine the course of travel. Our readers will get
the point

Both co-chairs (Salamat of Iran and Kjellen of Sweden) maintained their position,
supported by Seudi Arabia, that they would like to move to synthesized
compilation document for discussion by the Saturday, June 10 meeting. Annex I
Parties understandably objected, joined by some unexpected support from some
developing countries, like Zimbabwe, These countries all indicated they want
time to study the papers that have been presented. Some develaping countries are
looking especially at some of the adaptation proposals contained in some of the
submissions. The group was scheduled to resume its discussion on Friday
evening. This meeting has been cancelled. Whether this will mean that the
encounter planned for Saturday will now be expanded to more than its anticipated
three hour session is not known.

(B) Technology Transfer: The secand meeting was held as an cxpanded “friends™
group under Chair Dovland. Our lead in these talks, State’s Duncan Marsh,
described the session as “rocky.” Dovland tried to focus the meeting on themes,
rather than actions, but this provoked vocal discussion by G-77 representatives.
Latin and African delegates vented with complaints of a varying nature. The
meeting was not positive. The EU introduced an interesting proposal that would
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have brought capacity building in the CDM into these discussions. However, this
idea is not likely to have wings.

(C) Kyoto Mechsnisms: During its three hour session, Chairman Chow led the
group through the text so quickly thet the body adj ourged 30 yninutes ahead of
schedule. There were no questions on emissions trading. The Latin proponents of
sinks once more intervened in support of these activities in the CDM, Somewhat
surprisingly, the EU indicated that it “might consider” certain projects provided
these met certsin criteria,

At an umbrella group meeting, we raised the issue of a hybrid liability option. We
found no takers. Australia expressed concem, while New Zealand appeared
genuinely ‘shocked’ by the perception that we were walking away from seller
liability, We reiterated our support for seller liability but indicated that we are
thinking about other options, too, Meanwhile Malaysia’s Chow Kok Kee, the
chair of this group, reported that the G-77 bad still not as yet agreed to release his
revised text. Although he did not say so, the reason appears to be as reported in
Update No. 4 — Saudi Arabia,

(D) Compliance: There was no meeting with the BU on this topic on June 8,
although one has been scheduled with the umbrella and union representatives on
Tune 9. The effort will be to flesh out portions of the co-chairs’ text that need
additional work before the paper is ready for prime time exposure,

The June 8 meeting continued to march through the new elements paper prepared
by the co-chairs. The EU introduced its propasal on consequences that it tried to
present as not really constituting 2 financijal paper. Our impression is that they
borched their effart. In any case, the Saudis (now seeking funds for their
proposed compensation fund) endorsed financial penalties as the cleanest way to
go. Our subtraction appraach was opposed by China and Brazl.

In accordance with our umbrella group discussions, the U.S. made a muted but
effective intervention introducing our Article 4 concerns. Only New Zealand
spoke in favor of adding Article 4 elements, with Japan and Australia remaining
silent. Canada told us on June 9 that it intends to express its concurrence at the
June 9 session. We shall see if they do. Please see the aftached report on June §
developments,

(E) Policies and Measures (PAMSs): A consolidated text has been prepared. The BU
and the wmbrella will meet on this topic at the former’s request. Stay tuned,

(F) Land Use and Land Use Change and Forestry (LULUCEF): Two core 1ssues
that are under consideration are (2) consideration of the JPCC Special Report and
(b) elements for a decision at COP-6. The umbrella group would prefer a
structure for a decision, rather than actual elements. In fact, the Icelandic chair
told the group that while the mechanisms work is proceeding by means of a “‘walk ‘
in the garden,” the sinks work is more like building 2 house. The IPCC report
provided the foundation. Now there is the need to develop the architecture.
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In spite of this metaphor, it was quite evident during these discussion that the G-
77/China has decided to slow the process down. Several developing countries
indicated that they nced time to digest the IPCC report. This does not appear to
be a Saudi-inspired gambit. Among the countries calling for methodical treatment
and consideration of these issues were Bolivia, Nigeria, Tuvalu, Senegal, China,
and Brazil.

Meanwhile, the contact group working on the format for the August 1
submissions is maling slow progress. Frequent and vahelpful interventions by
Tuvalu, whether acting as a Saudi ‘cats-paw’ or out of ignorance, are making the
discussions especially painful,

(G) Capacity Building: There has been no change in this since Update No. 4. At the

meeting scheduled for the afternoon of June 9, we are o answer 2 series of
questions that SBI Chairman Ashe has posed for consideration. These are
essentially in three broad categories: (2) What are the needs? (b) What are the
means?, and (c) Haw do we get from here to there? This meeting will involve
capacity building as it relates ta developing countries.

(H) Cross-Cutting Issues: No change from earlier reporting.
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JUSCANZ Meeting
8 June 2000
Jack Schick

JUSCANZ met for nearly an hour to coordinate positions across a wide range of
issues also joined by Harald Dovlin, SUBSTA Chair. Canada called for JUSCANZ to
lay down some forceful markers in the 4.8/4.9 Contact Group to forestall early action
in that forum. Australia reported that the Mechanisms discussion was proceeding
smoothly as Chairman Chow stayed on message that his consultations were not
negotiations but a “walk in his garden.” However, Canada warned that speed in the
Mechanisms discussion may complicate matters in the 4.8/4.9 debate where the
Saudis complain about lack of progress in that forum.

The US noted progress in the small group considering reporting and review issues
with Canada seconding the impression of progress because the EU was being
constructive in part because invearory specialists were speaking for the EU.
Nonethelcss, Canada is wary that the EU will fasten on Article 7.2, which, in effect,
calls for information on supplementary domestic emissions reductions. New Zealand
saw a dovetailing of progress in the reporting systems discussion with the work on
compliance but agreed with Canada that JUSCANZ should stay alert for EU mischief.

Switzerland was confused about the insertion of a new “elements” paper in the
compliance group. Dovlin explained the Co-chairs were concerned that the old
“elements’ paper was getting around in several versions. The new paper gets past that
situation and puts some flesh on the bones of the elements albeit as an informal co-
chairs document looking for reactions.

Harald noted the G 77’s eagemness to convert the Friends of the Chair on technology
transfer issues into a formal Contact Group and said that he would form such a Group
at some point to formulate a framework for decisions at COP 6. Canada reported that
SUBIM Chair Ashe was trying to focus on the issue of capacity building for
Economies in Transition (EITs) with a small group as a key piece for COP 6. Ashe is
seekding to identify “needs” and “means.” However, Nigeria had laid down a marker
that the G 77 was not altogether comfortable with special attention to EITs, and
indeed Ashe does not intend to spend much more time on the issue. The US
underlined that the discussion had been a useful interplay between Annex 2 parties
and EITs. :

Finally, Japan raised a “logistics” issue about the request by the commexcial
conference manager in Lyon for advance booking with a 30 percent deposit on hotel
space for the September meeting of SUBSTA. This request goes against Japanese
government regulations. She urged JUSCANZ 1o lobby the Secretariat and French
government to reject it, Canada noted that the meeting will be unable to start on time
because of a lingerie convention just ending the previous week, and the Secretariat
needs four days to set up.
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Compliance — Second Informal Meeting of the Joint Working Group (TWG)
Thursday, June 08, 2000, 3pm (reported by Bloom)

The JIWG held a second productive session, continuing 1o march through the Co-Chair’s

elcments paper. The most interesting exchanges concermed consequences. In that

" context, the EU unveiled its position in favor of use of 2 compliance fund, something it

says it does not equate to a “financial penalty” (but which we and others in the Umbrella
group do). The Saudis supported having a financial penalty as the “cleanest way to go.”

The US dalegatioh introduced a series of proposals connecting the Aricle 4 bubble to
compliance consequences, New Zealand was the only other delegation to speak in faver
of adding Article 4 elements. (Japan, having told us in consultatons earller that Article 4

" issues should be raised only in the compliance group, but not in the mechanisms and

other groups, failed to mention the issue in the debate.). Brazil and China spoke against
our favored idea of subtraction of tonnes as a non-compliance consequence. Japan
continued to oppose any mandatory (hard) consequences, focusing instead on its proposal
that the compliance body make (non-binding) recommendations of policies and measures
to 2 Party found out of compliance. ~ : -

The US delegation spoke in favor of working on issues related to a general procedure
before deciding on special procedures, like an expedited process for mechanisms
eligibility, and there was support far this approach. The EU, under pressure from France,
now advocates calling the compliance body once established “The Compliance
Authority.” :

The Co-Chairs have asked delegations 10 submit suggestions for legal text ro the
Secretariat over the next two days, The Co-Chairs will, they hope, produce a new text
over the weekend thet will be the subject of the work of the TWG next week. An existing
wild card is whether the G77 and China will be able to pradice a submission in a timely
fashion, and whether that group’s failure to do so might end up delaying the JWG's work.

The US compliance team is working on irs submission, and will be consulting in various
contexts with the EU (which has sought us out continually during this session) and the
Umbrella Group.

P.09-12
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HIGELIGHTS FROM FCCC SB-12
INFORMAL MEETINGS -
-THURSDAY, 8 JUNE 2000

Delegues to the infarmal meetings precedmg SB-12 continued
liscussions on: mechanisms; land use, land-use change and
arestry; compliance; FCCC Aricle 4.8 20d 4.9 and Protocel
\ticle .14 (adverse effects); and gmddmes underProwocol Ard-
les § (methodological issues), 7 (communication of information)
nd 8 (review of mt‘onmunn)

NFORMAL MEETINGS AND WORKSHOPS

'MECHANISMS: Joint {mplcmeatation: BOLIVIA and
:OUTH AFRICA urged greater equilibrium between the rules
elating to CDM and 11, CANADA and JAPAN emphasized thai J1
s subject to the rigor of guldehnes under Protocol Articles 3, 7and

. CHINA suggested that JI be subject to CDM requiraments, and
ought clarity an whao should pay for this. The EU'tod SWITZER-
.AND said their submissions on basslines for CDM applied to J1.
.OUTH AFRICA spid its submission on monitoriog, repomng and
erification for CDM also applied to JT. -

Clean Development Mechanism: BOLIVIA, COLOMBIA,
he US, IRAN, HONDURAS and NQRWAY supported the inclu-
ion af sinks projects in the CDM on the groynds that, infer alia:
iearly ane-fifth of glabal emissions come from defarestation and
lmost 90% of emissions from tropical countries are from
JJLUCF activities, IRAN said thatin light of the FCCC's
romprehensive approach, the CDM should cover sll six gases, and
Il sources and sinks. The EU and SWITZFRLAND opposed sinks
irojécts in the CDM, as it raised questions of methodological
In¢certainty, nan-pammanence and leakege, The SUDAN and
IENBGAL said it was premanuee to decide on the inclusion of
inks, as the INCC ropert had just been released. AOSIS, with
SOLOMBEIA, said Protocol Article 6 (JT) and 12 (CDM) should be
siven equal treatment in the context of sharc of proceceds for adap-
stion, as this would ensure real additional funds for adapnnon
ufficient funds for administrative costs, and no additional transac-
ion costs far the CDM. NQRWAY and the EU oppased 2 provi-
ion on share of proceads in Articles 6 and 17 (Emissions Trading).
3JOLIVIA called for an analysis to determine if project-by-project
ir regional/sectoral baselines would be appropriate. INDIA
:upported project-by-praj ect basclines. SWITZERLAND, the US
nd NORWAY underscored the need for stakehalder participation
nd ransparency in the CDM. SAUDIARABIA pad AOSIS
spposed nucl ear projects under CDM. .

CUIDELINES UNDERPROTOCOL ARTICLES X, 7 & 8:
Subgraup on Articles 5.2 (adjustments) and 8 (review of iofor-

‘mation): Delegates exchanged views on the Draft Guidelines -

under Aricle 7. On information submitted under Amricle 7.1
Gnvcmo:y) delegates, nter alid, sessed tharinformation through
registies would be available mare frequendy thap annuslly, and
highlightad linkages with work on mechanisms and LULUCF. On
information submirted under Article 7.2 (natianp! comemunica-
fion), the EU, supported by SAUDI ARABIA, prapased reporting
on “demonstrable progress.” The US, CANADA, NEW:
ZEALAND and AUSTRALIA said this issue was noi a priority for

' COP-6and could be dealt with through the forthecoming nadonal

communications. When considering the Draft Guidance on Math-
odologies for Adjustments, the BU, with SWITZERLAND and
SLOYAXIA, said the trial period on inventory review would -
provide the IPCC with the information on problems o be
addressed. AUSTRALIA, the US, and NEW ZEALAND high-
lighted the urgency of addressing adjustment methodologies, in
particularin relation ta the bage-yearinventory.

On Classification of Inventary Problems in the Guidelines
under Article 8, delegates continued consideratiop of the EU
proposal. They agreed on the following steps: identification of a
failure ro use agreed methadologics and guidelines orto produce 3
rimely report: description/categorization af the problem; and deter-
mination of whether or notthe problem miggers, an expadited
procedure, or whether it is adjustable or not. On adjustments,
SLOVAKIA, the US, NEW ZEAL AND and CANADA said sll
inventory problems were adjustable, while the EU said inventory
problems of 1 specific threshold were not adjustable.

Subgroup on Article 5.1 (national systems); Participants
discussed the second Draft Guidelines for National Systems under
Amcle 5.1 of the Kyoto Protocal, On Inventory Mansgement,
CANADA nated the lack of referenca to confidential informatan,
and JAPAN seid the extent of, and access to, confidential informs-
tion is resalved under Article §. Delegates resolved the issue of
reporting by meking reference 1o reporting requireruents as they
would be defined in the guidelines under Ardcle 7. The EU,
supportzd by NORWAY, proposed language on manitoring of

.emissions of legal entifies and/or projects under Artiddes 6 and 17,

Co-Chair Pluma said ic was a reporting issus and noted that rele-
vant work an the mechenisms was still af an early stage, The US
opposed specific reference to Articles 6 and 17, and noted a pera-
graph leaving the door open for future linking through Article 7
and ralevant decisions by the COP or COP/MOP.
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LULUCEF: Co-Chair Thotgeirsson distributed a summary of
iscussions on criteria and guiding principles for the identification
selection of additional activities, and a paper oa passible
elements for a draft decision. He said delegates should prepare far
COP-6 and beyond on the basis of the information provided by the
[PCC Specizl Report.

AQSIS, supported by several developing countrias, expressed
concefn thatthe informal meeting was gaing beyond the mandate
agreed at SBSTA-11 end, with the EU, objected to the consider-
afion of draft elements Sor & decision, poting that many issues
cemain to be analyzed and discussed. Co-Chair Thargeirssan
explained that the propased elerpents aceto serve a3 6 vision of
issues nacessary to make 2 decision. The US, CANADA end
AUSTRALIA said the meeting’ s tasks include preparing submis-
sions due by 1 August 2000, and in this context, discussing the
alements of a draft decision of COP-6 provides guidance.
AUSTRALIJA circulated 2 paper with its proposals forissuastobe
sonsidered in the period before COP-6. Oninitial steps, he
suggested a dialogue with the IPCC lead authors 1 enhance the |
andecstanding of the Special Report. . :

On the IPCC report, BOLIVIA noted the absence of concrete
definitions of terms such as “forests,” which were relevant 1o other
Pratocol Articies and, opposad by POLAND, proposed developing
ane universal definition, '

COMPLIANCE: Delegates contnued consideration of the
Co-Chairs’ Elements of s Campliance System for the Kyow
protocal, On Expedited Procedure for Cases Related to the Kyoto
Mechanisms, SOUTH AFRICA supported such a procedure and,

ith CHINA, proposed the establishmeut of an eligibility panel.

ith AUSTRALIA and JAPAN, the US said the overall compli-
ance procedure should be contidered befare the expedited proce-
dure. The EU, opposed by AUSTRALIA, said there shauld be s
pre-commitment review of elements pertaining to participation in
the mechanisms, and an annual review during the commitraent
period, CHINA cautioned the compliance group ggainst prejudging
the rules that will be developed in the mechanisms group.

On Rules of Procedure for the Corapliace Insfitution, the US,
with AUSTRALLA, the EU and CANADA, suggested focusing on
the elements needing agreement st COP-6, such as the decision-
making nile. Delegates expressed diverging views on the need for
twa sets of rules for the possible fwo branches af the compliance
instfution. On Trusup Period, delegates said the tming needed to
be considered in detail. The EU and the US suggested the end of the
review, AUSTRAL 1A proposed the end of the comraitment period.

On Outcames or Consequences of Non-Compliance or Poten-
ial Non-Compliance, the EU said the consequences should create
clear economic impact on that Party and aim at rpairing the
average. He added the coacept of“comipliance resérve™ and,
opposed by AUSTRALIA and GANADA, supported loss of access
to machanisms. NEW ZEALAND opposed financial penaltics and,
with AUSTRALIA, a compliance fund. SOUTH AFRICA, with
the US, suggested cresting & distinction between vanous conse-
quences based on the branéh that wiould deal with it. CHINA, with
BRAZIL, apposed subtraction of excess tonnes from aParty’s
assigned amount for the subsequent cammitment pericd. With

.SAUDI ARABIA, he suggested adding anew.title to the Elemants

sddressing the implications’of Aride 18'(non-compliance). "
SAUD! ARABIA said financial penalties wers the best way to
proceed, while CANADA dugricd how thase could be enforeed.

ADVERSE EFFECTS: Co-Chair Kjellén drculated & com pi-
lation of countries’ preliminary writien submissions o FCCC
Article 4.8 2nd 4.9 and Protocol Article 3,14, andinvited comments
on ways to proceed. Several Parties highlighted the relatively rapid
progress of negotiztions on this issue. SAUDI ARABIA said he
expectad a negotiating text for separate draft decisions on FCCC
4.8 and 4.9, and an Protocol Article 3.14, by Mondsy 12 Jupe. The

"EU, CANADA and others requested additional time to consider the

compilation, The US noted that negotiadans on thisissue are
keeping up With or shead of otherissuesin the 122d-up 10 COP-6,

Co-Chair Kjellén said the aim was (0 consolidate the document
<o as to work toward text for & decision az CQP-5, On its submis-
sions on the adverse effects of climate change, AUSTRALIA said
his paper gives priority to: capscity building; understanding the . .
climate system; vulnerability; linkages between science and policy,
and response measures relating to, inler alia, coastal and arid

zones, vulnerable high-risk areas, water resources, and institatianal

strengthening. On the impacts of response measures, SOUTH
AFRICA said his country's 2im was to maintain its coal-driven low
cost energy sector and energy expors.

. HONDURAS emphasized its vulnerabitity to landslides.
BURKINA FASO, for the AFRICA GROUP, underscored the
vulnerability of LDCs. On edaptation challenges, CANADA high-
lighted: adopting an integrated and iterative appraach; building
capacity for sdaptation and assessment; and, with the EU,
improving information gathering and dissemination, EGYPT
proposed the establishment of 2 vulnerability index for non-Annex
1 countries. With the US. he underlined the importance of buildiag
developing contry capacity on vitnerability assessment.

IN THE CORRIDORS ,

Some participants have expressed coacern over what they feel
;s undue haste in these meetings to praguce the besis for negod-
ating texts, such as in the LULUCF, mechanisms and adverse
effacts groups, While they applaud progress, they fearthatthe
urgency in the lead-up to COP-6 means negotizdons may be
pushed more rapidly than they are prepared for at this stage.
Indeed, some delegates sense that these informal meetings have
reached the limits of their mandare.

.

THINGS TO LOOK FOR TODAY .

COMPLIANCE: This meeting is scheduled for 10:00 am in
the Schumann Room and is expected to conclude its consideration
of the Co-Chairs’ Blements of & Complisnce System for the Kyoto
Pratacal, .

ARTICLES 5,7 & 8: This meating will 1ake place from 16:00
am in the Haydn Roem to rake stock of progress.

LULUCEF: Delegates will convene at 3:00 pm in the Haydn -
Room to facus on the TPCC Special Repart and identify key 155ue5:
to ha addressed.

CAPACITY BUILDING: This meeting is scheduled to begin’
at3:00 pm in the Reger Room, and is expected to consider submis-
sions on capacity building in-non-Annex 1 counmies. g

POLICIES & MEASURES: This meeting will be held in the
Schumann Room at 5;00 pm and will start discussing 2 consoli-
dated text.

ADVERSE EFFECTS: This meeting is tentatively scheduled
10 take place from 7:00 pm in the Schumann Room to address 2
compilation of eounics' preliminary written submisgions. "
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- Sinking Things Through...

Consider Ardele 3.3. Ax Bob Walson pointed
ot i Wednesday's LULUCF sids event, so-
couating and definitians for ARD and farests
can be dane in a way that reflees what happens
fo the. ammosphete, or in & way that does't.
Panies could ignore the IPCC definifians (oven
though they are called for under Article 5.2 of
the Protocal), and claim lots of pheny redue-
ons that the atmosphere never sees. They
cauld ignars the loss of carbon that ecours
when an old growth farest is logged, but count
. the growth of tree; planfed after harvestng.
They could even ignare the 1oss of carban from
soil that oceurs for years after those seedlings
_ars planted, Clear-cut a forest, bum all the
slagh, nm the wood into paper destined for ine
cincratian gnd ger credits for a few saplings,
That endangaed species-infasted, ancient {ar-
csl was docadent anyway,

Certoinly Article 3.3 won't win o Nobel
Prizo for Lterary clarity, but there is 5 clear
salutien for ARD dafinitions; adopt the TPCC
dcfinitional scenanas for reforestation,
afforestion and deforestation. This approach
may be lesg than perfect, but as painted cut by
one of the [PCC suthory, it is the anly eppraach
that emotely resembles what is occurming in
te amnosphere :

Considerably mere thought needs to be
.Bivan to how We ecan define farasts in & way
that warks, The definibon has to accouat for
both the acmual land use and same msacurs of
cAnopy cover, nol an easy sk, It was samo-
what alarming that & draft list of possible ele-
ments for ¢ decision ax COP 6, relensed 10day
at the LULUCF session, did not indicatc the
need to acrually define foresis. )

Let's get on with it No mort holding up o
decision on 3.3 until 3.4 is negotiated. (We'rc

ISSUE NO2

Looking at yery, US.) Ne mam saking for a pick
and choose approach to definitians and ge-
" counting méthodelogies in the August submis-
sians that allow each Party to provide estimates
of its carbon stock changes under its own pre~
ferred definitional scenario, (That's yau Japan )
How about 3.62 The potential far sinks un-
der Article 3.4 to undemmiae the Kyolo cammut-
mante was emphasized by the authors of the
IPCC Speclal Report af Wednasday's side ovent,
With Article 3.4 polennially soaldng up 2 cam-
pletely unacceptable proportian of the redus.
. tions mandated by the Prozacol, and with Annex
! Parties’ projected or aoual business-as-usual
sequesiration amountsy o e significant per-
centage of their gross emissions from fogsi] fus
els, there is eavse 10 be alarmed. Cancern over
the inclusion of non-additiony) saquesmation is
one of the reasons why the Climate Acrion Nez-
werk oppotas additional achvilies undar3,4 dur
ing the First Comtribtucnt Perod. ©

CAN's concern with sinks goes beyond their
potential effect on the clmate integrity of the
Pratacol Without stingent environmenial safe-
guexds, sequestration strategics such ax affares
Jation of native prasslands or fire suppression in
{ire-dependant ecosystems could destroy same
of the world’s most nnique habitat, We were
pleaced to hear the Co-Chairy suggest thet Par
ties consider how addidanal agtivities will can-
ibute (or not) Lo the goals of other multilateral
cnvironrental agrecments (remémber the
Biodiversity Conventinn?) and sustainable da-
velopinent. But we were disappointed that the
Perties didn’t agrec an the need for more spe-
eific guidelines and principles that guard against
crediting business as ueual, damaging native eco-
systems and the other pitfalls of 3.4,

As negatiations proceed bn sinks, delepates
should not lose sight of the fact that tha vast
msjority of reducdone nead ta take place on the
{ossil fucl emissions sidc of the ledger.

It is aq uncomfortable truth for Annex [ coun-
trics that they are required by the Pratacol 1o
have made demancmable pmgress, by 2005, in
achjevitg their commitmants, Nat surprisingly
then, many parties continue to sweep Lhis is-
sue under the carpet. ECO applauds the EU
for their valiant ancmpls yesterday ta bring
this {sstie ontp the agenda Clarly demanstra-
ble propress must be reporied under Anicle 7
and reviewed under Ariele 8, mcaniny this is-
sue rnus( be discussed ahead of COPG. Stck
to it!

. The Fourth National Cormnunjcation will
provide seme infarmation on damonstmble
progress, This shonld be submiticd befare the

VOLUME Clltli

- Remember 2005?

end of 2005. Parties arc ohliged (@ repart on
projected and actual emissians, and on imple-
mented palicies and measures, Bot a tharough
review could do more, One suggestion is the
reperting and review of detailed quantitaive in-
dicators, at the sectoral Ievel, 10 assess the ef-

fect of paliges and measwes. Another is for’

parties to repart on their preparsdon for imple-
mentation of the Prorocol ~ cstablishment of
national systems, and umplementation of do-
mestic legislation and enfarcement processcs.

A further question Wil showld be asked ic,
if s infarmarion beeames available, 1o what
use will it be put? (and remember, 2005 is nat
very {or oway...)
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List of Recipients for Periocdic Reporting
From tha Twelfth Sessions of the Subsidiary Bodies
of the UN Framework Convention on Climate Change (SB12)
June 5-16, 2000
Bonn, Germany

Organization Name : Fax
State/OES David Sandalow 202 647-0217
State/OES Ken Brill 202 647-0217
State/OES Brooks Yeager 202 647-0217
State/OES Povenmire/Haobgooed 202 647-0217
Stata/L/OCES Sue Biniaz/Evan Bloom 202 736-711%8
OES/EGC pan Balzer et.al. 202 647-10891
State/OES Susan Gordon/E.Kaufman 202 647-39%970
State/H/CES Chris Mann - 202 €647-9667
State/G Nigel Purvis 202 647-0753
Commerce Dana Palmer 202 408-9674
Commarce David H. Festa 202 48B2-4636
DOD Bruce Degrazia/K.Doxey 703 607-4237
DOD Dan Benton 703 693-4507 -
DOD Sharri Goodman 703 693-7011 -
DOT David Hayes 202 208-1873 -
- DOJ Jim Rubin 202 514-4231
Energy Dan Reicher 202 586-9260
Energy David Geldwyn 202 586-0861
Energy Margot Anderson 202 586-3047
EPA Bill wWhite 202 260-4852
EPA Robert Perciaspepe/J.Beale 202 501-0394 -
Treasury Robert Crumby 202 622-2633
Treasury Todd Stern 202 622-0073
USAID Hales/Barrett 202 216-3174
WH ITan Bowles 202 456-2710
WH Roger Ballentine 202 456-1736
WH/CCTF David Gardiner 202 395-2311
WH/CCTF John Gibson 202 395-2342
WH/CEA Robert Lawrence 202 395-6958
WH/CEQ Georgae Frampton 202 456-2710
WH/OSTP Rosina Bierbaum 202 456-6025
WH/OVP Michael Orfini 202 456-9500
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From Hambley, Zimmer No. 104

TELEFAX

Date: Friday, 9 June 2000

UNCLASSIFIED

TO: OES - Assistant Secretary David Sandalow
OES —~ Ambassador Kenneth Brill

FROM:  USDEL/BONN - 5B-12 (Climate Change) - Mark G. Hambley >
Mark G. Hambley, FAX No. 49 228 269-8222, Room 104

SUBJECT:: Climate Change (SB12): Periodic Update No. 5
for Thursday/Priday, June 8-9, 2000 |

Attached is our periodic Update No. 6 for June 8/9. Linda Catlett will transmit it to
other climate groupies in Washington. Many thanks.

MGH
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13 June 2000

To: See Recipients’ List

From: USDEL/Bonn — Mark G. H&mM/

Subject: Periodic Update No. 10 from SB12 (Monday/Tuesday, June 12-13)

This message transmits an unofficial and informal report on events and
activities during the Twelfth Meetings of the Subsidiary Bodies to the United Nations
Framework Convention on Climate Change (SB12) that are meeting in Bonn during
the Junc 5-16 timeframe. This message covers activities from the afiernoon of
Monday, June 12 to mid-day on Tuesday, June 13.

Also included is a report on the joint SBSTA/SBI June 12 session prepared by
State’s Jack Shick, along with the June 13 edition of the NGO-produced Earth
Negotiations Bulletin that provides information on Monday’s procecdings, This
repart should also be read in conjunction with Update No. 11 that contains additional
supplemental reporting prepared by various USDEL members.

Although unclassified, this report is not intended to for nse or circulation
outside the U.S. Government,
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13 June 2000

SB12 Periodic Update No. 10: Debates Embroil June 12 Meetings of SBSTA and
the SBI; Saundi “Roll” after the Release of Co-Chairs Text on
Adaptation/Compensation Screeches to a Halt Amid an Evening Brouhaha

Atmospherics

The pace of discussions slowed perceptibly on June 12 and 13 as the first
farmal sessions of the Subsidiary Body on Implementation (SBI), the Subsidiary
Body on Scientific and Technological Advice (SBSTA) and their joint working group
held their first meetings. SBSTA and the joint working group especially became
bogged down in debates on sinks and Articles 4.8/4.9 and 3,14
(adaptation/compensation) respectively. The joint working group ended later than
anticipated but is done yntil Friday (June 16), barring seme emergency situation. SBI
did better and has only 2 few itemns remaining for consideration, including the
planning for future meetings. SBSTA will be dealing with technology transfer.

It is not yet clear where either the mechanisms or the working group on
Articles 4.8/4.9 and Article 3.14 aré going. The Saudis were on a roll after the June
13 debate on their favorite topic., During the evening contact group that followed,
they became angry at EU/Umbrella Group assertions that they would not use the co-
chairs’ document as a negoriaring text. This provoked a bit of nastiness in the
mechanisms group which followed. Saudi Arabia’s Muhammad Al-Sabban
interrupted Chairman Chow at one point and told him that the meeting could not
continue. Switzerland tried to calm him down; Samoa stated that it had never seen
one Party interrupt a Chair in this manner. There were calls for a break for
consultations and after the usual *Yoo-ing and fro-ing™, one was granted.

After some heated side-bars, during which Annex I was pressed by SBI
Chairman John Ashe to agree to work from the co-chairs text on 4.8/4.9 (Al refused), \
Ashe then turned his attentlon on his own group. They agreed 1o continue the
discussion, and the meeting was completed after one hour, There will undoubtedly be
repercussions, but it will not be until later this afterncon (June 13) that we get any
inking as to their magnitude.

Meanwhile, sinks end campliance appears to be in better shape — for the
moment. Bven so, some delegates are starting once more to feel somewhat
overwhelmed by the amount of work facing them over the next five months prior to
COP-6 in The Hague. The Saudi factor is but an additional factor that contributes to
thelr concern.

Sratus of the 1. . otationg

The following paragraphs provide insights inte the status of the varjous topics under
consideration during this first week of informal discussion.
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Convention Articles 4.8/4.9 (affects of climate change and impacts of respanse
measures) and Protocol Articles 2.3 and 3.14: The issuance and status of the co-
chairs’ text on this issue continued to be embroiled in controversy, at least on the part
of Annex I which was especially hagumered by its conrent. The second issue of
coneern is whether there should be one decision or two incorporating Protocol Article
3,14 into the decision on Convention Articles 4.8/4.9, To say that the Saudis were on
a roll unn! the evening kerfuffle on June 12 was probably an accurate assessment. It
ie not clear how this will play out, but the Saudis will undoubtedly press their G-
77/China colleagues to exact some kind of sanction in other negotiations,

SBSTA Chair Dovland tried his best to forestall a detailed discussion of this item at
the SBSTA/SBI Joint Session on June 12. Annex I Parties rather begrudgingly
decided 10 hold their fire as long as Saudi Arabija and the G-77/China did so. In the
event, the G-77/China launched a long, two hour debate that went on ad nauseum aver
one aspect of the discussion: whether to treat the convention articles (4.8/4.9) in a
separate decision from Protocol Article 3.14 ornot. Led by Nigeria speaking for the
G-77/Chins, over 20 different non-Annex I Parties all agreed there should be separate
decisions. Voicing their support were Venezuels, Senegal, Chad, Burkino Faso
(speaking for the African group), Indonesia and several others, including almost every
Arab country from Morocco to Qatar, See our report in Update 11.

Arpuing against this proposition were the BU, the U.S., Japan, Canada, Switzerland
and New Zealand. This turnout reflected a meeating of the minds meeting between the
EU and the umbrella group on June 12 at which the status of the co-chairs’ text was
discussed. All present agreed it was not 2 negotiating draft; a view not shared by the
G-77, but there wag some difference of view among the EU/UG as to how to treat the
text.

This siruation has been confused and complicated by a report coming from the BU
that asserts that the current paper does not represent a co-chairs’ text, According to
Sweden’s Kjellen, the co-chairs plan to issue their ‘yeal” text on Wednesday. Some
EU governments allegedly pressed Kjellen not to issue any text. The Swedish co-
chair was adamant, however, and said that a text that Annex I would be more
comfortable with will be issued.

At our joint Umbrella Group/EU meeting on June 12, Australia, the U.S. snd Canada
variously expreased shock and bewilderment at the games being played by the co-
chairs. Australia indicated that it would bring this matter up if it is raised in a public
forum, Thus far it has not. (Comment: A senior German delegate, when pressed as
to why the EU has not put the arm on its Swedish colleague, threw his hands up in the
air and said the Kjellen is “not a2 member of the Union on this question.” End
Comment.)

Technology Transfer: The “Friends of the Chair’” met on the evening of June 12.
The G-77 ¢came with a well-coordinated position and asked for specifics in the
propesed text, while we proposed “thernes.” The meeting was deseribed as difficult.
The G-77 will present a paper sometiune today (June 13). It is anticipated that co-
chairs for a contact group will be appointed sometime today, as well.

F.05~

11
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Kyoto Mechanisms: We have votted the text. The organization is better, and it is
shorter. Several problem areas remain. In part, this is because the text did not
accurately report umbrella group positions on some key issues, (For example, many
of our points on joint implementation were ignored or not taken on board: in addition,
the baselines portian of the text was apparently prepared by a contractor and does not
reflect as well as it should the direction we would like to take this discussion.)

At the joint SBI/SBSTA session on June 12, the Chair also tried 1o forestall debate but
without success. India, speaking for the G-77/China noted that the question of nature
and scope of the mechanisms has not been adequately discussed nor have these
concepts be placed sufficiently in the text. He reserved the right to insert any parts of
G-77China's proposals back into the text and began with one paragraph (not spelled
out). He also said that the group wanted terms of reference for both the proposed July
work shop in July and the September negotiatiug session in Lyon. Saudi Arabie made
similar points; Colombia called for mechanisms that will permit g strong mitigation
effort. Romania, speaking on behalf of the economies in transition (including our
umbrella partner, Russia) focysed its comments on JI, noting that all projects should
be subject to government approval only on a project by project basis.

The BU, Canada, Switzerland, and the U.S. 2ll spoke out, as well. We noted some of
the gaps in the text but applauded it as a step forward, See our detsiled report in
Update No, 11.

As has been noted, quasi-bedlam broke out during the contact group when Sandi
Arabia tried to shut down the moeting on the evening of June 12, We will have to see
how matters develop later today (June 13),

Compliance: A new co-chairs’ text was issued late on June 12. It will serve as the
basis for discussion on the afternoon of June 13, Our first reading suggests that most
of our points have been incarporated. Unfortunately, the EU’s proposals on
ingtitutions eppears in the main body of the paper with our carefully thought out
proposals buried in an annex. On balance, we appear to have a document we can
work from; however, we will have some hard slogging 1o do on the instirutiona] and
other areas.

Policles and Measures (PAMSs): This issue was raised at the morning SBI meeting.
It is expected that two co-chairs will be appainted to work out decisions. We have
suggested Switzerland and either Egypt or Nigeria (unlikely in view of its overall G-
77 role as coordinator).

Articles 5/7/&8 (on methodologies, reporting and review): Progress continues,
The contact group on Article 5.1 concluded its work on national systems, This must
now be presented to the SBI for its approval, prior to going on to the COP for
decision. A new co-chairs elements paper, reorganized by Annex I Parties, has been
prepared and will be considered at 2 meeting later todzay (June 13).

Land Use and Land Use Change and Forestry (LULUCF): Interest in this topic
threw SBSTA. Chair Dovland’s plans for a smooth Monday plenary session into
confusion. Following IPCC Chair Bob Watson's presentation, a Iengthy discussion
ensued during which the G-77 asked for an additional LULUCF workshop and for the

P.86-11
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preparation of a report by the Secretariat analyzing the results of the IPCC Specizl
Report. Brazil indicated that this is not possible, citing principally the timing issue,

The contact group continued later on June 12, The work on the data formats for the
August ] submission has now been largely completed. The EU started out with a long
list of criteria for Article 3.4 submissions, but by the end of the meeting, the Chair had
proposed that projects be evaluated based on their contributions under the provigions
of the convention or the protocel. Work continues later on June 13.

Capscity Building: The paper iasued by SBI Chairman Ashe containing the elements
for a decision was issued on June 11. It will be discussed at the next meeting of this
group which is scheduled for later today, June 13.

Cross-Cutting Issues: No change from earlier reporting.

F.YUrs11
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Joint SUBSTA/SUBIM Meeting
12 Jumne 2000
Jack Schick

Nigeria launched a vigorous assanlt on unified Annex 1 oppasition to the Co-chairs'
so-called consolidated text on 4.8/4.9/3.14 that quickly took over the opening formal
meeting of this session. Mohammed Barkindo, 8s G 77 Chair, laid out the Group’s
criteria for success at COP 6 that it is more important “to get it right than ta get it
done.” Getting it right for him means bluntly that the G 77°s “interests must be
satisfied.” “We will not step aside for the Mechanisms, compliance, and sinks
without concrete actions on 4,8/4.9/3.14” and said “it is important for everybody to
understand that at the outset.” He rejected enhanced roles for developing countries
beyond the 199S Berlin Mandate that excluded them from cmissions commitments.
Instead, the G 77 is looking for financing of technology transfers. At COP 6, he said,
the G 77 will insist on a2 commitment to “specific funding amounts™ on a long term
basis. Moreover, all decisions must be in balance and integrated together (a decision
on 4.8/4.5/3.14 must achieve the same status as the decision on Mechanisms,
compliance, and sinks,).

Saudi Arabia endorsed Nigeria’s statement. The Saudis were joined by nearly the
entire Arab world that lined up to spesk in support of Nigeria's effort. Many African
countries joined the chorus of endorsements meinly by reciting the ravages of climate
change that were already affecting them and for which they needed assistance.
AOSIS joined the list of supporters. China and India mede relatively pro-forma
supporting statements but did not go beyond that—in India’s case, 2 one sentence
nod Interestingly enough, Colombie, Peru, and Venezugla were the only Latin
American countries to suppoert Nigeria, Brazil, Malaysia, Thailard, and South Africa
remained silent.

The Ca-chairs of the 4.8 Contact Group tried to reassure Annex I countries that their
text of last weekend was without prejudice to developed countries’ views and
acknowledged that Annex I did not favor separate decisions on 4.8/4.9 of the FCCC
and on 3.14 of the Kyoto Protocol (double jeopardy for Annex I), Moreover, they
indicated they would have another paper--a negotiating text—by the end of the week.

Ausrralia Jed the counter-attack, insisting that only one decision be taken at this
session, combining the consideration of 4.8/4.9 together with 3.14. The current text
was not an appropriate basis for disoussion for Australia that urged going back to the
compilation document where Australia’s views were initially stated, Portugual
immediately joined Australia with 2 similar statement, noting in particular that COP 4
and COP § decisions kept the two provisions together. The US wauld not egrec to
modify the Buenos Aires Plan of Action that associated the two, arguing that the way
forward was a further discussion of the issyes and conceptual draft elements of a
decision to be pursued afier this session. Switzerland and Japan also joined the
Umbrella Group-BU effort to turn back the Nigerian bid. Japan recited the technical
support programs it has already extended 1o developing countries to ceal with climate
change in an effort o 1ezssure the G 77 thut it sympethized especiully with the plight
of the least developed countries, it clearly joined the US and EU, Canada linked itself
to the US and EU while also saying that it has new ODA funding available. New
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Zealand chimed in but with a2 mild-mannered staternent (it has been the least
enthusiastic of the Umbrella Group to take on the Saudis over the 4,8 issue).

Complignce got off with the Co-chair’s status repert and an announcement that his
newest draft elements text would be available at 6 PM tonight—no extended
discussion easued as the Joint Meeting was running out of time. However, Chairman
Chow of the Mechanisms Contact Group, while congratulated all round for his efforts,
drew a complaint from India that Chow’s 94-pager had left out some of the natre and
scope material. India also wanted to know what Chow's terms of reference are for the
Lyon session in September. Both the EU and Umbrella Group endorsed Chow’s
latest text (without going into further detail where there is unhappiness with many
sections), Canada warned that the 94-pager was still too long and complex: “We need
simple rules far our work te produce satisfactory results at COP 6. Australia, the
US, and Rumania (for EITs), and Chile generally supported Chow’s text. (Comment;
Saudi Arabia spoke to the Chow text but did not shred it as some in the Umbrella
Group had feared it would if the EU and Umbrella Group opposed the status of the
4.8 text)..
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HIGHLIGHTS FROM FCCC SB-12
'MONDAY, 12 JUNE 2000

Oa the apening day of the twelfih sessiens of the FCCC subsid-
iary bodies (SB-12), delegates met'in a moming session of the
Subsidjary Body for Scientific and Technological Advice
(SBSTA) to discuse I2nd use, land-use change and forespry
(LULUCEF), and guidelines undes Protacol iﬂiclcs S (method-
ological jssues), 7 (communicarion of information) and 8 (review
of informaton). The Subsidiary Body for Implementation (SBI)
considered Annex I end non-Annex I communications, the finan-

-gia] machanism, end administrative and financia] metters. Inthe
aftsmoon, a jaint SBYSBSTA session addressed issuss relating to
adverse effects, compliance and the mezhanigms. Contact groups
were convened to continue consideration of LULUCF, adverze
effects, Protocol Articles 5, 7 and 8, and the mechanisms.

SBSTA , .
LULUCEF: IPCC Chair Robert Watson autlined the key issues
in the IPCC Special Report on LULUCF, Co-Cheir Gwage noted
the capacity building function of the pre-sessional infarmal meet-
ings with regard to the LULUCF Spexial Report and progress on
the dara format for submissions due on 1 August.

Severs| delagatas called for sufficient ime to consider the
Special Repart, The G=77/CHINA expressed cencern that the
“sink™ in Annex I countries wauld creste an entiticment ta emit,
and called far appropriate carbon accounting approaches.
COLQOMBIA, opposed by SAMOA, supportad squal treatment of
forestry in the CDM, The AFRICA GROUP underseored links
berween land degradation and sequestratien,

AUSTRALLIA and CANADA supgested dealing with Article
3.3 (afforestation, reforestation and deforestation) and 3.4 (addis
tional acdvities) 45 1 package. S preferred prion-
rizing Article 3.3, while the EU siressed emissipns reduction as the
main emphasis when considering Article 3.4.

GOOD PRACTICE GUIDANCE AND UNCERTAINTY
MANAGEMENT IN NATIONAL GREENHOUSE GAS
INVENTORIES: Taka Hiraishi, I°CC, sald the IPCC repart on
this topic was a significant additional instument in improving
national inventory estimates, The EU urged adoption at COP-6 of
good practice guidance gs part of invantory reporting, GHANA
called for regional workshaps ta enhance déveloping country
understandiag of the [IPCC repart. )

ARTICLES 5, 7 & 8: Co-Chair Paciamik reported on the pre-
sessiohal infarmnal mestihg and its autcomes. The US and JAPAN
recammended adaption of guidelinas for national systems at COP-
6. The EU 52id some maners under Articles 5,7 and 8 can only be
completed afier COP-5, s decisjans made on pther issues need 1o
be taken into consideration. The G-77/CHINA seid work on Arti-
cles 5, 7 and 8 should take into 2ccount other Protoco! articles,

‘including thase on demanstrable progress, the financial mecha~

Rism and sdverse effects. Oa the linkage to the mechanisms,
JAPAN proposed that any Party should be sble to use the megha-
nisms until non-compliance with Articles S and/or 7 is proven,

SBr .
ANNEX I COMMUNYCATIONS: Delegates considerad
experiences with the review of second national communications.
SWITZERLAND, with the RUSSIAN FEDERATION, underlined
the impartance of training review experts, and proposed & work-
ghop to exchange information on the preparation of third natonal
communicatians. The BU said it expected a decision on Protocol
Artiele 7.2 (nationsl communications) at COP-6 and a decision on
Protocol Article 8 (review of infarmation) at COP-7. The US and
CANADA suggested pastponing considerarian of the review of
guidelines on nationsl cammunieations unti] SR-14.
"NON-ANNEX I COMMUNICATIONS: SBI heard the first
report of the Cansultative Group of Experts (CGE), which was
esfaflished to assist non-Annex ! Parties improve their national
communications. CGE Chair José Gonzalez Miguez (Braxil) said
the CGE had atits firs: meeting agreed on ¢ schedule of meetings
and acuivitics, and prepared an indicadve budger. The EU, opposed
by BRAZII, tho CENTRAL AFRICAN REPUBLIC and
KENYA, suggested that the CGE's findings be presented by June
2001 1o cantribute to the review of guidelines so as to adopt at
COP-7 improyed guidelines for tha second national communica-
tians, The US urged the CGE to provide gpecific adyice on the

‘guidelines and reportan it at SB-14,

FINANCIAL MECHANISM: Several Parties highlighted the
importance of the GEF's suppor for the preparation of non-Annex
I national communications and exprassed appreciation for the GEF
Capacity Development lnitiative (CDI). CANADA supported the
comprehensive approach in assessing capacity development needs.
The BU said the CDI should provide the basis far & framewark on
capacity building, along with national cammunications. The G~77/
CHINA stressed the need to link the CDI ta the overall procass
vader decisien 10/CP.S (eapacity buildingin developing countries)
to aveid duplication. The PCC cutlined the GEF’s proposal enti-
tled “Assessment of Impacts of, and Adaptation to, Climare
?Pl-éange in Multiple Regions and Sectors in Coordination with the

C'I|

ADMINISTRATIVE & FINANCIAL MATTERS: FCCC
Executive Seacetary Michael Zsmmit Curajar presented a docu-
ment on late payment of contributions, He suggested consideration
of the option that Parties with arvears of one year or mare eauld be
ineligible ta, Jnter alia: hast a session ofthe COP/Subsidiary
Bodies, be invited 10 or recelve funding to arend informsl meet-
ings; or be nllocated membership of the Burcau of the COP orits

Lditary are Andrei Henry . org> tnd Xem Tong
Langsion Jamnes "Kimo® Gores VI

(a7 Intarnational Davalapmegt (DFID) and the Bure
Minjsury of Eavirsnmcnt (BML) «  Jor
Eaviroomeng of Awtris, the Minitories af Fagsign
sugalia, and BP Amaco, Logistion] support bas beon
and at to); +1-212-644-0204;

4; fux: +1-212-544-0206.
R3B Y4, Canads. The opinions
Bxecrpts from the

commercigl tions, canlack the
horpo/Aveew.lsd ealinkagar/. The @

This issue o tha Barth Negotistiens Bulimi « 2 vrohirled org™ iswrinm e, o cdind by Ameorla Churde <angelo@iizd crgs . Jum Ho <~ v L hdn@riise. e pe>, Lavaayn
Rajsmani <lasvenya@hiad org=, Malere Soll <nalaua@iied ang> Chiis Spanas <ahris@iiricog> ;
! <andro @i 2:-@.44@ Tho Editor ja Pameln 8, Chascl, Ph.D, <pam@lsd org> and tha Managing Dirsctor is
(@hiad,orr>. The Sudwining Donarr of he Bulletin are tha Notharlands Minisky of Farny Arfaf
(tarough CIDA snd DFAIT), the Unitad Siatas (through USAID), the Swiss "5.5’4‘ for Environmcn, Porama and Landscape
poaTL Camriation go- . Gonoral Su)|
and the Gormen Fedaral Minbitty of Dovalopmont Coopertl
iry and Epviranmiont of Nerway, the
ided 8t thia masting by the UNFCCC Scorctariat
cati ba gobtacted by e-mail at
in the Barth Negotistions Bulletin are these af tha authoes and da nag nocaysinly raflect the views of [1SD o 3
Barth Negotiations Bullatin may be used in pan-sarmacnial publicasions er:llﬂ aod oaly with nppx?nmo q9adcmio ciwation, Furfdrmnmn W uso this
3 i ing Bditor, Blecymaic versions of the B ; ound on tha Linkuges
{mnge wag takon above Bona ©2000 The Living Barth, Ina. hitp:/livingesrth oam. For infartnation on the Exrt

wud Juliets Vainev <cednakehlar@amailanm.com>, The Digital
‘oir3, ha Qovernmers of Canada
FL), (be Uniwd Kingdom Deparmment
ort for the Buliadn 2000 8 providod by the Qormap Faderal
(BMD), te Danizh Minlnsy of Foraign aAlfairs, U Minittry of
ipiztrias of Poreign ATty and Environment of Finland, the Gaverament of
Bullotin cas ba cobtactod by a-mail at <enb(@iisd, o
<info@iltd co> und st 181 Paruge Avenus Eaal, 6th Floor, Winnl ng:lzﬁ
T .

afin are 4-nt Lo e~mail disiribyticn list and can bw

Negotiatiops Bulletin, eend sroail 1 the ging Dirvotor at <kimo@iisd, o,




JUN-13-2008 16:13 OES/EGC

Tuesday, 13 June 2000

202 647 0191 FP.11-11

b

Vol 12 No. 133 Page 2

bsidiary badies. Several Paries stressed the need for further
ration of the optians prasented by the Executive Secretary.
nal consultations will be held on this izsve.

OINT SBUSESTA

SBSTA Chair Dovland (Norway) opeaed the meeting and
called on delegates to develop text on as many issues as passible in
accardance wath the Buenos' Aires Plan of Action. The G~77/
CHINA stressed the need 10 negotate the issues as 2 packige and
sajd the outcome should be a balanced sct of decisians. He called
on Annex Il Parties to eommit specific financial resources for tech-
nelogy transfer and capacity bunldmg by COP-6. -

ADVERSE EFFECTS: Chair Dovland reported on the recent
workshops and informal mestings on PCCC Asticle4.8 and 4.9 and
Protocol Article 3.14 (adverse cffests), The G-71/CHINA, with
other non-Annex I Parties, advocated the adaption of two draft
decisions: one on Article 4.8 end 4,9 and ancther on Article 3.14..
The EU, AUSTRALIA, JAPAN, US and SWITZERLAND
preferted & single decision. AUSTRALIA, with JAPAN and others, -
s2id the consalidated text was not an appropriste basis far canuct -
group discussion, and proposed revisiting the campilation of
Panies’ views. .

COMPLIANCE: Co-Chair Slade of the Joint Working Group
on Compliance (TWG) reparted on the warkshop held from 1-3
March 2000 and the informal meerings preceding SB-12, He said
that these, together with further submissians from Parties, formed
the basis for the negotiating text for SB-12. .

MECHANISMS: Chair Chow reparted on progress made
during the inter-sessional period and introduced relevant doou-
ments, including the draft consolidated text on mechanisms. A
number of delegates said the new consolidated text formed a ugeful
basis or reference point from which to proceed, The G-77/CHINA

ad the nead 10 inglyde rather than exclude views, and to deter-
the nanure of the process and terms of reference for the contact
on mechanisms in the lead-up w COP-6.

COLOMBIA ssid-the CDM should: ensure sufficient addition-
ality; provide for equal treatment between the three mechanisms;
recognize the unilateral model for the formulation of preject; and
focus on proritizing the sustalnable development aspect of CDM.
ROMANIA, speaking for the Group of Eastern European coun-
tries, and supported by the US, said JT and COM have distinct roles
and shotild not be treared in the same way. AUSTRALIA cautioned
against loading J1 and CDM with transaction casts. CHILE
supported inclusion of sinks within the CDM.

CONTACT GROUPS |
LULUCTP: Delegsties considered the Co-Chuirs’ note op draft
conclusions for SBSTA-12 relating to criteria and guiding princi-
ples for identification and selection of additonal activities under
Article 3.4. The BU called for inclusion af further ariteria and 8-
guiding principle emphasizing emissions reduction. AUSTRALIA
disagresd, stressing the imporfance of nat beaigg prescriptive, but
allowing for consideration af naticnal circumstances. TUVALU
and the G~77/CHINA propoaed deleting reference to sustainable
development and to multilatsral environmental agresments. Some
Parties supgested rafartings to specific articleg, but proceeded to
agree on s general reference tothe FCCC and the Pratocol.
ADVERSE EFFECTS: Co-Chair Kjellén emphasized that the

poal of tha contact group Was to develop 4 propesal for negodating
text for considerntion et SBSTA-13, Oa procedural issues, dele-
gates differed over whetber ro develop one or two draft decisions.
SAUDI ARABIA nnd several cther developing countrias, opposed
by AUSTRALIA and JAPAN, supported continuing work oa the
basis ef the Co-Chairs’ consclidated text SWITZERLAND s8id it

emanra 1o take 8 decision on long-term actions without :

r rescarch, information and a full assessment of options, and

is process was moving 1oo fast. Several nan-Annex I Pariies
expressed soncen that this position would maks it difficult to
move forweard, and KUWAIT notcd that this could resultin the

¢

whole package of issues being blocked, NIGERIA said thera was
sufficient information to take action, in spite of gaps. Ca~Chair
Kjelldn said the group should continue discussions to move
forward based on the consalldated text.

MECHANISMS: Chair Chow introduced the draft consoli-
dated text on mechanisms, SAUDI ARABIA requested adjourn-
ment of the meeting, noting the obetructive positon of certain
Anncx I Parties in the contact group on adverse effects, and
recalling the agreement souck an 9 June to use the cansolidated
texts on adverse effects and on mechanisms as the basis far negoti-
ation. , supparted by SAMOA, CANADA and
JAPAN, and oppesed by BRAZIL and KUWAIT, requested
further discussion on the consolidated text. Delegates resumed
their deliberations and recommended, Inter alla: the development
of a mare cancise text. elsboration of the nature and scope of the
mechanisms; development of & participatory and rransparent
system that engages the private sector; and ¢larity on déaling with
assigned amounts within each mechanism.

ARTICLES S, 7 & 8: This contact group reached agreement

| on the second draft of the Guidellnes for National Systems under

Prowcol Article 5,1, The Secretarias inroduced SBSTA-12 draft
Conclusians on Good Practice Guidance and Uncertainty Manage-
mentin National GHG Inventorias. In considering the Chairs’ draft
Conclusions on Guidelines under Pratacol Articles S, 7 and 8, dele-
pates discussed, infer alia, deadlines for the voluntary implementa-
tion of the guidelines for national systems and for their possible
revision based on experience of Parfies. )

TECHNOLOGY TRANSFER AND DEVELOFMENT:
The Friends of the Chalr group exchanged views on the themes far
action emerging from the regional consultative process.

IN THE CORRIDORS

The spirit of ¢noperation generated duripg the informal meet-
ings was shaken Jate Monday, when tensions in negodations in the
contact group an adverse effects spilled over into the mechanisms
group in what many saw as rit-for-tat reprisalz, The apparent reluc-
tance of some Annex I Parties to discuss 2 consalidared rext based
on Parties’ propasals on adverse effacts sparked a response in the
mechanisms gronp firam Saudi Arebia, wha sought to bring the
meeting to an abrupt hale. Severs] delegares observed that the inci-
dent ynderlined the difficulties in moving forward on 4 “package”
given some Pariies® insistence an simultaneous progress on all
135ues, Others glso notod that divisi ans within the G-77/China on
adverse cffects were becoming mores apparent by the day,

THINGS TO LOOK FOR TODAY

SBI: SBI will convene a1 10:00 am in Plenary I'to consider
arrangements for intergovernmenteal meetings and administrative
and financial matters. )

SBSTA: SBSTA will mest at 10,00 am in Plenary I ta consider
technolagy transfer and policies and measures. '

LULUCF: The cantact group on LULUCF will meetat 12:00
pm in the Reger Room to consider the Co-Chairs’ draft conclu-
sions.

COMPLIANCE: The IWG is axpected to meer this afternaen
10 discuss the Co-Chairs’ rmxt.

ARTICLES 5, 7& 8! This conmar group will tneet fram 7:00
prm and is expected 1o cansider 2 new text of draft conelugiona en
Guidelines undar Protacol Articles 5, 7 and 8, and the Co-Chairs’
text od Propased Elements of Draft Guidelines under Article 8 of

the Kyoto Protocal. )
dMectings are subject 1o change. Cansult che announcement

board for details,

TOTAL P.11
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To: See Recipients’ List

From: USDEL/Bonn — Mark G. Hamble/

Subject: Periodic Update No. 15 frinm SB12 (Wednesday/‘I‘hursday, June 14-15)

This message transmits an unofficial and informal report an events and
activities during the Twelfth Meetings of the Subsidiary Bodies to the United Nations
Framework Convention on Climate Change (SB12) that are meeting in Bonn during
the Tune 5-16 timeframe, This message coyers activities from the sfiernoon of
Wednesday,June 14 to mid-day on Thursdsy, June 15, 2000.

Also included is the June 15 edition of the NGO-produced Earth
Negotiations Bulletin that pravides/information en Wednesday’s proceedings
proceedings. This report <hould also be read in conjunction with Update No. 14 that
contains additional supplemental reporting prepared by various USDEL members,

plus the latest edition of ECO, the NGO rag.

Although unclassified, this répon i3 not intended to for use or circulation
outside the U.S. Government. :

This will probably be the last regular ypdate in this series, Update No. 16 will
contain supplemental reports. 5
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SB12 Periodic Update No. 15: Mi;;:ed Report as SB-12 Nears Conclusion
Atmospherics and General Comment

The optimism that marked the first week in Bonn has dissipated, as has the
nervousness thet greeted the reception of the co-chairs texts on the mechanisms and
on adaptation/compensation at the beginning of the second week. Most delegates
now feel that Saudi intrusions into the various processes is more of an unpleasantness
that has to be dealt with and one that is (for the time-being) being handled without too
much disruption to the work in varigus fields.

With both Subsidiary Bodies how meeting in rather short spurts to move issucs along
1o the next meeting or to the Conference of the Parties for further deliberation or final
decision, participants are now looking towards the fortheoming intersessional
activities for indications of what dedls might be cut to enable COP-6 to fulfill its
anticipated objective of enabling Parties to begin the ratification process. And in spite
of the intense schednle of intersessional activitics being forecast, many are now
starting to wonder whether adequate conclusions on core issues will be possible at
The Hague. :

There is as yet no public mentioning of this suggestion which is still viewed by many

in near-apocolyptic terms. Most delegates also believe that it is too soon to expend
much time or epergy worrying about this prospect. There will be sufficient time for

. that at the end of the Thirteenth Sessions of the Subsidiary Bodies in The Hague in
September. End Atmospherics and General Comment.

Umbrella Heads of Delegation Mé_et‘mg

Eight of the nine heads of umbrella group delegations met over dinner on June
14 to discuss process and substantive issues. Ukraine was the only representative
missing. No one from Kiev is present at this meeting. Delegates discussed the four
themes being promoted by the Dutch for the Warsaw ministerial later this month.
They were unanimous in their rejection of the Dutch suggestions that supplementarity
and Article 3.14 be specifically identified. SBSTA Chair Dovland (our eurrent
Bureau member) undertock to tegister this point with the Secretariat. (Comment: We
bad earlier done so in meetings with both Executive Secretary Cutajar, Polish COP-5
President Szyzsko, and Dutch Minister Pronk. End Comment.)

Other options for the ministerial discussion were discussed. One that atiracted
2 good deal of support suggested informing Ministers of the scope of the problems
that rernain, to see if any of these could be given priority, and to fry to infuse the
negotiations with a new sense of purpose. The U.S, compared the Warsaw Ministerial
prior to COP-S a5 being far better in this regard than either of the two New York
Ministerials that had preceded or fallowed it — the last one being on April 28",
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Status of the Negotiations

The following paragraphs pro?vide insights into the status of the various topics
under consideration during this first week of informal discussion.

Canvention Articles 4.8/4.9 (affects of climate change and impacts of response
measures) and Protocol Articles 2.3 and 3.14: The U.S. drafted an alternative
decision on Articles 4.8/4.9 that amplifies Annex I views on both impacts of climate
change and impacts on response measures. The debate has once more resumed a
more professional tone, There was an almast cordial discussion on adaptation at the
Tune 14 meeting. It is still not clear if & new text of some kind will be produced at
this session, although it is known that this is the co-chair’ preference. In sny case, a
new consultation on this topic is now planned for August 23-25 in Bonn.

GDIN Information Presented: At the June 15 meeting, we (Miotke and company)
stirred up the room in a positve fashion by presenting information on the Global
Disaster Information Network (GDIN), drawing on materials forwarded to us by the
Vice President’s Office. This portion of pur intervention ¥yas made in response to
concerns expressed by several delegates from Venezuela, Mozembique and Africe
generally on the need for better systems to predict severe storms in sufficient time to
warmn the public. The Vice President’s personal interest in this issue was cited.
Several delegates spproached us after the meeting asking for additional information.
We gave themn 2 handout drawing on our statement.

Technology Transfer: The “friends of the chair™ group met again on June 14. The
G-77 came forth with a text that they wanted to use as the base for discussion.
However, Chairman Dovland held firm on his view that the group should work on the
basis of the themes identified earlier in the week. The Umbrella Group has solidified
its support for Jean Cooper as the Annex I candidate as one of the co-chairs for the
contact group on this topic that will be established at Lyon in September. Meanwhile,
this group also has tentatively accepted the U.S. offer to hold consultations on
technology transfer at the National Renewable Energy Laboratory in Golden,
Colorado, on August 2-4, 2000.

On June 15, a debate ensued over thc guestion of the CDM zs 2 proper theme in this
proposed text. The G-77 and South Korea said that it should not be included; the U.S.
and sevcral Annex I Parties took a gontrary view. The digcussion retmained quite
cordial (due to the development of good working relationships among the participants
through the friends of the chair process), but no consensus could be faund. Finally,
Chair Dovland indicated that he would put the point in the text and it could be
negotiated formally starting in September,

(Comment; A senior and expéerienced Secretariat official tells us that it is his
perception thet we have lost the initiative in this discussion. Despite the firm hand
taken by Chair Dovland, hc indicated that the G-77 is not likely to teke the rejection
of their text lying down, Once the new co-chairs are named and start their work in
September, he predicted that the G-77 text will emerge aa the basis for negotiation.
End Comment.)

W MU 4
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Kyoto Mechanisms: Chairman Chow began the pracess of going throngh his lengthy
text, & task that be jntends to complete this weeK. Saudi Arabis, joined by India and
Kuwait, do not want to callita negotiating text, however. Similarly, they opposed
efforts to put brackets into the document (8 suggestion offered by the U.S. and
Australia). Instead, Parties were invited 1o meke insertions which several did.

The Joint Implementation portion of the text was vetted first, with the U.S., Australia,
‘and Japan offering clarifying language to ensure that our positions are taken into
account. We added some Article 4 parity language, as well. Additional changes were
nade on the other mechanisms n June 15. The Saudis indicated that they have

additional gubmissions that they also want taken into account.

Chow's plen (at least as we understand it) is to take thesge changes on board and to
issue & new text next week. No onc has formally obj ected to this process. This new
text will then be reviewed at the forthcoming mechanisms copsultation in early July.

(Comment: Of course, this means that the text will be longer then the current 94
page document, As itis, there sre some 217 paragraphs that need to be negotiated,
While some 21¢ gimpler than otheTs, Vel if one figures 10 minutes spent considering
each one (and thus far none has been bracketed, sO each will have to be vetted), this
will amount to SOME 36 hours of negotiation to 80 through the text on a first reading.
About 12 hours is al] the time that will be allotted to this issue at Lyon. One can draw
onc’s own conclusions 25 t© the outlook for this process by COP-6. End Comment)

Compliance: Discussion of the new co-chairs’ text continued Jate on Jupe 14 and
during meetings on June 15. Many comuments were made, and some Rew (unhelpful)
idcas were presented, One came from Saudi Arabia that wanted 1o see the groups
scope to include several other aspects of the Protocol including Atticles 28nd 3. A
second one came from South Africa; (representing the G-77/China). It suggested that
non-Annex I compliance issnes should be gddressed under the multilareral
consultative process which is being ‘__established under the provisions of Convention
Article 13. :

A third unhelipful suggestion (only ene of many) came from a Russian colleague Who
is pew to this process. He declared that Russian can not accept any binding
consequences. Binding consequences, he psserted, are like a disease in Moscow’s
view. Theumbrella group of experis tried 10 explain matters to their new colleague
but did not get very far. When reporting officer raised the issue with the Russian
Delegation Head, Sasha Metalnikov, at dinner on June 14, he found him to be
surprisingly sympathetic to our position (perhaps because it was his 69 birthday).
However, MetalnikoV noted that it was the treatics department of the Russian MFA
that makes calls on these matters. He suggested we include a compliance expert on
our delegation to the next Climate Policy Group meeting. It is currently tentatively
scheduled for early August in Moscow. The co-chairs are expected to issue 2 revised
text by tomorrow (June 16). 5

A penultimste meeting of this group met on June 15. The final report was completed,
along Wwith 2 recommendation that the text (after itis polished by the Secretariat) be
used as the basis for negotiations in September. Sandi Arabia objected to this process,

jndicating that it would not permit this decision to be taken untl it was certain that

<
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equitable progress in “other areas’ (é g., Articles 4.5/4.9). An evening session was ﬁ
scheduled to determmine if additional negonat!ons might be necessary to bring this

matter to conclusion. : - ‘ ‘

Policies and Measures (PAIMs). A contact group met under a Swiss chair (Jose ‘
Romero). State’s Susan Wickwire and her tearn skillfully managed to drag out the

debate for slmost the full two hours of the session to avoid discussion of two of the

EU’s current pet projects: developtment of terms of reference for the next workshop

and elaborating principles to define demonstrable progress by 2005 — the latest EU

buzz words, Conclusions on this topic will be drafied by the chair of the group.

Articles 5/7/&8 (on methodologies, reporting and review): Despite some garbled
language introduced by the Russians on good practice and continuing Saudi efforts to
1ry to slow matters up, this group is starting to wrap up its work for this session, As
indicated, the group completed work or Article 5.1 on national systems. The
proposed decision also recognizes that some elements of Article 8 will have to be
decided afier COP-8.

Land Use and Land Use Change and Farestry (LULUCF): Adele Morris has
compared the work in this group to the Discovery channel’s “eco challenge™ with the
participating having to cross alllga.tor pits, shecr chasms, and violent rapids to eek out

every bit of progress. But they have cmsscd many hurdles, including the ones ‘
involving formaiting for the August’1® submissions. A remaining hurdle concerns

Brazil's effort to distinguish between manmade and natural effects in accounting for |
sorne land use changes. The U.S. 2nd most umbrella countries strongly disagree with

this approach. Both the U.S. and Australis (supperted by a very worried Japan) have

warked out substitute language that they are endeavoring to have incorporated in the .

text being prepared by the Chair.

Capacity Building: Despite Saudi efforts to change the direction of the group at the
eleventh hour, this group met on June 14 to discuss capacity building as it relates to
developing countries. The group managed to avoid working off the G-77/China text
and is moving towards a draft decision that can serve as the basis for negotiation

during the September meeting in Lyon.

Cross-Cutting Issues: No change from earlier reporting.
Due ta the closure of our faéility, this will probably be the last regular update

from this meeting in Bonn that ends tomorrow (June 16), We will try to dispatch a
final supplement as Update No. 16,:
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HIGHLIGHTS FROM FCCC SB-12
WEDNESDAY, 14 JUNE 2000
The Subsidiary Bedy for Implemeatation (SBI) met in the
nomning to consider Annex I and non-Asnex 1 communications, |
nd the financial mechanism. The Joint Working Group on '
‘ompliance (JWG) continued discussians on the Co-Chairs’ text.
“ontact groups met in afternoon and evening nessions to consider:
and use, land-use change and forestry (LULUCF); adverse :

{Texts; the mechanisms; and guidelines under Protocol Anticles 5

methodological issues), 7 (communication of information) and 8
review of informarion). Informal consultations werc held on

apacity building in developing countries, and an policies and :

seasyres_The Friends of the Chair zroup on the technology
ransfer conqultative précess glso met. . ©

'BI ) T
NATION ‘AL, COMMUNICATIONS: Delegates adopred the
raft conclusions on national commuaicatians of Annex 1 Pariies.
‘hey also adopied conclusions on the report of the first méeting of

se Consultative Group on Experts and on the provisien of finen-

ial support for non-Annex I Party nations]l communications,
FINANCIAL MECHANISM: On the financial mechanism,

ielegates adopted draf} sonclusions, with minor stnendments, on -
he progress report on the GEF revicw of enabling activitics and its -

apacity building acfivities, . o :
On additional guidance to the GEF on suppott to the IPCC, the
iU said that, whereas FCCC Parties should send signals to the
Sk that the praposed IPCC projeat sould benefit the pracess, it
t appropriate for thesn to prejudge the GEF Couneil’s dedi-
aking. He propased replacing “approval” with “cansider-
non” in the draft conclusions, SBIadopted the draft conclusions,
samended. , © - -’ . LA ' <

IOINT WORKING GROUF ON ' COMPLIANCE :
“The JWG cantimued ifs consideration ofthe Co-Chairs” Text,
)n Scope of Application, CHINA, supported by SAUDI ARABIA
ad opposcd by ARGENTINA and CHILE, suggested listing the

\nnex I Parties’ commitments to which the compliance system:
vould apply, and said issues of camplignce with other commit-:
nents would he dealt wirh uader the Multlateral Consultative
'tocess. On Establishment, Strucrure and Futictions, the LIS, with
\USTRALIA. said the text should cmphasize the two-branch

tructure, CANADA specified that the outeomes of the facilitative

ranch would not be limited to cutcomes of a nan-mandatory |
ature. On Structurg, SAUDI ARABIA, with SAMOA, gaid |
netbers should equally reprecent the five UN regional groups,
JEW ZEALAND sought greater representation of AnnexI

*arties. On Punctions, many delegatcs opposed a screening func-

'V_ol. 12 No. 3_5 .. Published l_:ymg'lntamaﬁanal /nstimta_‘fnr‘Susfainable Davslopment (IISD)

tion. The US urged automaric application of mandatory outcomes.
SAUDI ARABIA suggested that the camplianoe body determine
mandatory obtcomes ar cangequences only for AnnexI Parties.
On Submission of Questions, several delegates sessed the
impormnce of Article 8 (review of information) Expert Review
Teams (ERTSs) reports. SAUDI ARABIA, oppesed by NEW
ZEAL AND, supporred a role far the COP/MOP. The US proposed
thar Parties should be able to raisc questions regarding another
Party’s implementatian only with respect to the facilitative branch.
The EU proposed that the Secretariat alsa be able to refer questions
of compliancs. On Prefiminary Examination of Questons, SAUDIL
ARABIA suggesicd that multiple cases on the same type of iBsues
shauld be referred 1o the subsidiary bodies. |
" OnProceedings. several delegates styessed the importance of
integrating elements of the Annexes in the main text, On'Decision-
Making, SAUDL ARABIA said decisions wauld be ddopted by
consensus, and in casc of failure, by a theee-fourths majority vore.
On Avoidance of Conflict of Interest, CHINA praposed that the
member of the comnpliance body whois a national of 8 Party
involved in 2 matter shall not take partin “ the considerstion of the
matter,” CANADA added that this includes members having a

, direct or indirect interestin the matter. On Saurces of Information,

the G-17/CHINA, opposed by NEW ZEALAND, distinguished
between mandatary and non-mandstory sources, The US, with
NEW ZEALAND, supgested the possitility that NGOs submit
information. He said the Party concerned shauld have the epportu-
nity to respand to the information submitted. The RUSSIAN
FEDERATION, the US and SAMOA said thaissue of confidenti~
ality of information might conflict with the principle of transpar-
ency and needed further thoughe .

On COR/MOP, SWITZERLAND, with NEW ZEALAND,

' said it wovld “make note™ of the compliance body’s reports. On

Outcomes and Consequences, SAUDI ARABIA said the CDM .

" should not be addressed under thé compliance system. With

CHINA, he added that references to “Party™ with respect 1o eligi-
bility requirements should be prefaced by “Annex 1.” BRAZIL,
with SAMOA and the EU, suggested framing “financial penslty”
8s a separate option. NEW ZEALAND introduced an cpricn
permiting purchase at a penalty rate, infer olia, from future
cammitnent petiods. AUSTRALYA suggested adding thatif an
Article 4 (joint fulfillment) Party becomes ineligiblotouse the
mechanisms, al) other members of the agreement would lose
access to the mechanisms. On Other Provisions, the G-77/CHINA
suggested requesting the Secretatiat to prepare possible oprions for
the sdoption of procedures aud mechanisms rejated to compliance,
Op Annexes, Parties differed on the need to iategrate them into the
main text. : :
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CONTACT GROUPS AND INFORMAL CONSULTATIONS'
LULUCF: Dglegates discussed changes o the draft conclu- .
jons. Noting the conéetn of many non-Annex 1 Parties with regard
o understanding the IPCC Spedial Report on LULUCE, Co-Chair
Thorgeirssan said an extra day hed been Teserved for a briefing at
he workshop in Polead in July. The G~77/CHINA gaid this did not*
eflect their request for regional workshaps, and delegates agreed
o an sddigonal canchision inviring the SBSTA. to eucourage work-
thops. AUSTRAYTA and the EU said capacity building should be
:onsidered within the broader context of SBSTA's work, C

Co-Chair Thorgeirason highlightad the praposal to convene an:
ntersessional meeting between SB-13 and COP-6to supperttie:
\egotiation process. He urged dclegates to focus on requirements
or COP-6, noting thut cipacity building could be achicved over a
onger time pariod. AOSIS stressed the importanez af regional
vorkshops and questioncd the mandate for an intersessional
needng L .. . .

AUSTRALITA called for a eompilation of central texnual '
rroposals to assist work at SBSTA-13. The EU distibuted draft :
anclusions requesting partics 1o provide textual praposals tobe .
resented with 1 August submissions and requesdngthe Secretariat
o prepare o synthesis according to specific.elements. CANADA; -
\OSIS and others proposed changes, and discussians continued -
atcintothenight =~ S : :

ADVERSE EFFECTS; Co-Chair Kjellén qutlined a cluster of
ssues [o be addressed in drafting the text for negqéatianat |
‘BSTA-13. SAUDI ARABIA urged thatthe consolidated text
>rm the basis for negoriations, and emphasized the necd to include
| proposals. The EU suggested that the consolidated text simply
« 2 reflcction of discussions that may form the basis for (ater nega:
\atiom. T ’
JAMAIC A underlined the nexd for future workshops atmed at
oncrete actians, The PHILIPPINES, with the US, supported |
avestigating connections between climate change and extreme |
veather events, while NIGERIA stressed the need for preparcdness
> cope with such events in developing countriey. The UK said i
ientification of actions is only possible with an understanding of
ae relationship between climate impacts and ather phencmene. ?
he EU said scicntific uncerminty should aotbe a reasan for inac-

On. . H
ARTICLES 5, 7 & B: Delegates causidered the dra® condlu-
ions on Guidelinés under Articles 5, 7 and 8 of the Kyoto Pratacol.
delegates agrecd on the text, inctuding languape highlighting
greement on the guidelines under Acticle 5.1 (pationgl systes)
nd the preparation of & draft decision at SBSTA-13 tobe adopted
t COP-5. Delegates considered the General Approach to Review'
fthe Co-Chairs Proposed Elements of Draft Guidelines under |
\rticle 8 af the Kyoto Frotocal and provided guidance 1o the Seare-
ariatin its elebpration af the text, The BU said the guidelines -
hould include the elements for review underthe FCCC and the:
ropacol, but would singlé out those parts of the guidelines not
pplicable to AnnexIPanies thatare not Peartics to the Frotecol.
“he G~77/CHINA suggested adding the objective of ensuring thiae
he compliance body has the information necessary 1o carTy out jts
unctions. The BU said all ERTs réports would be fonivarded 1o the
ompliange body. .- .
MECHANISMS: Délegates considered the draft consalidated
ext on mechaniams. Deliberations focused on the nature of discus-
ions necessary 1 this stags. While AUSTRALIA, POLAND, :
SANADA and the US favored hracketing text, the G-77/CHINA
nd SAUDI ARABIA swessed that this wasnot anegotigton and
uggested instead that Parties focus only an finclusions” to thetext,
elegates considered Part One af the Cansalidared Text on Mecha-

\isms relating to JI and isdicated arbas whers specific writen

*.on the need for, infer alia,

‘Text on

proposels would be submitted and text added. Participants differad
the Execurive Board, sinks in JI, share of
procesds, end the appendix on supplementanity.

POLICIES AND MEASURES: Delagstes cansidered draft
conclusions on policizs and measures (®&Ms). Tha EU tabled
additional paragraphs on canclusions, including 8 proposed Terms
of Reference (TaR) for a pessible workshop on Pé&Ms, The G-77/
CHINA presented altemative wxt on TaR. On the original draft
conclusions, delegates agreed to, infer alia: replace “best” with
“good” practices; and specify reference paregraph (b) of
Protocol Artcte 2.1. The EU, POLAND, SWITZERLAND and the
G-T7/CHINA, opposed by AUSTRALIA, CANADA, JAPAN and
the US, urged thar the ToR be considered prior 1o COP-6, Dele-

. gates agreed toinclude, in brackets, EU text encouraging parties to
' submit their views at SBSTA-13-on ToR gnd on the timing of the

process, and the G-77/CHINAs proposal to refer to holding a

. warkshop in “carly” 2001.

CAPACITY BUILDING: This group constdered the Chair's

capacity building in developing countries. On the principlas
outlined in the text, issues highlighted include the need for country-
driven capacity building, partnership with developed counties, end
finamcial resoyrees,

On Strategy, delegates highlighted subregional or regional
approaches and the need to consider past and ongoing activities.
The G-77/CHINA propozed addressing financing and implementa-
tion as separate sections. The NETHERLANDS suggested
aceounting for capacity-building when planping the GEF’s third
replenishment. UGANDA szid funding far capacity building

-should be sdditional tg ODA. On the role of the Secretariat, dele- |

gates said it should avoid an operational role but act as a facilitator,

TECHENOLOGY TRANSFER: The Friends of the Chair
continued 1n consider actions required in relation 1o technology
needs and needs assessment, enshling assessment, and technology
informetion. The group also considered and agreed on the SBSTA
Chaip’ s draft conclusions. .

* IN THE CORRIDORS

Same participants were commenting an conasting pasitions
emerging from certain EU members on nuclear technology under
the CDM, While one Party announced a strong “anti” stance,
another publicly indicated its support for allowing nuclear tech-
nology within the CDM. Speculatian among @ pumber of partici-
pants centered on how thiz mightimpact the eventual clab oration of
the EU” s pasition on thisissue. -

THINGS TO LOOK FOR TODAY

- COMPLIANCE;: The JW(is expected to meetar 10:00 am
and ar9:00 pm in Plenary II to discuss a revised Co-Chalrs’ text.
ME « This meeting will take placein Plenacy I1

from 11:00 am fo consider the Chairs’ draft eansolidated rext

ARTICLES 5, 7& &: This group will meet at 12:00 pm and
£:00 pm in the Reger Roam to continue consideration of the Co-
Chairs’ Proposed Elements of Draft Guidelines under Aricle 8 of
the Xyorto Protocal ' :

LULUCE: This contact group will meet 813:00 pm inthe
Reger Room to consider the Co-Chairs’ draft conclusions.

"ADVERSE EFFE CTS: This contact group will meet at 3:00
pm in the Schumann Room ta cantiaue consideration of the Co-
Cheirs’ consolidated pexy, - -, ‘

SBSTA: SBSTA will convene at 5:00 pm in Plenary ILand is
expected to sturt considering various draft conclusions.

CAPACITY BUILDING: An informal merting is scheduled
ta take placc from 6:00 pm in the Schumann Room.

FRIENDSOF T CHATIR: Thia will mect to finalize the

droft SBSTA camclusions on teshnology traasfer and development. ‘
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To: See Recipients” List

From: USDEL/Born ~ Mark G- HmbM

Subject: Periodic Update No. 11 from SB12 (supplemental reporting)

This message transmits additional reporting on events and scrivities during the
Twelfth Meetings of the Subsidiary Bodies to the United Nations Framework
Convention on Climate Change (SB12) that ere meeting in Bonn during the June 5-16
tmeframe. This message includes the following reports by USDEL members,
principally covering events on Monday, June 12.

(A) A report on the TCAFPP side event on June 12 prepared by EPA's Paul
Schwengels;

(B) Report on a meeting by the consultative group of experts on non-Annex I
communications reported by Jack Fitzgerald;

(C) A report on the First Meeting of SBI on June 12 prepared by extraordinary
USDELecr unknown;

(D) Notes on the June 12 mechanisms joint working prepared by another ibid.

(E) A report on the First Meeting of SBSTA on June 12 prepared by DOD’s Lt.
Colonel Peters; and,

(F) A Reports on the joint SBSTA/SBI joint rreeting on June 12 prepared by State’s
Jack Shick

All of the foregoing materials should be read in conjunction with our Update No.
10. As is the case with other reports, these are for internal usc only and are not
intended for dissemination outside the U.S. Government.

6.82/13
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Technology Coaperation Agreements Pilot Project (T CAPP) Side Event — 6/12/00
Notes by: Paul Schwengels

The TCAFP side event Was organized at SBSTA 12 to p'rovids some status and concrete results
for consideration by negotiators Wwor ing on a technology ransfer decision for COP 6. The
TCAPP program hes been extensively cited in these negotiations, by the US and other Parties, as
a constructive model of effective technology cooperation and transfer which should be
incorporated into future technolagy transfer activities under the Convention. The session
;ncluded an overview of the program by Paul Stolpmsan of EPA, a brief discussion of
involvement of private business by Lisa Jacobson of the Business Council for Sustainable Energy
(BCSE),and 2 presentation of the TCAPP program in Mexico by Ubalda Inclan of CONAE (the
National Bnergy Efficiency Frogram of Mexico). This was followed by a Pancl Chaired by
former SBSTA Charman Chow Kok Kee, with short remarks from representatives of 7 TCAPP
Country Teamns. The panel also included a representative of the regional project underway in the
Southern African Development Comumunity (SADC). The SADC project is being carried out by
the muitilateral Climate Technology Iniriative (CTD), with USG support, under its program called
Climate Technology Implementation Plans (CTIP), which is very similar to TCAPP. The
prescntations were very copstructive, including a clear sense of significant accomplishments to
date, and also 2 frank discussion of lessons learned and areas for improvement. The group
discussion was also canstructive and conveyed very posive picture of the narure and role of this
program the prinicples embedded init. In closing the meetng Chairman Chow made very
positive and complementary remarks about the TCAPP program, as an example, and source of
input to the technology transfer consulfagve process.
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Report on the Consultative Group of Experts on Nationsl Communications from Non-
Annex 1 Parties Jack Fitzgerald June 13, 2000

COP 5 initiated a process for reviewing the guidelines for the preparation of national ‘
communications from developing countries with the aim of improving them by COP7. It

also established a Consultative Group of Experts (CGE) to review the existing process by

which developing countries produce their national communications, including the

applicable UNFCCC Guidelines. The U.S. srongly supported the decision and the

experts group in the face of opposition from Brazil, China, and the Philippines, The

provision of technically sound, transparent, and comparable information from devcloping

countries can be an cffective long-term lever for encouraging greater action on their part.

The CGE met for the first time on June 8 & 9 and reported to the SBI on June 12. Itis
comprised of 5 experts each from Africa, Asia, Latin America and the Caribbean, as well
as 6 experts from Annex 1, including Jack Fitzgerald from EPA and the U.S. Country
Studies Program. Taking into account the requirement in the COP decision to hold six
regional workshops in this process, the CGE established an aggressive schedule to
produce a draft final report for the SB14 meeting in May 2001. This will enable the
report to be revised and finalized in time for consideration at COP 7. The report will be
based on two sets of inputs: the reports of the regional workshops and additional inputs
from the individual CGE experts. This offers the U.S. and other Annex 1 Partics
represented on the group (Australia, France, Germany, Slovakia, and Switzerland) a
significant opportunity to provide substantive analysis and recommendations. The first
draft of the CGE’s report to SB14 will be produced by a small group consisting of up to

eight experts from non-Annex 1 Parties and up to six experts from Annex 1.
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122 SB] — First Meeling — Jupe 12, llam-lom

The Chair, John Ashe, opened the scssion. adopred an 2genda, and prgvided a framewgrk of
organization for the session. Following his cpening remarks, the Chair started the gession with a
discussion of the review of the socond natienal corynunications by Annex 1 Panies (based on
FCCC/SBL/2000/3). Portugal. speaking for the BU. supported the proposals of the Secretariat and
urged that a resolution on review guidelines as well as & decision an Aricle 7.2 of the Protocol be
made at COP-6. Russia and Switgerland also supported the need to werk quickly on publishing
guidelines for review and further urged a review of national communications by govemment experts.
The US, Australia, and Capada noted that a reselution on the review of guidelines was not needed
antil COR-7 and thus was not 2 priority. They urged that efforts in this matter be postponed until the
14® meeting of the Subsidiary Bodies. The Chair next opened the discussion of natianal
communications from non-Annex I parties, including & discussion of the report of the first meerng of
the consultative group of experts (FCCC/SBIIZDOOIM.4) and a discussion of the provision for
financia! and technical support (FCCC/SBU/2000/INF.2). The US and Portugal/EU supparted the
consultative group of experts and its activities and looked forward to guidelines to be submitted at the
149 SBI. Several non-Annex I countries, including Ghans, Korea, and the Centrnl Arab Republic,
noted the difficalty in preparing their national communications and warned that it was too egrly to
begin a review.

Next, the Chair opened discussions on financial mechanisms, including discussions of the pragress
reports of the Global Environmeat Facility (GEF) on enabling activities (FCCC/SBI/2000/INF.3) and
on capacity-building actjvities (FCCC/SB/2000/INF.4) as well as 2 discussion of the IPCC guidance
(o the GEF. Canada, the US, and PortugaVEU all supported the capacity-building efforts af the GEF
‘and the importance of GEF's Capacity Development Initiative (CDD) to nid capacity-building in non-
Annex I countries, especially in the least developed countries. The US further noted that significant
information gaps exist that may be filled with informaticn from the nan-Anncx I partics themselves,
from bilateral ond multi-lateral donors, and from the CDL Tanzania, speaking for the G77 and China,

expressed concern that the methodologies being nsed will not lead ta the type of capacity building that

is needed in non-Annex | countries, Tanzania requested that a useful framework for capacity building
be developed that would include an independent verification procedute to ensure that non-Annex 1
neads arc méat. Ghana and Samoa, speaking for the Alliancs of Small Island States (AOSIS), agreed
with Tanzania and further requested that capacity building efforts be country-inforred and country-
driven with efforts integrated and coordinated with the spscific naeds of each country. IPCC provided
an update on the jointly developed IPCC, UNEP, end GEF propesal for a GER Project Development
Facility for assessing the impacts of and adaptation to climate change. The proposal, currently funded
at $350K and calling for §7.5 million oyer four years, will be used to develap 20 to S0 natianal studies
that will be nsed in national communications as well as in the JPCC Fourth Asscssment Report.
Assuming approval at COP-6, projects will start in April, 2001.

Finally, the Chair held discussions 6n Administrative and Financial matters, particularly marters
pertaining to lare payment of contributions (based on FCCC/SBY/2000/2 and FCCC/SBL2000/INF.5).
The Secretariat noted that the Convention,on Bio-Diversity has adopted rules regarding the late
payment of contributions, thus creating a precedent in this matter. Countries that intervened all
expressed concern over late payments and noted the difficult pasition this put the Secretarist in.
Portugal for the EU and Switzerland expressed concern with the proposals of paragraph 19 (preferming
instead the provisions of paragraph 17) and recommended that further study of these and other
available options be undertaken. Similarly, the US, Portugal, and Australia felr that late payments
should not lead to a suspension of voting rights. preclusion of attendance at meetings, or the inclusion
of a financial penalty or intercst payments. The US specifically called into question the
appropriatencss of mandatory penalties for voluntary contributions and requested that a study of other
more appropriate approaches be undentaken, However, Australia did note that same propesals in
paragraph 19 might be approprate, including for example incligibility of delinquent counuries for
funding or for hosdng inter-sessional meetings. The UN and Russia noted the economic difficulries

some nations have in meeting their contribution commitments and noted the need for a differentiated
‘ approach in handling delinquent countries. At this point the Chair closed the first meeting.
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NOTES: 6/12 Mechanisms Joint Contact Graup

The Joint Contact Group (JCG) began with a Chair's explanstion of the new text that
was shortly interrupted by Saud Arabia to insist that this discussion could not go on
since the 4.8/9, 3,14 text had been rejected, Swiss, Samoz, and Canada indicated the
discussion should continue. Saud: insisted on a quick consultation with support from
Kuwait and Brazil told Chow that he probahbly should consult now rather than leave

the procedural issue hanging over his head.

After a quick consultation, the JCG resumed with a general exchange of views on
mechanisms and the new text. Japan, Canada, New Zealand and US urged for
progress on a shorter text, Uruguay asked Parties not to overreact and to identify
compromises that will not create artificial barriers for developing ¢ountries in the
CDM. India asked to discuss the nature and scope, indicated that registries couldn't
be discussed unti} the nature and scope is defined, and seid interim CDM/Executive
Board are not consistent with the Protocol. Brazil suggested a way 1o conceptually
discuss the mechanisms by starting with three blank sheets and trying to write what a
resulting certificate would need ta say.

After that brief exchange, the Chair indicated that we would resumne Wednesday at
Spm with a detailed discussion of the full text starting with decisions, then Annexes,
then Appendices, After detailed sessions and submissions of succinct legal text, the
Chair will revise the teixt.

Jmacedonia &/13/0Q ‘
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DAY 1, SESSION 1, SUMMATION OF THE
SUBSIDIARY BODY FOR SCIENTIFIC AND TECHNICAL ANALYSIS (SBSTA) 12

SBSTA 12, Scssion 1,1000 to 1300 hrs, Monday June 12, 2000, the session started and ended on
time. However, it did not complete the planned agenda. “Technology Transfer’ and “Best
Pracrices” were delayed until the subsequent session Tuesday morning at 1000 hrs.

The Cheir snnounced that the total number of countries that have spproved or accented to the
“Ryoto Protocol” was now 184 with the addition of 4 more since of the last meeting, The chair
also announced the number of countries thet have ratified the Protocol is now 22, with 5 new
ratifiers. The Chair propesed, 2nd it was so approved that 1 JGO and 22 NGOs be accredited,
The chair further anpounced that on Wednesday, Tune 14, 2000 the Bureau of the Conference of
the Parties (COP-6) would mieet to discuss among other issues, the feedback from the parties
regarding the success of the informal weck prior to the SBSTA.

L AND USE, LAND USE CHANGE AND F ORESTRY

The Chair then moved to the first agenda item; Land Use, Land Use Chenge and Forestry
(LULUCEF). The Intergovernmental Panel on Climate Change (IPCC) Special Report (SR) lead
then briefed limnited snmmation points of the SR. This was followed by an endorsement of the
report by the United Nations FAO in addressing poverty and the importance of agriculture in
carbon emissions and sinks. The speaker, Mr. Wolf Kelman (sp), emphasized the use of
standardized definitions and that the FAQ World Food Summit had set the goal of cutting in half
the number of people starving in the world by 2006.

The chair then called upon the Co-Chair of the informsl meetings, Mr. Phillip Gwage of Ugands,
to summarize the events of the previous week of informal meetings, Mr. Gwage expounded on
the four main points.
1) Open discussions increased understanding of the material.
2) A small focus group was formed and has mede good progress in building data tables for
the Article 3.3, and 3.4 submissions on August 1, 2000.
3) There is & need for capacity building for the developing countries to fully appreciate and
undersrand the IPCC SR, end
4) The LULUCEF is an important contribution to climate change and the IPCC SR is a good
starting point for building language for terrestrial carbon accounting.

The SBSTA Chair recognized the gaod discussion, the establishment of the Data Tables group
for the Annex 1 Countries August 1, 2000 national date submission for synthesis, and announced
the formation of a LULUCE Contact Group that would meet at 1500 hrs today. The Chair then
opened the floor to interventions. There were 21 interventions. A table comparing the summery
of these interventions is at Annex A.

The Chair then closed out the discussion of LULUCF by directing the formation of the Cantact

Group. He gave tha proup the charter of developing dreft “Cenclusions™ including a framewark
(clements) of a draft decision.

Lt Col Perars, ODUSD(ES)EQ Page 1 of 2
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GQOD PRACTICES '
The chair then introduced the topic of “Good Practice Guidance in Uncertainty Management in ‘

the Preparation of National Greenhouse Gas (GHG) Inventories™ (Good Practices). The chair
welcomed a review of the IPCC SR on Goed Practices. He noted for all that this SR did not
include for LULUCE. In intervention there was general support and recomnmendation that this
SR be sacepted for use by the parties at COP-6. New Zealand requested the chair direct the
IPCC revise the Good Practices report to include LULUCF. Gheana and Columbia requested help
in capacity building in order to implement the recommendations of the good practices SR. New
Zealand, the European Union (EU), and the United States (US) specifically requested the
acceptance, and implementation of the Good Practices SR in the generation of National
inventories. There were no dissenting opinions.

ARTICLES 5. 7. & 8
The chair closed discussions an the Good Practices SR, and moved to the third agenda liem,; the

development of guidelines for Articles 5, 7, & 8. The Art. 5, 7, & 8 chair reviewed the status of
discussions and read prepared text of the IPCC lead author. Following that the SBSTA Chair
directed that, “At this session, work must intensify. Art, 5.1 guidelines need to be completed and
progress made on defining Aricles 7& 8. The chair directed that their would be formed 2
contact group on Art S, 7, & 8 that would be co-chaired by Ms Helen Plume of New Zealand and
Mr, Newton Paciomnik of Brazil, That contact group would meet at 1700 hrs to 2200 hrs tonight.
The SBSTA Cheir then opened the floor to interventions.

Portugal an behalf of the EU, stated that they like the text of Article S.1, and requested that it be
approved, and that at COP-6 they should be able to agree to the text for Article 5.2, They said
{hat under article 7 the BU believes that COP-6 should agree on requirements for reparting
demonstrable progress by 2005. Under Article 8 the BU requested that *“Expert Review” team
report their reviews to the “Compliance Authority”, The EU also requested thatra complete set
of guidelines for the review pracess should only be agreed after the trial period is over,

Saudi Arabia intervened that the discussion of Article 5, 7, & 8 must also include discussion of
Articles 3.2, 10, 11, 2.3, 3.11, and 3.14. Switzerland requested the chair clearly define the time
table requirements for reaching agreement, and stated that early implementation was essential so
that they can be issued well ahead of 2008. China, speaking on behalf of the G-77 and China,
agreed with Saudi Arabia. They further requested additional informal consultations and stated
that Annex 1 countries are “duty bound” to supporting Clean Development Mechanisms (CDM)
and the provision of data, They stated that these duties do not apply to developing countries.
China concluded by saying “Expert Review” should NOT be linked to, or decide compliance
which was opposite of the BU position. The US intervened, recornmending adoption of Article
S 1 as written, And welcomed the formstion of the contact group to continue discussing the
remnainder of Articles S, 7, & 8. Japan echoed the US position on Article 5.1 according to
respective national circumstances. Japan further stated that along with BU, the SBSTA should
agree on the language for Article 5,2 at COP-6. Japan concluded that parties should be able to
use the mechanisms nntil proven to be out of compliance. As 1300hr approached, the chair
directed the contact group for Asticles S, 7, & 8, was to continue (o deliberate at 1900 hrs.

At 1300hrs, the Chair delayed further action on the agenda and adjourned the proceedings.

Lt Col Peters, ODUSD(ES)EQ Pege 2 012
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ANNEX A. SUMMATION OF THE LAND USE, LAND USE

CHANGE, AND FORESTY (LULUCF) TNTERVENTIO@
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THE SUBSIDIARY BODY FOR SCIENTIFIC AND TRCHNICAL ANALYSIS (SBSTA) 12 ON DAY [, SESSION }§
JUNR 12, 2000
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Joint SUBSTA/SUBIM Meeting
12 June 2000
Jack Schick

Nigeria launched a vigorous assault on unificd Annex I opposition to the Co-chairs’
so~called consolidated text on 4.8/4.9/3.14 that quickly took over the opening formel
meeting of this session. Mohammed Barkindo, a8 G 77 Cheir, laid out the Group’s
erteria for success at COP 6 that it is more important “to get it right than to get it
done.” Getting it right for him means bluntly that the G 77’s “interests must be
satisfied.” “We will not step eside for the Mechanisms, compliance, and sinks
without concrete actions on 4.8/4.9/3.14” and said “it is important for everybedy 10
understand that at the outset.” He rejected enhanced roles for develaping countries
beyond the 1995 Berlin Mandate that excluded thern from emissions commitments.
Instead the G 77 is looking for financing of technology transfers. At COP 6, he said,
the G 77 will insist on a commitment 1o “specific funding amounts™ on 8 long term
basis. Moreover, all decisions must be in balance and integrated together (a decision
on 4.8/4.9/3.14 must achieve the same status as the decision on Mechanisms,
compliance, and sinks.).

Saudi Arebia endorsed Nigeria’s statement. The Saudis were joined by nearly the
entire Arab world that lined up to speak in support of Nigeria's effort. Many Africen
countries joined the chorus of endorsements mainly by reciting the ravages of climate
change that were already affecting them and for which they needed assistance,
AOSIS joined the list of supporters. Ching and India made relatively pro-forma
supporting statements but did not go beyond that—in India‘s case, a one sentence
nad. Interestingly enough, Colombia, Peru, and Venezuela were the only Latin
American countries to support Nigeria. Brazil, Malaysia, Thailand, and South Africa
remained silent.

The Co-chairs of the 4.8 Contact Group tried to reassure Annex [ countries that their
text of last weekend was without prejudice to developed countries’ views and
acknowledged that Annex I did not favor separate decisions on 4.8/4.9 of the FCCC
and on 3.14 of the Kyato Protocol (double jeopardy for Annex I). Moreover, they
indicated they would have another paper--a negotiating text—by the end of the week.

Australia led the counter-attack, insisting that only one decision be taken at this
session, combining the consideration of 4.B/4.9 together with 3.14. The current text
was not an appropriate basis for discussion for Avustralia that urged going back to the
compilation document where Australia’s views were initially stated. Portugual
immediately joined Australia with & similar ststement, noting in partioular that COP 4
and COP 5 decisions kept the two provisions together, The US would not agree to
modify the Buenos Aires Plen of Action that associated the two, arguing that the way
forward was a further discussion of the issues and conceptual draft elements ofa
dccision to be pursued after this session. Switzerland and Japan also joined the
Umbrella Group-EU effort to turn back the Nigerian bid. Japan recited the technical
support programs it has slready extended to developing countries to deal with climate
change in an effort to reassure the G 77 that it sympathized especially with the plight
of the least developed countries, it clearly joined the US and EU. Canada linked itself
to the US and BU while also saying that it has new ODA funding aveileble. New
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Zealand chimed in but with a mild-mannered statement (it has been the least
enthusisstic of the Umbrclla Group 1o take on the Saudis over the 4.8 issue).

Compliance got off with the- Co-chair’s status report and an announcement that his
newest drafi elements text would be available at 6 PM tonight—no cxtended
discussion ensued as the Joint Meeting was running out of time. However, Chairman
Chow of the Mechanisms Contact Group, while congratulated all round for his efforts,
drew a complaint from India that Chow’s 94-pager had left out some of the nature and
scope material, India also wanted to know what Chow’s terms of reference arc for the
Lyon session in September. Both the EU and Umbrella Group endorsed Chow's
latest text (without going into further detail where there is unhappiness with many
sections). Canada warned that the 94-pager was still too long and complex! “We need
simple rules for our work to produce satisfactery results at COP 6. Australia, the
US, and Rurnenia (for EITs), and Chile generally supported Chow’s text. (Camment:
Saudi Arabia spoke to the Chow text but did not shred it as sorne in the Umbrella
Group had feared it would if the EU and Umbrella Group opposed the status of the
4.8 text)..
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16 June 2000

To: See Reclpients’ List
From: USDEL/Bonn = Mark G. Hambley

Subject: Final Update, No. 16 from SB12 (Thursday/.Friday, June 15-16) "ﬂ/

This message transmits an unofficial and informel report on events and
activities during the Twelfth Meetings of the Subsidiary Bodies to the United Nations
Fremework Convention on Climate Change (SB12) that are meeting in Bonn during
the June S-16 timeframe, This message covers activities from the afternoon of
Thursday, June 15, to mid-day on Friday, June 16, 2000,

Also included is the June 16 edition of the NGO-produced Earth
Negotiations Bulletin that provides information on Thursday’s progeedings, along
with some additional reports prepared by USDEL personnel.

Although unclassified, this report is not intended to for use or circulation
outside the U.S. Govérnment.

This is the last Update from Bonn in this senes.
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SB12 Final Update, No. 16: Relative Last Day Calm Belies Turbulent Week and
Difficult Future, but All Issues Move Forward

Atmospherics and General Comment

The halls of the Hotel Maritim, the venue for this conference (as it has been
for several other intersessionals and for COP-S) were relatively calm on June 16, the
last day of the more than two weeks of meetings. There was little of the antagonism
that dominated proceedings intermittantly over the past week — largely because a
bajanced decision on Article 4.8/4.9 (balanced because it is equally harsh to both
sides) was completed on Thursday evening.

Compromises were also reached on ways to go forward on the other key
elements of the so-called COP-6 package, including capacity building, technology
transfer, land use and land use change and forestry, policies and measures,
compliance, and Articles 5,7,&8, On the calendar. we werc even able to shift the
dates away from Thanksgiving for the ycar 2004,

: An enormous amount of work remsains. However, despite the difficultics
posed by the still magsive mechanisms document, capable teems on all sides will
work diligently to whittle the revised text down to manageable proportions by COP-6
decision time. Ncgotiating the decisions on the developing countries care sct of
issues (including tech transfer and capacity building) will undoubtedly be difficult but
is certeinly doable. And if the Saudis mean what they say that they only want a
process to address their Articles 4.8/4.9 compensation and adaptation issues and do
not use perceived grievances to block other issues, we might be able to accommodate
thern, too.

Corrpliance has proceeded in the most organized manner of any of the
discuyssions. It now has a text which, despite some difficnlties, can be worked on in a
way that will not disadvantage us. Similarly, we bave thus far defily avoided traps
laid for us by our BU partners on the policies and measuyres discussion. Moreover, we
have done quite well with the outcomes on the guidance, informarion and review
provisions of Articles 5/7/&8.

We even moved the sinks related issues along as well as could have been
expected at this meeting, Our formatting ideas for the August 1 submissions were
broadly agceepted, And while we still must prove our point, our options with regard to
Article 3.4’s additional categories remain in tact.,

When one looks at the enormity of the tasks ahead, it is easy to conclude that
we will never get it done by COP-6. This view has been echoed in these updates
throughout this week. Indeed, we are not as well advanced as we were at a similar
juncture prior to COP-3. Moreover, we do not have tiie strong, benign dictator in the
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person of Raul Estrada keeping delegations focused. However, we do have one
adyantage over the June/July 1997 time-frame: we have our overall “target” in mind
and do not have to wait untl late October for that key decision. ‘

The mechanisms text is daynting, but it is not an insyrmountable task. And
while sinks issues (and especially Article 3,4) appear daunting, our sinks team leader
believes we have a good chance of arriving at conclusions that are acceptable to us if
we keep our heads high and our powder dry. Washington’s support in arriving at
some important end game determinations will be vital in this regard

But our greatest advantage is in the quality of the men and women on this
delegation and those backstopping them in Washington. Their dedication, energy,
hard work and sheer dedication to pursuing this issue in a way that is in the best
interests of the United States are unsurpassed. This is the resl reason why one can
take a measure of confidence that COP-6 will be successful, barring unforescen
circumstances. I am pleased and proud to be asscciated with USDEL, and all of the
recipients of thesc reports can take a measure of satisfaction in their contribution to a
job very well done indeed. End Atmospherics and General Comment.

Status of the Negotiations

Except for the final approval of the recommendations, all pertinent issues have
been resolved. Rather than summarize them here, it wonld be better to examine the
details in the documents themselves that will appear in the final reports on this session
published by the climate change secretariat. '
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JUSCANZ
15 June 2000
Jack Schick

Istael has requested observer status in JU SCANZ following the decision of the UN in
New York to admit Israel into WEOG (Western Europe and Others Group). The US
argued for Isreel to be admitted, noting that Korea and Mexico, like Israel, are Non-
Annex I parties in JUSCANZ. Russia is not part of the ORCD but is & member of the
Umbrella Group—our times are changing. In the debate that ensued, no country
opposed Israel’s admission outright, but several had reservations.

« Norway observed that the present membezship comprises only OECD countries,
but he had heard that Israel was considering a voluntary emissions target to be
announced at COP 6. . Japan counseled against bringing in too diverse paints af
view around the table. Iceland was not clear whether the decision in New York
was intended to apply to other bodies. Australia insisted it could not decide on the
spot but needed to consult in Canberra.

e Switzerland straddled the fence in saying that JUSCANZ had begun as an OECD
caucus but had also originally been open to new members. Similarly, Cansda
reminded that this group is a “changing animal,” beginning as Australia, Canhada,
and the US, and then later adding others,

The US asked the group to make a decision ane way or the other at the first
JUSCANZ meeting in Lyon so that Israel not be left wondering.

More on DeBoer

Switzerland reported that Pronk’s emissary, Ivo DeBoer, is still soliciting reactions to
his proposed agenda for the Wersaw Ministerial and asked for any further reactions
(why Switzerland caste itself in this role is unclear). Korea cormnplained about the lack
of an invitation to the New York Ministerial in April but wondered how valuable such
meetings arc if they do not reach any agreed conclusions, The US noted that
DeBoer's list looked like a European agenda with supplementarity placed front and
center and suggested that we need not air out differences on that issue in the presence
of ministers and subalterns from the G 77.

Canada asserted that ministers could help prioritize the issues for COP 6. For taking
stock of where we are, they may not take much camfort from the pegotiations this
week in Bonn. Australia agreed that deals are not ready to be done because the
technical worl is unfinished. New Zealand called for ministers to provide a shared
sense of commitment and direction; he characterized DeBaer’s as an agenda of
“manufactured priorities.”

P.@5-11
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Joint Working Group on Compliance
6-15-2000 (Russ LaMotte)

The Compliance Group met briefly todey to receive the revised text and to
adopt the report of the meeting. The revised text now reflects comments received
from the floor on Tuesday and Wednesday, and serves as a heavily bracketed |
compilation of many different options (Including the US approach). The co-chairs did

not allow any more comments on the revised text, but will prepare another version ‘
after the upcoming informal intersessional meeting in Iceland. The resulting text will

be tha base document for negotiations at SB 13 in September. The report of the |
meeting includes a conclusion that provides a solid mandate for that approach. |
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" NOTES FROM THE FRIENDS OF THE CHAIR MEETING ON

TECHNOLOGY TRANSFER JUNE 15, 2000 (10:30 to 13:00) AND
. SBSTA'PLENARY SESSION (16:00 TO 18:00)

-

PURPOSE QF MEETING y

1. Final review of Chair's draft conclusion on agenda item (=)

2. Continue reviewing the wable submitred by the Cheir regarding proposed themes and
activities submitted by Parties for the framework. Progress had been made regarding
the overall themes but more work was needed to fill in the “what" and “how”
columns., - o

GENERAL CONCLUSTONS

1. The FOC group approved the draff conclusions on S(a) after spending a significant -
amount of time on paragraph no. 2 regarding expressing appreciation for the couniries
that sponsored the consultative: workshops. ‘At issue was the fact thar they were

" finked to the CTI workshops, which China felt to be unacceptable, given the fact that
during the CTI workshops, CDM was mentioned as a possible vehicle for technology
transfer (TT). This was resolved by keeping reference to CTI in the conclusion but

striking a phrase on “collaborative process” and changing “valuable™ to “useful.”

" 2, With respect to the table, the group began with the section on “Capacity Building,”
since other themes (technology needs assesgments, technology information, and
enebling environments) had been covered yesterday. The U.S, made the point that
capacity building is a general topic and is being discugsed elsewhere, so we should
keep this in mind as we discuss it in the cohtext of technology transfer. There was no
major disagreement an this and the group moved on. :

3. The remainder of the meeting was speat discussing a list of categories o be ineluded

under the tide of “general overall approach” that would presumably provide some sort

_ of an introduction in any future negotiating text, and the last theme in the table
enfitled “mechahisms.” -

4. With respéc; to the. general approach list, seversl Parties made suggestions for

1

g.dditional izems to be in¢luded, such as:

. Equitaﬁle transfer of technologies (Ghana)
- = Fast track implementation (Guyana)

» Win-win approach and key role of governments (Korea)

S.. With respect'to the mechanisms theme, the US inwoduced the notion that the items
listed in the “what” colurnn suck as donar.co-ordination, technical assistance,
_ dernonstration projects, ete. should be moved 1o the “how column.” Many cauntries

agreed with this assessment, as did the Chair.
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€. The mejority of the time was spent going back and forth on the issue of the
appropriateness of listing CDM as 2 potential mechanism for technology ransfer.
This was. quite contentious with the G77 and China arguing that technology transfer
under Article 4.5 of the Convention should ‘be kept completely separate from
" mechanisms included as part of the Kyoto Protocol. The US, Australia, Canada, the
EU and Japan stated that the CDM, along with J1, should be considered as some of
many potential mechanisms that could be included 'in the table. Some specific
comments in¢luded the folloy.'ing:'

IN SUPPORT OF INCLUDING CDM UNDER MECHANISMS COLUMN

«* CDM is not a thefme in and of itself but we should ackriowledge it 25 a potential
.+ vehicle for TT and include it for now ar least. (Australia)
‘s, - Keep CDM on the list (Japan), . . o
» Don’t want to. throw CDM out if it ‘can assist in the TT process (Slovenia,
"Portugal) ' L
¢ Artcle'4.5 is not strictly about LDCs so we should also include JI (US)
."« TT has already occurred under AL so we are not starting from scratch (France)

AGAINST THE INCLUSION OF CDM IN THE MECHANISMS COLUM

«' Must separate CDM from TT because we are talking here about Article 4.5 of the
UNFCCC. (Thailand) = - _ :
It is'premature 10 put CDM in the context of TT here as a.matter of principle.
“There was no decision at COP4 to link the two, (China) .- :
Kyoto isn’t in forcs s we shauld not insist on listing CDM (Guyana)
There is potential for many different kinds of mechanisms for TT-and we are
.gtalling the process by remaining stuck on the CDM issue (South Afriea)
‘Kyoto is not yet in existence so why should we even be disfussing using °
mechanisms under Kyoto such as CDM for TI? (Nigeria) '
e The main fear is that Annex II Parties will only use CDM in connection with
_Arcle 4.5, thereby ignoring all other potential mechanisms, (Guyana)

The Netherlands introduced the' idea of putting reference to CDM in brackets to make it

. clear that this is an issue that is still' up in the air since it is clear that therc will be no

resolution on the issue at SB12. Therein followed a lengthy discussion on the issue of
brackets vs. a foomote,. wbiqh was proposed by the Chair and will likely be included in

" the revised table.
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The Chair will provide a revised table during the afternoon Plenary Session.
 Parties have until June 30 to get additional submissions on this issue 10 the secretarial.
3. Parmies will continue 1o discuss the issues ipcluded in the rable at an FOC meeting in
August (which may be linked 10 2 meeting on Article 4.8, 4.9 ~ TBD).
4. The Chair will build an the Aungust FOC meeting and Texis which have been
submitted by Partes, as well as the [PCC Special Report on TT, to [l out the rest of
the table (“how" calumn), and to come up with a draft text (in English only) to be
discussed and negotiated at SB13 in Lyon in preparation for COPs6.

[ S

SBSTA PLENARY

1. The conclusions on TT for both agenda items 9(a) and 5(b) were adopted without any
interyentions or comments by Parties,

2. Co-chairs from Canada and Nigeria were identfied for the TT Contact Group, to be
established at SB13. ' -
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MGHLIGHTS FROM FCCC SB-12
THURSDAY, 1§ JUNE 2000

The Subsidlary Body for Scientific and Technalogiesl Advice
(SBSTA) met in the afternoan to adopt draft conclusians relating
ta: guidelines under Protocal Articles S (methodological issues), 7
(communication of information) and & (rcview ofinformaton); .
good practico guidance and uncertainty managernent in nadonal
greenhouse gas inventories, development and transfer of wechoolo-
gies: and land yse, land-use change aad faresoy (LULUCF). The
Joint Working Group on Compliance (TW@) sdopted the report on
its work duting SB~12. Cantact groups met throughout the dsy to
concludé discussions on text releting to: mechanisms, Protocsl
Articles $,7 and 8; LULUCF: and adverse effects, Informal consul-
tations were held on capacity building znd policies and measures.

JOINT WORKING GROUP ON COMPLIANCE

Delegres cansidered and adopted, with minor amendments,
the Report of the JWG on its work during SB-12. Annexed to the
report is & text an compliance that, aleng with inputs from Partiez,
vall serve as the basis for negotiation at SB-13. :

CONTACT GROUPS AND INFORMAL CONSULTATIONS

MECHANISMS: Delegates continued considering the
Chair' s draft consolidsted text on mechanisms, ladicapng areas’
wherc their submissions hiad not been reflected, and addingext
where necegsary. On the CDM, delegates differed on the nieed for.
inter alia; 51} three mechanisms to conmribyte to the adaptation
fiind; investment and technology additionality; moaitoring of
economic, social and cultural impacts of prejects; and ao option
that reflects the vericus proposed CDMs, including unilatersl,
bilateral and mnln'lun‘n‘. ‘They discussed: the role of the COP/
MOP and the Executive Board: the content and exfensiveness of
the CDM Reference Manual; common baselines forthe CDM; -
equitable distribution of CDM projects; and requirements and
cogts af the CDM. _ ’ ) .

On emigsians tading, delegates differed on the need far, inter
ofia: the usage of the Pratocol-consistent term “Pary of an Assigned
Amount” instesd of “Assigned Amount Unirs*; legal sntides to
participate in the CDM; & share of procesds from emigsiona trading
to fand adsptation; and limits on transfers, The graup accepted
draft conelusions for SBSTA/SBI sgrecing to farward the “cansol-
idated text on prinsiples, modalities, rules and guidefines” to SB-
13 as a basis for further negotiation, : :

ARTICLYS 5, 7 & 8: The group cantinued consideratiqn of
the six parts'cf the Co-Chairs’ Proposed Elements of Draft Guide-
lines under Article B of the Kyoto Protacal, srrting with the
General Approach'te Review. Tho US stated that there could be
overiap between annyal reviews, since the process might take moye
then a year. NEW ZEALAND said the text should specify to whom

" negotiating draft decisions.

‘the final compilation and accounfing would bereported/mans-

mitted The EU suggested an additione! option that the pre-
commitment reviews could be initiated when 8 Party makes a
voluntary submission within a mandatory deadline. AUSTRALIA
said the review of national regismes could occur mare frequently

" than on an annuel basis. SWITZERLAND said the guidelines

should camblish criteria for the selection of experta hot naminated
by governmenu.

On Revicw of National Inventory Submissions, delegates
discussed the categories of first-order problems to be identified

. during the initial check or during the individuel inventory review

stage. The US and AUSTRALIA suggested that miethodal ogical
problems be identified during the inventory review stage. The BU
stressed that these problems, such as “unexplained spparent data
intonsistencies," could be identified during the initial check. The
US said the lateness of a submission should bs defined and distin-

+ guished from the failurc 1o submit. The EU said the trial peried

would helpin achieving a better understanding of potential inven-
tory problems. )

. On progedyres for adjustments, JAPAN siggesied adding the
aption whareby the Party itself cauld voluntanly apply én adjust-
raent. AUSTRALIA said this could sccelerate the review process.
The US said the incentive should rather be for Parties to follow the
IPCC methodologies as elaborated by gaod practice, NORWAY
said the Expert Review Team (ERT) would only propoae an adjust-
meng, whilc the compliance body would adopt it. The US said the
compliance body had a role if the Party concerned refused a recom-

. mended adjustroent.

On the Raview of Information an Assigned Amounts, NEW
ZEAL AND sought a referencs to Article 4 Goint fulfillmert) 10
ensure transparency on the disribution of assigned amounts

. between members of the agreement. AUSTRALILA called for the

addition of a new Part VI “Review of Activitics under Article 6.”

~ ADVERSE E¥FECTS: Co-Chair Salamat asked delegates (o
congidér the process leading ta COP-, and noted that an infarmal
oonsultation may be hield on this issue during the intersessional
period prior to the informal meetings preceding SB-13. The G-77/
CHINA supparted the davel opment of text for discussion at the
informal mestings priortn SB«13 and noted thay, under the Buenas
Alres Plan of Action, COP-6 needs to develop initial actions rather
than simply a process. SAUDI ARABIA d the need for
further workshops focusing an conarete sctions, The US streszed
that the objective of this pracess wag 1o pramots the of
ratifying the Protocol, He said progress was needed a1 SB-13 on

Co-Chair Selamat said discussions during the past two weeks

" hadbeen very productive. He dismibuted text for relovint SB-12

draft conclusions thay, infer alia, nate that the Chairs of the subsid-

This is3us of tha Barth 1
53 ATE oy <anidral L Y K Toog

Langsan Jamos TKimo® Gorea VI <l isd,org>. The Susis

(throagh CIDA. and TIFAIT), the Unitod Ses (through USAID), the Swizs

for Intenatianal Developmanst and U

Minisuy of Bnvironmant tha Gorman, Fedemal Mipiswy of

in, aod BP Ammaco. Logistical s
end at tal: +1-212-644.0204;
R3B 0Y4, Canada, The opinions oxpressed i
Bxwrpa from the Banh s Bulleg e
matanal in conmparsial tians, amtscs tha
WY arver et hnpﬁwww.iil%ne asip!
Nagatintions Bulletin, send e-mail to the ging Dircetoral <cimo@liad org>.

Bt
on

Cons Bullatin © <esb@isd.org> is wriden end edited by

Maleoa Soll <malapa org>, Clris Spencs <clirin@u
Z o> The BAltar is Pumels 3.
ining Donars of the Bulletin aro (he Nethelands
far Bnyizoppant, Forusta end

evelopmant &xg&on (BMZ), the
Phvironmemge of Austris, the Ministriss of Fareiga Affairs and Enviroarpens of Narumy, the es ol P Allaia
Austzalin, ; nmssm-ggbyzbatmccmm

o gantacicd t o <{nfo

in e Eth?nnuimBulm:\m (aoan of the suthngs axd do tot poccsgaril,
1g aon-commercial publications

Rditor, Elsctranis vepwions of tho ary
imago was thkna sbove Boag ©2000 The Living Earth, Ina hitp;/

dwun'cqzﬁln@hd_m?, Jon Hanka «f rm honkaGRixion il pee», Lo
oegg> and Juliers Voinov <acdrickohl .
. PhD. <pam@iiad and tha Mannging Dirvetor is
oy of Fom the Govemmpnt of Cunsda
. (s ), the U mited Ringdom Departnent
| Eqppoet, for the Bulladn dusing 2000 is provided by the Gauman Fodora!
Danish Minjztry ofg‘t:m' nira, the Minustry of
L BIU. u.dEn:lmm alFinland, the G‘“‘F‘f of
&y, oy cantced s-mai] n 10O
apd at 161 Paftago Avemue Eerr, Gﬂtl’;'lur. Win%ﬁw
y roflact e viows of ISD azd fundrra,
ropristn gagdemia citotjan. Fox jealon o uss this
distribamion lints gnd ean be found an tha Linkegsz
ftrvingnard corn. Fori iem on Ure Earth

o7,

und only witi
are el o

emailman com>, Tha Dislm

®




JUN—16—2BQB 10:08

OES/EGC '
Friday, 16 June 2000 -

...................................

. ] 202 647 0191 P.11711
k ' Vol 12 Na. 136 Page 2

"iary bodies, with the assisrance of the Secretariat, will develap 8
rex based on the current cansolidated fext, on other inputs from
Parties, and on comments made during the discussions 3t §B-12,

lusions also note that the Chairs’ text will serve 83 the
¢ negotignion ar SB-13. The group adoptzd these conclu-

ULUCE: Co-Chair Thargeirsson noted that the draft conciu-
sions had been complored after edditione! consultatons in the
maming. On criteria and guiding principles, Paties had agreed to
request indication of how the additional activities proposed by
Parties {n their ] August submigsions would relate to the objectives
and principles of the FCCC snd Kyoto Protocol, They had also
reached agreement on the elements fora synthesis of textual
proposals from their 1 August submissions, which they requested
the Secretariat to prepare. The Co-Chair noted an additional
canclusion highlighting the fact that docutnents forthe next session
would be availsble only at a lets date, and urged Partics to accel-
erate their consideration of the issue. SAUDI ARABIA highlighted
the tight schedule for an intersessional caonsultation, while [TALY
offared to host this mecting in Rome. The Secretanat and .
POLAND providad details an the workshop to be held in July in
Paznan, Poland, and the Secretarist outlined the pracess for the 1
August submissions. .

POLICIES AND MEASURES: In an Informal mecting
chaired by José Romero (Switzerland), delegates considered
revised draf conclusians on policies and measures (P&Ms).
During the deliberations, the EU and JUSCANZ members reiter-
ated their respective positons on the timing and nature af further
activities on P& Ms, Participants agreed to replece text recom-
mending that the work an P&Ms continue, in particular through a
warkshop in 2001, with the recommendation that thejssue be
considered further ot SBSTA-13, The text proposed by the EU and
G-7TICHINA on Terms of Reference for a workshop on P&M:z s

ot adopted.
ACTTY BUILLDING: Delegares djscussed capesity
ing both in countries with econamies in transition (EITs<) and

cveloping sountries, On capacity building in ETTs, delegates
considered sbbmissions from the Russian Federgtion and Poland.
The Polish submission focused an elements relating to implemen-
tation of capacity building. It includes ealls for, inter aba. devel-
oping action plans to reflect pational needs and pricrities; inviting
the GEF, through 2 COP decision, t ¢onsider the needs of ElTsin
the Capacity Development Inidative (CDI); and organizing & wark-
shop for the purpess of identifying and coordinsting regianal and
subregjonal programmes. The Russian Federation submission
covered the principles, objectives, strategy sad implementation
elemeats for 3 dmfl framework. The RUSSIAN FEDERATION
noted that there was agfecment amang the EITs on the principles
and seope of the frameviork, but stated that consultations to
complete an EIT group submission were ongoing. ‘

Delogates also considered the revised Chair’s text on capacity
building in non-Annex I countries. Several participants reiterared
the need for capacity building w be cquutry-driven, itergtive and
lonzterm, 1o build on indlgenous capacities, and 16 operate '
through local ingtitutions. The US and the EU proposed listing &
menu of activities, noting that different canutries have differenar
concernd. : '

The G-77/CHINA proposed sdditional amendments to the

Chair’s text that stress the need far: capacity building to cantribute ’

10 sustainable development; parmership with, and assistance frorp,
developed coumtries; and proper guidance from istergovernmentsal
organizations, such as tha GEF, UNDP, and World Bank, to ensurc
thar access 1o resources |5 trangparent, with clear and less camhber-
some procedures, Supported by CHINA, he urged meving forward.

d concrete actions by COR-6, UGANDA scught clarificsrion
fgm is meant by “centers of excellence,” noting that this could

be inugnm Jifferently. The US stressed that capacity building
should be results-based and designed to producc clearly identified -

- results. The EU suggested inviting the GEF and UNDP to reparton

the CDI at SB-13 and requesting other organizatians to repant on
their capacity building sctivitics. Chair Ashe welcomed further
submissions by 30 June, after which the Secrctanial would prepare
a draft framework an capacity building.

SBSTA : '

Delcgates adopted, without discussion, draft conclusions an;
Guidelines under Articles S, 7 and 8 of the Kyoto Protocal, which
included an Annex on Guidelizes for National Systems for the Esti-
mation of An ¢ Groenhausc Gas Emissions by Sources
and Removal by Sinks under Article 5.1 of the Kyorto Prptocol
(FCCC/SBSTA/2000/L.2), Development and Trangfer of Technol-
ogles - Status af the Consultarive Pracess (Dexision 4/CP 4); and
Development and Transfer of Technologies - QOther Matters
(FCCC/SBSTA/2000/L.4).

After some deliberation, the Draft Canclusions on Good Prac-
tice Guidance and Uncertginty Management in National Green-

" . nouse Gas Inventories (FCCC/SBSTA/2000/L.3) were adopted,
‘with twa amendments: Annex [ Parties with EITs may phase-n

good practica guldance “two yedrs,” rather than one year, later than
othar Annex | Parties; and reference to “all Parties” bring assisted

" bygood practice guidence in preparing higher-quality greenhouse

gas inventorics was deleted. .

_ On the Draft Conclusions on Land Use, Land-Use Change and
Forestry, SAUDI'ARABIA, opposed by & pumber of Partics, .
including TUVALU speaking for the G-77/CHINA, proposed

' deleting text on convening an interseasional consulttion on

LULUCEF after SBSTA-13, The text was retained and the conelu-
sions were adopted with an Annex providing farmats for the
submision of country-specific data on proposals by Annex
Parties for activities related to Protoce! Article 3.3 (affarestadon,
reforestation and deforestarion) and Article 3.4 (additdonal activi-
ties), TTALY offered to hiost the intersessional consultation,
suggesting it take place in October,

IN THE CORRIDORS

Same participants have said they will be wasching with interest
the upcoming meering of the EU Council of Ministers for clearer
.ndications of the Union’s negotiating positions an some of the key
iasues raiged ar SB-12. Several chssrvars have exprossed frustra-
tion at the BUs performance during the SR-12 disaussions, ngting
an apparent setback on policies and measures and 2 lack of coher-
ence, which contrasts with that of the Umbrella Group. Others have
suggested that any perceived lass of ground at this smge in the
negotisting procass is oversiated, and that averdier op the Union’s
performance is premagure prior fo the Ministerial meeting, which
will take impartany decisions such as those on sinks and nuclear
power. '

THINGS TO LOOK FOR TODAY

SBSTA/SEI JOINT SESSION: The joint SB/SBSTA session
will begin at 10:00 am in Plenary I and is expected o congiderand
adopt draft conclusions oen adverse effect, the mechamsms, and
compliance, and a decision expressing salidarity with southem
African countries, particularly Mozambique.

SBI: SRI will meet at 3;00 pm in Plenary II 1o consider and
adopt outstanding agenda items, including thqsc on arraugements
for intergovernmental meetings, and administrative aad finandial

. .
SBSTA: SBSTA will mcct at 3:00 pm is Plenary Lto consider
and pdopt cutsianding agenda items, including those on palicies
and measures, and cooperation with relevant international ergaoi-

* zavians.

TOTAL P.11
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13 Scpternber 2000

To: Please See Attached List

From. USDEL/Lyon, Mark G. Hﬂmb‘}%/ |

Subject: SBI3, Update No. 13 for Wednesday, 13 September 2000

th

Atrached is an edited unofficial and informal report on events at the 13 Sessions
of the Subsidiary Bodies of the UN Framework Convention on Climate Change (SB13)
that are meeting in Lyon between September 4-15, 2000. A copy of the Earth
Negotiations Bulletin covering activities an Septerpber 12 is included with this report.

Although unclassified, this report is intended for the information of the addressees
only.
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Update No. 13 (5/13/00)

Wednesday, 13 September 2000

SB13, Update No. 13: Parties Continue to Jockey for Position as the Mountain of
Work Looms Large

Atmospherics

The enormity of the task facing delegations at COP6 is finally starting to hit
home. The mechanisms’ discussion read through only about two pages at the September
12 session. Thus far, not one paragraph in the over 140 page document has been
approved. Chairman Chow Kok Kee clearly has his work cut out for him in terms of
coming up with a new text that can be more easilydigested and negotiated.

Other processcs are Inore manageable, but some are now nearing an end as far as
further progress at this meeting is concemned. Compliance is now being somewhat
stymied by Saudi insertions of its langusage on adverse impacts of response measures into
the enforcement section, and by additional bracketing. Land Use and Land Use Change
and Forestry is dealing with a new chapesu proposal by Brazil (on behalf of the G-77)
which outlines some basic (and unacccptable) principles. Useful discussion in technolgy
transfer has largely been stopped by the G-77 spokesperson from the Philippines, while ‘
useful discussions on Articles 5/7/8 arc also nearing completion, after earlier progress on
amyriad of important technical details with regard to eligibility and reporting. The
policies and measures discussion is still in its infant stages, while discussion on
adaptation/compensation will probably not enter its “hottest” phase until Article 3.14 is
discussed on September 14.

One bright spot may be in the area of capacity building. This is the one topic that
the Executive Secretary has pushed as offenng hope for a positive signal from the Lyon
meetings. We are frying to meet with the G-77 to try to hammer out a compromise view.
We should know by tomorrow the chance that we might be successful. The decision, if
taken, would be ad referendum. Nothing will be officially agreed until other elements of
the Kyoto Package are also satisfactorily resolved.

JUSCANZ Meetngs

Complete reports on the September 12 and 13 meetings are attached for reference.
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Specific Issues

Following are some details on the stafus of specific issues. We are including with
this report copies of the latest edition of the Earth Negoriations Bulletin that provides
some of the details for the meetings on September 11. Reports on additional meetings by
USDEL members are included as the supplement in Update 12

Mechanisms ((J1, lnternational Emissions Trading, and the Clean Development
Mechanism (CDM)): Progress continues to be laboriously slow. At the September 12
meeting , the group went through the first portion of the CDM text. This focused mostly
on the functions of the executive board and of the COP/mOP. A text was introduced
regarding eligibility which was broadly endorsed by the EU. We also received backing
from the EU on our registry proposals. |ndia jndicated that it will be submitting a formal
proposal on principles. This will be made with specific refercnce to the CDM, but we
anticipate that it will be extended to the other mechanisms, as well. The EU and the
umbrella have also agreed on a J [ text (largely drawing on ideas developed by EPA’s
David Doniger). Meanwhile, Jennifer Macedonia has down cxcellent work in
coordinating an emissions trading effort with the EU, the hardest issue being related to
eligibility requirements. As has been suggested, the biggest plus from Lyon has been the
exceptional off-line progress we have made on technical issues with our umbrella
partners -- and, in many instances, with the EU -- in the mechanisms and on several other
issues.

Compliance: A portion of the text dealing with stracture and procedure was reviewed on
September 12. The co-chairs (Norway and Samoa) indicated that they are only interested
in substantive comments at the moment and will develop a new text following this
session. The Saudis repeatedly disrupted the procedures with procedural ponts,
questioning the ability of the co-chairs to produce a new text. The Saudis also bracketed
a portion of the text in reaction to the bracketing of their proposed insertion on Protocol
3.14 on the impacts of response measures.

Land Use and Land Use Change and Forestry (LULUCF aka sinks): The
considerable progress of the past ten days has been tested by the introduction, by Brazi,
of several principles for inclusion in the document's chapeau, Some of these concepts
are unacceptable; some more properly belong in the mechanisms’ discussion; while
others can be negotiated. Among the critical points in Brazil’s proposal is 2 concept that
would permit no credit for carbon fertization that Brazil says largely accounts for most of
Annex I's sinks. Moreover, Brazil argues that carbon sequestration should be only fora
limited period of titne —~ delaying, rather than displacing carbon. This point is also
unacceptable to the umbrella group. Reaction to the co-chairs’ text is required by
Wednesday night.
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Technology Transfer: There was linle progress at the September 12 meeting. This was

due to both a conflict in the timing of the meeting involving G-77 coordination. It was

also due to continued posturing by the G-77/China spokesperson from the Philippines.

Discussion will continue later on September 13. One difficulty may be that this raeeting

is scheduled at a time that coincides with both the meeting on capacity building and with

a scheduled G-77/China coordination tnecting.

Capacity Building: There was no formal meeting on September 12. As has been
indicated, we are trying to work with the G-77 and the EU to see if we can come up with
an acceptable conclusion by Friday, September 15. Stay nuned.

Policies and Measures (PAMs): The new contact group under Swiss and Tanzanian
chairs met on September 12 to discuss the draft text. Progress has been slow, largely
because of U.S. insistence that cach paragraph of the proposed text be carefully verted.
Discussions continue on September 12.-

Convention Articles 5/7/&8: A proposed draft decision on Atticle 7 has largely been
concluded. Other facets of this complicared set of issues have probably been addressed
as much as they can at this meeting. We will have an authoritative wrap up by our
exceptional coordinator, Clare Breidenich, in 2 forthcoming update. One footnote, the
Saudis found a new “ally” of sorts in their efforts to introduce their language on Articles
4 8/4.9 and Article 3.14 into aspects of the reporting, review and inventory requirements.
Raoul Estrada, speaking in his ncw role as Argentinian head of dclegation, indicated on
Septernber 12 that the US. should think about compensation. In commenting on the
Jifficult discussions on inventories, Estrada reportedly accused the U.S. of having “...the
highest emissions, growing emissions, and the most difficult country to deal with” in
these negotiations.

Convention Articles 4.8, 4.9 and Protocol Article 3.14 (Adaptation and
Compensation) or Impacts of Climate Change and Adverse Impacts of Response
Measures: There were two meetings on this topic on September 12. The first was a
small consultation involving Annex 1, Samoa, Nigeria and Saudi Arabia that dealt with
the way forward. No agreement was reached. The second was a formal session at which,
in the words of our senior ¢oordinator: “We came, we talked, we cared.” The focus was
on adaptation, and we anticipate completing this discussion at the September 13 session.
On September 14 (Thursday), we should get into the most fractious and difficult topic on
the response of Annex II Parties to the adverse impacts of response measures (Protocol
issue 3.14).

Activities Implemented Joindy: No change from earlier reporting.

Greenhouse Gas Emissions from International Transportation (Bunkers): No
decision was taken. As noted in the attached report prepared by DOD’s Dave Peters, the
matter has been referred back to ICAO and IMO for further consideration at SB14 in
2001.
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Impact of Single Projects: This issue 1S largely of concemn to Jceland (for which it was
drafted initially) but has been stuck primarily to objections from th éEU and Canada
(although AOSIS has also raised objections). In the first completed draft decision, the
group which met for consultations under Oleg Ploughman of Denmark on September 13
decided that the issue will be raised at the resumed session of SB13 (in November dunng
the first week of the COP), with a view 10 arriving at a decision by the Conference itself.
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JUSCANZ—12 September 2000
Jack Schick

Hareld Dovland informed TUSCANZ that the Bureau is debating whether to wait until after the '
Ocrober Ministerial consullations to publish the documents for The Hague negotiations or to take

the Lyon output as is and forward it to The Hague. The G 77 is concerned to have a fully

rranslated set available in the six UN languages as soon as possible. The Burezu could not reach

consensus even on this issue, which, to Dovland, .ndicated that the atmosphere is oot as good this

week as it was last weck. Michael Cutsjar will consult further, reminding that it is a matter of

resources and timing.

In speaking of the calendar, Dovland reported that the Bureau also discussed the scusitive issue of
the need for geographic balance with the invitations to The Hague Ministeriel in early Qctober.
Canada understood that three workshops were planned for October on sinks, compliance,
mechanisms, and maybe 4.8/4.9. Canada made clear, however, that Ottawa ¢could not host a 5, 7,
and B workshop, suggesting Geneva as an altrmative venue (since slated for Bonn). Dovland
noted that Saudi Arabia had rejected the whole Jist because of the TBD status of the 4,8/4.9
workshop.

The US underscored the change of atmosphere this week to a darker, cloudier prospect. First, he
noted Brazil’s action last night in tabling 6 points for a very restrictive use of sinks emong the
principles to be included in the chapeau of the sinks decision. This will slow down the
negotiating proecss in the sinks group, which has been moving al a rapid pace. Secondly, he
regretted Chairman Ashe's role in dispute last night over which text to use for the capaciry
building decision- ~the Chair’s text (as is the case with all the other Contact Groups) or a last
minute G 77 text. Ashe dcferred to the G 77 with the comment that capacily building is for the
developing countries anyway and went further to threaten reltibution in the Mechanisms Contact
Group unless the G 77 text were given prionity in the Capaaty Building Group. This was
inappropriate conduct. Moreover, it is 2 bad precedent for one pany’s text {the G 77) to pose a3
the negotiating text for all parties.

The US further commented that it was disappointed with the G 77 Chair’s (Nigeria) statement in
plenary yesterday, a radical position that seemed to move the bar up for 2id and technology
transfers to developing countries to implement the Convention. Maybe, it was tacties for
maximum leverage if developed countries have inadvertently given the impression that we are
desperate for a deal. Or perhaps, it sugpests that the G 77 is giving higher priority to the
Convention rather than to the Protocol even though, in our view, developing countries would
beneft more trom the Protocol. Moreover, Canada was distressed by the Saudi Co-~chair’s (of the
4.8/4.9 Group) remarks yesterday in plenary in referring to developing countries as the “majority
view” and to developed countries &s the “winority™ on 4.8/4.9 issues.

Although agrecing that Brazil’s move will slow down the sinks negotiation, Canada did note that
Brazil at least told us specifically what the G 77 wants in this case. We have no alternative to
taking on his criteria point by point and to working them through. In this sense, Brazl has
pointed the way forward. Similarly, he suggested that the EU’s reseyvations on sinks were
fortunately caveated with an “unless our concerns are addressed™ Let’s address them, he said.
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JUSCANZ—12 Septembc.r 2000
Jack Schick

The Norwegian chair reported that COP President Szyszko's consultations on the COP rules of
procedure were fruitless (the dispute over voting rules has become 3 hardy perennial). The word
on elections for the new Bureau is confused because, gsccording to Norway, the Saudis’ effort to
extend their term for one more year was a0 unexpected result of extending John Ashe and Harald
Dovland for another year. Australia had a different view—that the outcome Was scripted anyway.

Norway opined that the G 77 paper on capacity building for developing countries was not (oo
bad—atter the concern yesterday over Ashe substituting it for his own. The US said it had mst
with the Umbrella Group to reach a common understanding on the G 77 paper and also with the
EU, but the EU seemed to be having difficulry with interna! coordination.. The US is open to
“gubstantively correct” progress even with the G 77 paper. In the US view, the Chairs’ text on
capacity building for the EIT countries is anodyne.

The US observed that progress in the Mechanisms Group was slow Slogging and achieving a
useable text was difficult. Norway agreed, adding that Protocol issues in general were lagging
Convention issues being considered here.

Republic of Korea (ROK) asked for consultations with other JUSCANZ members on par. 34 of
the Mechanisms drafl, suggesting that rulcs for unilateral, host couny CDM projects should be
the same as for bilateral CDM projects. Mexico added that host country-generated projects are a
very sensitive issue for Latin America.

In addition, ROK. reported a rough session in the Technology Transfer Group yesterday.
Evidently, the Philippines asserted that developed countrics’ broad-based, jmtegrated approach is
diluting Annex 2 donors’ commitments, He thought there is room to ¢close the gap with the G 77
and asked to consult with JUSCANZ on this issue as well.

Japan, at the close of the meeting, approached USDEL to express its concern that the Saudis may
move today to disrupt the process i mply because today, Wednesday, is about their last
opportunity to do so (he had no evidence per se).
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Greenhouse Gas Emissions from International Transportation

Under “Other Matters”, the Secretariat received reports from both the
IMO and ICAO. The ICAO and IMO reporis were presented in
writing. A representative of the IMO read their report text to the
SBSTA.

There were three interventions. They were from Switzerland, France
(on behalf of the European Union (EU)), and the United States (US).
Each intervention thanked the IMO and ICAQ for their efforts. They
also encouraged the IMO and ICAO to rapidly conclude their work,
and announced that they looked forward to the IMO and ICAO
reporting their resulits at SBSTA-14.

Additionally, Switzerland wanted the IMO and ICAO to take action to
reduce emissions, and thanked both bodies for allowing the UNFCCC
to attend their meetings in observer status.

France, speaking for the European Union (EU), stated that GHG
emissions from international transportation are really important to the
overall agreement. They urged IMO and ICAO to complete their work
and implement actions to reduce emissions at least by 2001. They
also urged Parties to ensure their delegations, to all international
bodies dealing with climate change, coordinate closely.

The US intervention is at attached. The US supported the work of the
IMO and |ICAO and encouraged others to work with them to develop
concrete plans of action. Like the EU, the US urged Parties to ensure
their delegations to the FCCC, ICAO and IMO coordinate closely on
climate change activities. The US stated that it looked forward to the
discussions to be held as precursors to decision on concrete
emission reductions.

The Secretariat closed discussion and referred this item back to IMO
and ICAO. He directed them to complete their work so that the
parties can consider their plan of action at SBSTA-14. The
Secretariat stated that GHG emissions from international transport
(Bunkers) would be an agenda item at SBSTA-14.

D. Peters, 12 Sep 2000, 1. ATCH. Starement of the US of A, SBSTA-13, Agenda Item 9(d), Other Matters
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CONTACT GROUPS AND INFORMAL MEETINGS

HIGBLIGHTS FROM FCCC SB-13

CEF: Partics cngaged i an informal question-and-answer
TUESDAY, 12 SEPTEMBER 2000 session with the GEF CbaivCEQ, Mohamed El-Ashry.

The Subsidiary Body for Implementation. (SBT) convened in . s . e .
the raogming to consider the veaue of COP-7, administrative and ifg;":;;spl o K;l:;fs-‘; ;;?.TE‘ on the :_fgs:x&;? :::2:?“5
firancial matters, Aroex [ and non-Axinex I communicasions,and Lo prove the responsiveness ofthe i mupl, emenring agencies. He

financial mechani i i " g
e Tl e Ly by i
financial mechanism. Conract groups convened on; poficies and ance reczwd.,frm-n the COP. On questuons about whether the GEF
measures: compliance; the methaniams; technology tranafer, might reconsiderits current focus on minganon projects in favor of
addverac effects; land use, land-usc chenge and foresury ! other areas such as adaptation once the CDMis iotroduced, El-
(LULUCEY, and guidelines under Protacol Anticles § (method- Ashry noted the limited guidance provided by the COP 5 adapua-
ological issues), 7 (communicatian of information) and 8 (review Son acovifies and added that the specifics of the CDM had yet (0
be decided, However, he sssured Parties that the GEF would avoid

of information). duplication. El-Ashry ssid Paries should compruricate their
f concerns 30 that any problems can be addressed.
COP-7 VENUE: The SBI adopted a draft decision to be FINANCIAL MECHANISM: Deegates met in ioformal

submitted to COP-5 accepting Maroeco's offer to host COP-7. consulations to consider s proposed dnaft decisiop submitted by
ADMINTSTRATIVE AND FINANCIAL MATTERS: On  theG-77/China contiining additional guidance to the operating
implementation of the hesdquarters agreement, SBI Chair Ashe entity of the financial mechanism. The PHILIPPINES, speaking
recalled conearns relating to adequate office space andacquiring  forthe G-77/CHINA, outlined the proposal, gimed atintegraing
visas and work permits. GERMANY said progress had been made decisions that refef to the GEF's actvides. SBI Chair Ashe said
(o resolve these issues, and a reporv will be presented at COP-6. discussions would continue this week, with 8 view to elaborating
On the Secretariat's report on the audited financial report final text 221 COP-5,
(1999) and interim financial performance (2000), FCCC Exccutive POLICIES AND MEASURES (P&Ms): Delegates cansid-
Secrwtary Cutajar reported that the FCCC and CCD Secretariats ered text on clements for 8 draft decisian on “best practices™ in
would extablish 2 common administrative sevice, and a repont P&Ms. Text proposed by the US acknovdedging campletion of the
would be made availsble at COP-S. The SBI agreed to defer BAPA requirements on P&Ma was sccepied. On continuing infor-
consideration of possible optiona to respond to late payments of mation exchange. delegates discussed revised text proposed by the
conmibusions 1o COP-6. US o “considering ways™ to faciliwte cogperstion on P&Ms
ANNEX ] COMMUNICATIONS: Participants considercd  under Articte 2.1(b) (cooperatian on P&Ms). The G-77/CHINA
the report on naticnal greenhouse gat inventory data from Annex | proposed bracketing reference to sub-paragraphs 1 and b. VENE-
Pacties for 1990-1998, ARGENTINA noted successful messures  ZUELA, oppased by the US and CAN ADA, included reference to
undertiken by the UK and Germany (o reduce emissians and high- Protocol Asticle 2.3 (adverse effects of P&M), The G-7T7/CHINA,
lighted contiming cissions increases in the US. He said Annex ] opposed by CANADA and JAPAN, urged limiting the scope of the
commitments must be met. The EU expressed sariafaction withthe decision to Annex | Partics. The EU, opposed by CANADA.
auenber of Annex ] Parties using the new reporting formac. He JAPAN and AUSTRALIA, emphasized the establishment of 3

noted with concerd the continuing emissions increases in some consultative prucess to ensure contnuity of information exchange.
counties. On the nagure of future activities, CANADA, the USand
NON-ANNEX1 COMMUNICATIONS: URUGUAY JAPAN, opposed by the EU, proposed reference o “funure work”

thanked the GEF for its assiqance. On the role of the Consulmtive rather than “consultative process.” JAPAN and AUSTRALIA

Group of Experts (CGE), KENYA and VANUATU drew attention  highlighted information exchange on czoss-sectortl issues.

b the fipancial thardall facing the CGE. The PHILIPPINES said PROTOCOL ARTICLES 5, 7 & 8: Co-Chair Plume distib-

there had been a wase of resources in telarion to the CGE, and uted revised draft conclusions, noting that they do not specify

called for a review of its terms of reference. CHINA urged Anaex whether separate decisions will be taken at COP-6 on the guide-

1 countries to providz adequate financial support to CGE. TheUs linesunder Articles 5,7 and 8. She highlighted the proposal that an

said many Parties regarded the CGE &s a useful group, and informal consultation on the marters be held. On the draft decision

supported its activities. texx on Article 5.2 for COP-5 and that for COP/MOP-1, SAUDI
ARABIA, supporved by TUVALU. PERU, CHINA and BRAZIL,
and opposcd by the US and NEW ZEALAND, suggested deleting
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references o activities under Prowcol Article 3.3 and 3.4 atthis
s1age. as outstanding issues are being considered in the LULUCF

group.

Delegates then discussed Part I of the guidefines under Article
8. SAUDI ARABIA highlighted the G-T7/CHINA'S inability to
paricipate fully ia discussions, and added that taxt should be open
for camment later on. Delegates commented both on strucrural
issucs and on more speific issues, placing brackets on many para-
gaphs. .

COMPLIANCE: The G-77/CHINA stressed the need for
equitable geographic distribution in the compliance commirnee.
She proposed 1oxt referencing common but differentiated respansi-
bility and syggested differentiation between Annex ] and non-
Anpex I Parties. The US, with CANADA, AUSTRALIA and NEW
ZEALAND, suggested that where members from one branch
participate inthe wark of the other, itbeana nonsvoting basis.
SAUDI ARABIA. with VENEZUELA. CHINA and QATAR, said
the enforcement branch's mandare should include determination of
whether an Annex I Party is in non-compliance with FCCC Article
3.14 (adversa cffects). With the RUSSIAN FEDERATION and

. VENEZUELA, but oppased by CANADA, AUSTRALIA and
NEW ZEAILAND, he supporied text referencing Protocol Article
18 (non-compliance) inthe establishment of the compliance
commitee. The EU, with JAPAN, CANADA. NEW ZEALAND,
AUSTRALIA and the US, recommended that the optons on the
compliance commites’ s camposition be kept open. With JAPAN
and CANADA. she said the enforcement branch should be able to
imposs facilimtive consequenices. The RUSSIAN FEDERATION
suggested text referencing FCCC Artiele 4.6 (Rexibiliry for EITs).

MECHANISMS: Delegates cominued discussing the consoli-
dared text. On the draft decision on the CDM, JAPAN said any
requirements on financial addidonality should mot resultin diver-
sion of ODA. The US emphasized that revisions to the modalities,
procedures and guidelines be made by conseasus. The G-77/
CHINA highlighred the need to distinguish between additionality
and baselines. and underlined reference to funding additonslity.
The EU, apposed by the G-77/CHINA, proposed that the COP
{nvire the IPCC to prepare guidelines for baselines. Onthe Ccop/
MOP rules, NORWAY and the US emphasized that insttutional
responsibilities be part of the COP-§ decision.

On the Excutive Board (EB), NORWAY, CANADA, JAPAN
and the US, opposcd by the G-77/CHINA, highlighted a role for the
EB in determining new baselinc and monitoring methodologies.
The G-77/CHINA cxpressed concerm that tha EB has been gaining
at the cost of the COP/MOP. On aceredicnian, BRAZIL supgesed
replacing a reference 1o the accreditation body with the EB. SAUDI
ARABIA highlighted the COP/MOP as the supreme authonity.

On designated operstional enttles, the REPUBLIC OF
KOREA, apposed by NORWAY, introduced 3 referenca 1
conflict of interest On paricipation, Partics disagreed on the need
for text relating 1o; projects proposed, developed, financed and
implemented by non-Annex1 countries; condinons on ron-Annex §
participation such as the fulfillment of comuitments under FCCC
Article 12 (communication of information). and cerain eligibility
criveria for ransfers and acquisitions under Protocol Article 3
(commimments). .

TECHNOLOGY TRANSFER: The contict group met to
consider the Co-Chairs’ draft text on a framework for meaningful
and effective actiona 10 enhance the implementarion of FCCC
Article 4.5 (davelopment and transfer of technology).

On Purpotes, the G-77/CHINA proposed specifying that the
text shall serve as a framework forimplementation of FCCC
Article 4.5 commitments, and siressed that the extent 10 which
developing counries can implement their cornmitments under the
FCCC depended on effecuve participation by devcloped countrien
SWITZERLAND said it should enhance implemenution of Artcle
4.5 by incrensing the flow of environmenmlly-sound technologies.

On the Overal) Approach, the G-77/CHINA proposed Agenda
21 language on technology ransfer, while the US preferred

from ECCC Article 4.5. SWITZERLAND objecied o a
US propoeal to deletethe term “equitshle™ in describing the process
of technology transfer. given the diversity of characteristics of
developing countries and regions. On market-driven approaches.
EL SAL VADOR stressed the need to reflect the involvement of
governments,

ADVERSE EFFECTS: Partcipan®s met fo cansider the
revised draft text on FCCC Article 4.8 and 4.9 and Protocal Article
1.14. On text relating to the provisioa of information by least devel-
oped countries (LDCs) through sources other than national
commumications. the G-T7/CHINA stressed thar many developing
countiies had difficulties completing their national commumica-
tions, and that other relevant information should also serve as the
basis for determining theiradaptation activities. The EXJ. supported
by the US, CANADA and JAPAN, stressed the importancs of the
patonal communications process, and highlighted the recognition
of the special nceds and circumstances of LDCs inthe FCCC.
VANUATU, on behalf of the LDCs, cited marginalization in the
process, and requested that ther special needg be considered.
BURKINA FASO underscared the importence of extablishing and
streogthening national and regional instirutions for, inter alia,
research on climate change and its adverse effects,

LULUCF: BRAZIL, for the G-T7/CHINA, presented basic
principles far Protocol Article 3.3 and 3.4 (additianal activities).
He said thav, infer alia; activities should not change the Protocol’s
global climate change mitigation effect: forest conservarion snd
rehabilitation of degraded lands shoutd be recognized 45 adaptation
activities and receive a share of the mechanisms’ proceedst 2
transfer of cammitments to & fuwre commitment period should not
be allowed; carbon removed through LULUCF activities shall be
considered temporary; and the simple presence of carbon stocks in
parional reservoirs shall not result in credits ia line with Article 5.2.

In response o the presenation, NEW ZEALAND called for
consistency with Protocol language, and sxid the issue of share of
proceeds for adaptation should be addressed later, and elsewhers.
The US noted that jssues of permanence will be addressed in
Annex [ countries because of inventory requirements, BOLIVIA
called for an operational link o the COM. .

Co-Chair Gwage said the principles outlined by the G-77/China
would provide the basis for 8 preamble for a decision on Article 3.3
and 3.4, The US commented that several paragraphs of the text
addressed Article 12 mote directly than Asticle 3.3 mnd 14

THINGS TO LOOK FOR TODAY

Informal meetings and contact groups are scheduled 1o take
place throughout the day ta cootinue the week's discussions on
drafl texts proposed by group Chairs.

ADVERSE EFFECTS: This group will meetat 10:00am in
Amphitheatre.

ARTICLES &, 7 & 8: This meetiug is taking place at 10:00 am
in Salon Pasieur.

TECBNOLOGY TRANSFER: This group will comrvene at
3:00 pm in Salon Pasteur.

CAPACITY BUILDING: This meeting will canvene at 3 :00
pm in Amphithestre,

LULUCEF: This groaup will mectin Amphitheatre at 5:00 pm.

P&Ms: The group will coovene a2 5:00 pm in Rhone2,

FINANCIAL MECHANISM: This informal meeting lo
discuss text proposed by the G-77/China is widng place 217:00 pm
in Rhone 1. )

MECHANISMS: This group is to mert at 8:00 pm in Audito-
rium Lumiere.

TATAl PAGE(S)Y 11

TOTAL F.11
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14 September 2000
To: Pleasc See Attached List
-
From: USDEL/Lyon, Mark G. Hambyy/
Subject: SB13, Update No. 14 for Thursday, 14 September 2000 _

Attached is an edited unofficial and informal report on events at the 13™ Sessions
of the Subsidiary Bodies of the UN Framework Convention on Climate Change (SB13)
that are meeting in Lyon between September 4-1S, 2000. A copy of the Earth
Negotiations Bulletin covering activities on September 13 is included with this report.

Although unclassified, this report is intended for the information of the addressees
only.
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Update No. 14 (9/14/00)

Thursday, 14 September 2000

SB13, Update No. 14: Anxiety Increases over Fate of Mechanisms Text; G-77
Indicates its “Frustration” with Progress Thus Far despite Movement on Capacity
Building

Atmospherics

Anxiety increased on September 13 with a serious confrontation during the late
night mechanisms’ working group between several key G-77/China representatives and
Chairman Chow Kok Kee. This ended up effectively stopping the discussion which then
continued on Septcrnber 14 (Thursday).

At a Thursday meeting with the chairs of the Subsidiary Bedy on Implemecntation
(John Ashe) and of the Subsidiary yBody Meeting on Scientific and Technological
Advice (Harold Dovland), representatives of major groups outlined their impressions of
developments during this session. At this meeting, the G-77/China spokesman (Nigeria)
indicated that his group is “frustrated” by the progress thus far, noting that the
mechanisms are advancing while key developing couatry issues are not. The U.S., EU,
France, Australia, and Japan all conveyed a differing impression. In any case, quiet oft-
line work between the G-77 and Annex I tepresentatives appears to moving capacity
building towards a conclusion at this meeting.

Heads of Delegation Mcet the Chairs

At a Septernber 14 (Thursday) meeting with the chairs of the SBI and SBSTA,
govemnments representing various groups were asked for their views on devclopments
over the past 12 days. Nigetia, speaking for the G-77/China, said in ap unusually short
statement that his group is “frustrated” with the situation. He complained that, while
there is progress on the mechanisms, there has been little or none on areas of key concern
to hig group.

The BU and Japan all spoke of concern about the mechanisms text (or lack
thereof) but indicated there has been progress in other areas. The U.S. cited three levels
of progress: (a) those issues where there has been substantial progress; (b) those where
there has been satisfactory progress in that there are bracketed but negotiable texts (such
as policies and measures, sinks, Articles 4.8/4/9/3.14; and compliance); and those where
there has been disappointing progress (such as technology transfer and the mechanisms).
The U.S. noted that in technology transfer, the situation had detcriorated over the past
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week and perhaps could be improved; in the case of the mechanisms, he said that there is
real concern that there will not be a text emerging that is user-friendly or workable.

Samoa indicated that he saw a process of graduated progress and noted the
importance of obtajning cveryone’s cooperation in bringing forward texts. He also
applauded off-line work. This judicious statement provoked a sharp retort from Nigeria
who indicated that it is the G-77/China position that the group is “frustrated” with
progress, despite what the Samoan representative suggested. The Samoan responded that
he is supportive of the G-77/China asscssment, although he still applauded the good otf-
line work that was being helptul to the process. -

JUSCANZ and WEOG Meetings

A perfunctory meeting was held by JUSCANZ on September 14. We have
nothing substantive to report.

At 8 September 14 meeting of WEOG, Swedish chair tried to defend his handling
of the Bureau guestion involving the extension of the chairs of SB1 and SBSTA for an
unprecented year in office. He also proposed e reordering of the rotation of WEOG
chairs for the UNFCCC process, citing problems in getting accurate information from
Ncw York on this question. Please see the attached report.

New Twist from the G-77/China

We were informed by the SBI chair late on Septcmber 13 that the G-77 wishes to
change the decision on the work program at COP6 adopted at the June meetings of the
subsidiary bodies. The G-77 now wants 10 adopt the agenda on the opening day of the
two week session (November 13). It had been decided in June that only the President of
the Conference (Jan Propk of the Nctherlands) would be elected on the first day; the
Parties will then resume the sessions of SB13 until the following Monday (November 20)
when the COP6 will resurne, beginning with the adoption of the agenda. The reason
behind this proposal is apparcntly concemn that the U.S. will introduce an issue of
developing countrics into the play. It is not clear how the G-77 will attempt to handlc the
question of Article 4.2(a) and (b) on the second review of adequacy of commitments
which hag been held over since COP-5 without resolution (and with an annotated request
from the G-77 that this item be amended to focus only on present commitments, L.e.,
thoge for Annex T Parties).

This issue was raised but not discussed at the meeting with Ashe and Dovland on
September 14. 1t would havc to be approved by the SBI on Friday (September 15) if it1s
to take effect. There are indications that geveral Annex [ Partics would need additional
consultation before pressing ahead with this change.
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Sandalow Visit Going Well

OES Assistant Secrctary David Sandalow is visiting Lyon on September 13/14.
He has held s round of consultations with the Secretariat and other government officials,
as well as with business and environmental NGOs. He will also be holding a press
conference later on September 14. Details of the various meetings will be provided via a
separate channel.

Specific Issues

Following are some details on the status of specific issues. We are including with
this report copies of the latest edition of the Earth Negotiations Bulletin that provides
some of the deteils for the mectings on Septemnber 13.

Mechanisms ((JT, International Emissions Trading, and the Clean Development
Mechapism (CDM)): Please see the attached, more detailed report. Chairman Chow’s
plans to complete the run through on the text for the CDM were aborted late Wednesday
evening (September 14). When he said he had questions that he would like to pose on
sinks and the share of proceeds, Brazil indicated that the G-77 has problems with
discussion of the long-term impacts of sinks and requested that these references in the
text be bracketed. China, India, the Philippines, Saudi Arabia, and Brazil all indicated
that anything referring to sinks in Article 12 had to reflect the principles introduced in the
LULUCF discussions. Chow, attempting to kecp the discussion going, then attempted to
cast these points in the form of questions, s well. However, he was once more rebutfed
by Brazil. The umbrella spoke up in support of Chairman Chow to indicate that the
discussion should continue. However, the atmosphiere was sufficiently sour by this point,
that further discugsion was not possible.

On September 14, discussion is slated to resume on cmissions trading and the
tegistrics. According to reports, Chow then intends to place key passages into bold
Jettering and send the long text (now more than the 142 pages it started out the session
with) o the UN translators. The text in bold will be turned into the general negotiating
text. This was the procedure followed at Kyoto with some success. However, the
mechanisms are more complicated. Ttis not clear whether this approach will work or
whether it will be acceptablc to all Parties, We and others have endeavored to impress
upon Chow the importance of having a workable document by COP6. The mechanisms
workshop in New Delhi was intended to help preserve this, but many do not expect this
meeting to be as effective as initially planned.

Compliance: A run through of the remainder of the text was completed on September
14. Much of the offensive material (promulgated by the Saudis and others) that had been
removed by the co-chairs was placed back into the text. Discnssion will continue,
although this group is clcarly preparing to wrap up the bracketed decision text it intends
to forward for consideration at The Hagues.
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Land Use and Land Use Change and Forestry (LULUCF aka sinks): The proposed
chapeau language being promoted by Brazil was nat discussed on Septernber 13. Instead,
some substantive points were addressed. There was remarkable convergence on the
dcfinition of forests. The group also discussed the accounting provisions and various
areas proposcd for inclusion in Article 3.4, More controversial areas arc expected to be
discussed on Scptember 14.

Technology Transfer: Another sluggish session for two hours, The group never got
into substantive discussion. A framework text is expected, with a strong, G-77
component that may include Saudi demands for stated fundings (in billions of dollars)
that are to be used for tech transfer in the future. It has been reported that the Philippine
delegate is proposing that progress on the mechanisms be slowed in response to the lack
of movement on technology transter (sic).

Capacity Building: The brightest spot at the moment in the calendar of issues, we are
working off-line with countries to work out acceptable decisions for both the section on
developing countrics and the one on economies in transition. Whether this coalition of
good will can hold until the Friday closing session is an open question. However, it
appears at least possible that this issue will be sufficiently addressed at this meeting to
obviate the need for additional meetings by the contact group in The Haguc. However,
this will depend on continued cooperation by the Saudis and the Philippines, especially.

Policies and Measures (PAMs): Please sec the attached, detailed repont. Work has
been finished on a heavily bracketed decision text. One sticking point is how the
characterize the nature of information sharing. Also, we nced clarifications on what the
EU means by 4 process designed to show demonstrable progress.

Convention Articles 5/7/&8: No significant changes to report. Work on Aurticle 8 for tis
session has been largely completed. The co-chairs are now to reorganize the text. On
September 14, additional discussion on the national communications aspects will be be
conducted.

Convention Articles 4.8, 4.9 and Protocol Article 3.14 (Adaptation and
Compensation) or Impacts of Climate Change and Adverse Impacts of Response
Measures: Thercwasa difticult meeting on Scptember 14 dealing with adaptation. One
difficult issue that is cmerging is the inaccurate impression on the part of the G-77/China
that all extreme weather events are caused by greenhousc gas emissions. On Scptember
14, debate will resume, most likely on Protocol Article 3.14 with reference to reaction to

response measures by Annex II Parties. Compensation should figure in this discussion.

The Global Environment Facility (the GEF): A contact group under John Ashe has
been formed to deal with this issue which has arisen in scveral different areas. The EU
mishandled the debate by stating that it had problems with the preamble of a G-77/text on
this topic and then not having any comment to make when pressed for details.

Activities Tmplemented Jointly: No change from earlier reporting.
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Greenhouse Gas Emissions from International Trans
No change from Update No. 13.
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portation (Bunkers):

Impact of Single Projects: No change from Update No. 13
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WEOQG—14 September 2000
Jack Schick

Ambassador Kjellen suggested that WEOQG' s position not to make a second recommendation for
the Bureau clections continue pending clanitication of the rules for extension of persons already
serving such as John Asbe of Antjgua/Barbuda and Al-Saban of Saudi Arabia. WEOGO will take
up the matter again at COP 6. No WEQG member objected.

KjeDen reported on his consultation with COP 6 President Szyszko. which was also attended by
Burkina Faso (African Group), Poland, Russia, and Saudi Arabia (Asian Group) but not
GRULAC (Latin America). Asian Group bas not actually recommended Al-Saban because it
does not mect until Friday. Africa Group did confirm its recommendation of Philip Waga of
Nigeria. Kjellen made clear that WEOG will not have a second recommendation until COP 6 but
extension of the ¢urrent Co-chairs of the Subsidiary Bodies is reasonable. Atthat, Szyszko had to
leave. So. the issue is ctill in his hands.

The UK lamented that, in effect, the Ashe candidacy signals that we have made rules to be
broken.

Germany brought up an issue (origins unciear) that the duration of office for the new Bureau anly
last until the end of COP 6. According to him, COP 6 President Pronk would be prepared to step
down. Ambassador Kjellen quickly stated that it is not in WEOGQG"s interest to have Pronk step
down. New Zealand joined in to say that this issue s inappropniate for this late stage before COP
6 and would averload the end of session for COP 6, which will have major substantive issues to
resolve al that point.

Ambassador Kjellen floated a propesal for considcration by “foreign offices” that the WEOG
chair be rotated on & 3.month basis rather than the current 1-month practice (atached). Itis casy
enough for the New York WEOG to switch every month, but he argued for the FCCC
arrangoment to be autonomous because the FCCC is on a different schedule. In addition, he
mentioned that Switzerland may be the next WEQG chair for October but is only an observer of
WEOG, Turkey would be next for Octoher but is not a signatory 1 the FCCC. Given these
uncertainties, Germnany may be the next chair but sincc We do not mext again until CQOP 6,
Germany will be chair of WEOG at COP 6.

As an historical footnote, New Zealand observed that WEOG cxists only for Bureau elections.
Substantive matters arc taken up in the Common Interest Group, which is why that Group was
formcd.
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Swedish proposal for WEOG - chairmanship/climate

Keep the normal order 2000, change to three mouths year 2001.

2001

Jan - March

April - June

July - September
October - December

2002

Jan - March

April - June

July - September
October - December

2003

Jan - March

Aprll - June

July - September
October - December

Australia
Austria

Belgium
Canada

Denmark
Finland
France
Germany

Greece
Iceland
Treland
Italy

r.o-

etc.
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Policies & Measurcs Contact Group, 9/12/00 snd 9/13/00
Green

The contact group’s discussion of operative paragraphs of the co-chairs’ draft text was
generally amicable, and was implemented through real-time electronic editing of a text
projected for viewing by all de]cgates. Both the EU and the G77/China provided written
proposed revisions. The U.S. introduced a retitling of the dreft decision to put the focus
squarely on decision 8/CP.4 and Article 2.1(b). achieved consensus on our introduction
of a paragraph deciding that the relevant tasks under 8/CP .4 have been completed, and
introduced language to reflect that any further work would represent preparatory work
enebling consideration by the COP/MoP. Support from Canada and Japan has been
strong on, in particular, the first two of these points.

Although the group as a whole did not address the perambulatory text, Japan called for
deletion of the first such paragraph, which attempted to establish links to other areas,
including FCCC Axticles 4.8 and 4.9. The revised text proposed by the G77/China
introduced many references to both FCCC 4.8/4.9 and KP 3.14, as well as references
designed to keep the focus on actions by Annex 1 Parties. Interestingly, EU members
have not appeared to share UG members’ strong concerns about these atternpted links.

France and the Netherlands, who are working this issuc on behalf of the EU, have
identified their key objectives 8s P&M-based demanstrable progress and some ongoing
process and repository for P&M-related information. We and other UG members have
held to the view that any discussion of demonstrable progress should be through the
broader discussion of Asticles S, 7, and 8. Noting that the relevant tasks of 8/CP.4 are
complete, we have expressed 2 willingness to discuss further preparatory work.

However, we have cxpressed strong reservations about the EU’s interest in 3 permanent
process, in particular 2 “consultative process” for such work. We have indiceted the nccd
for further definition of the details that would bound this future work, but have remained
noncomymittal on specifics.

Bracketing of text became most intense as the contact group reached the paragraphs that
attempted to definc the future work. The U.S. argued for deletion of much of the text on
the grounds that it addressed topics (i.e., detnonstrable progress, UNFCCC 48/49,KP 7)
outside the group’s scope and was repetitious. Saudi Arabia argued for the evaluation of
“gl] impacts™ of P&Ms, and tried to bait the EU on fuel taxes. Saudia Arabia also caused
delay during the discussion of collaboration with other international orgapizations,
demanding specific references to OPEC. Hungary and France, supported by the U.S.,
argued for more general language and a deletion of all specific references.

The autcome of these contact group meetings was a heavily bracketed text to be taken up
during the second half of SBSTA13, at which time the perambulatory language will also
need to be addressed. The co-chairs exhorted Parties to work bilaterally between now
and then toward the resolution of as much text as possible. The U.S. is under some
pressure from the EU to provide specific suggestions regarding acceptable future work.
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Updatc on the Mechanisms Cotitact Group - September 13, 2000 /

As of Tuesday, September 12, we have made slow progress on the Chair's Text, primarily due to lengthy discussions of
conccptual issues and interventions to add new malerial or modifications to the document. Consideration of Article & on
Joint Implementation finished up with a flurry on supplementarity and the other appendices.  While Russia reiterated the
Umbrella Group's opposition to quantified restrictions on the nse of the mechanixms, but made an overture fo the Swiss
on theiz suggestion to look at qualitative aspects. The Philippines tried 1o make a link to the “demonstrable progress’
issue in Article 3.2 in that it depends on Annex B countries’ level of domestic sction. Capada intervened to counter this
notion of a linkage and emphasized that Annex B countries will likely take steps at home for good environmenta! and
sconomic reasons. The copversation briefly touched upon assessing each mechanism the “'share of the proceeds,” which

Poland stressed had no application to Article 6.

The last two sessions have been devoted to the text on Article 12 on the CDM and wo will resume our discussions this
evening. One of the major issues has been the “prompt sart” of the CDM or as some delegates have referred to it:
“ypterim” CDM. Australia and France, on behalf of the EU, highlighted their submissions with Australia pointing to the
need for providing certainty to potcntial invustors and the EU describing their “positive list” approach. Ths Philippines
expressed their skepticism over the legal basis of a “prompt stare’ and questioned whether decisions to eswblish the
CDM institutions early should drive the “nature and scope”of the CDM. Canada also mentioned that it bad a propasal
that it would submit, but that the intent was to achicve the two-fold objective of the CDM (sustainable dev. and Annex B
compliance). In an unusually helpful comment, Bolivia spoke out strongly against the “positive list" because it excludes
sinks projects as did Saudi Arabia but for ditferent reasons. Saudi Arsbia stressed that no sector should be left behing,
with the exception of nuclear energy projects which could have harmful transboundary impacts. He also mentioned that
perhaps we could expund and re-negotiate the Activitics Implemented Jointly (AIJ) pilot phase to accommodate
doveleping country concems and let that operacw in any interim period before the CDM starts (AFTER the Protocol’s
cntry-into-force). Invegestingly, South Africa suggested that the Group may wish to consider a separgate decision to creare
an “interim” CDM and lcave out references in the current Chair’s text. He did not respond directly on the positive list
isgue except o note that the Chair was correct in saying thet a listis e list (i.c., either you have a list of eligible projects
or you don't — responding to the Saudis’ caveatcd approach). Several Umbrella countries, including the U.S,, intervencd
to oppose the positive list Brazil put down a marker that the AL issuc must be Kept separate as a Convention matter,
was also cautious but supportive of a “‘prompt slart,” as long as il tha necessary institutions were in place, and opposed
the “‘positive list” approach.

Bcfore moving to the operative scclions of the CDM decision text, a short discnssion on the principles of additionality ‘
and general maners related to baselines were discussed. Japan sucssed that only “environmental” additionality should
martter and that public monsy ghould be able to be used to fund CDM pmjects (i.e., no “financial” additionality). India
commented that all forms of additionality in the Chalr's text were necessary to prevent the introduction of “anyway”
tons into the system. France took the opportunity to ingoduce the EU proposal to involve the IPCC in the developmient
of baselines which met with sharp criticiam from India, China, Saudi Arabia and Brazil. Norway suggested brackeling
the proposal as it was still considering the most appropriate approach to establishing baseline methoedologies. —
Discussion of the role of the COP/MOP in the CDM revealed tendencies toward significant involvement (c.g., position
of Sandi Arabia) and a more limited, policy-driven role (.8, the Umbrella Group). Regarding the role of the Executive
Baard, intercstingly, Samoa added Janguage that would limit the participation of observers to the EB’s proceedings to
“invited” participants which would scem to contradict most NGO views on a completely open process. The U.S. used
the opportunity to explain ils new two-siep approach to baselines (performance threshold+CER calculation) intcrmé of
what the role of the EB would be in cvaluating and appraving new and first-of-kind basclines. After brief discussions of
acercditation and opcrational catities. a larpe portion of the discussion focused on participation and eligibility issaes. A
number of non-Annex [ Parties intervened to request the deletion of eligibility requirements for their participaton but

" added clements for Annex | invalvement. A broad croks-scction of countries supported deleting rcferences Lo non-
compliance or the compliance bedy (&, Brazjl. Japan, Samoa) while sthers sought 10 retain them (e.g., [ndiz and Saud;
Arabia). The U.5. described o pew approach that has besn paining ground among Annex 1 Parties that would cawablish a
time to review whether they had the proper infrastructure for the mechanisms (not just CDM) such as a regiatry and
pational systen, but that such a perind would be fixed so that Jack of action by a compliance body would not prevent a

Part wody-from participating. Some countrics reucted negatively, including Samoa, who wantad a positive atfumetion of
compliance with the “infrastructure” requircments. Bofore the end of the scasion, India (on behalf of Tndia) intarvensd
1o reiterate the impartanco of the “nature and scope” of the CDM. the need for equity in all aspects of the CDM.,
including inatitudonal bodics, and the relationship of CERs to assigned amounts (i.e., quitc scpurate).
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HIGHLIGHTS FROM FCCC SB-13 projects, which supparted the concept of learning by deing. The
WEDNESDAY, 13 SEPTEMBER 2000 G-TI/CHINA preferred wext an immediat implementtion of
Cemtact groups met tt haut the day to consider: adverse adapution ectivitics where sufficient information is available.

_ . , On exmblishing a fund for climate-related disaster relief, th
effects; tachnology transfer, capacity building; 1and use, land-use - % e G . the
Fbamas sad foresry (LULUCE, policies and measures; the mech- £U caudoned against duplicating other arganizations” work. With

e by : : the US, he highlighted that such-a fusd could add complexity to
anisms; and guidelines under Protocol Amicles S (methodological e .  add complexaty
;asues). 7 ( g“m cation of information) and 8 (revi ofil?for- the provision of fundiag due to the dxﬁ’culty in disdnguishi og
mation). The Joiat Working Group on Campliance convened to berween natural and human-induced climate disasters.

continue discussions on the Co-Chairs’ text. Informal consulta- mﬂggg&‘ﬁ:mmg&‘g:: mﬁﬁ:ﬂd'

fians on guidance w the financial mechanism were also held. Overall Approsch in the draft eamework for meaningful amd

CONTACT GROUPS AND INF ORMAL MEETINGS effextive sctions to enhance implementation of ECCC Ardcle 4.5,
PROTOCOL ARTICLES 5.7 & &: Delegaies cmsiderad On Purposes, diverging views were expressed over whether the

draft SBSTA conclusions, On demonstrable progress. SAUDI framework “shall serve es the framework for™ or “enhance” Article

ARABIA, oppascd by the EU. proposed deledag the paragraph 4.5 implementsticm.

recagnizing the first narianal communication submiticd under Several Pasties objected to reference m “ state of the ant” tech-

Article 7.2, stressing that the approach was 100 namow. SWIT- nolopies. stating that those aco not always econcmically viable.

ZERLAND suggested compromise language that was sccepted by | APAN proposed refemingto sechnologies that are “suitabl ¢ to

the group. Delegates then cansidered Part 0 of the guidelines local needs,” while the EU suggested “techoclogies that are appro-

under Article 8. Under Idendfication and Classification of Prob-  priatetothe situartion in the respective couarry.”

lems by Expext Review Teams (ERTs), the US, opposed by the The REPUBLIC OF KOREA underscored the role of govern-

EU. proposed moving the section on classificarion, stessingthat  ments in providing g regulatory framewark for a market for ESTs.
ERT"s should identify rather than classify problems. On Timing. The G-7T7/CHINA stressed purting into context the role of govern-

the US suggested setting strict deadlines for submission of reports,  Fnents and the privite Sactor in fEMOVINg barriers and restrictions

bile lcaving broader issues flexible. On Reporting, the US to technology transfer.

posed integrating the paragraphs on stafs repons, individua) The US apposed the G-77/CHINA proposal to delete reference

ventary review reports and adjustment reponts into earlier 10 “Sategrated approaches™ to technology rransfer, Noring
sections. contnuing disagrecmeat over large pans of the text, CoChair

Partics sonsidered New Zealand's proposal on Part [ of the Cooper proposed preparing draft conclusions noting the decision

guidelines under Article 8. The G-77/CHINA proposed bracketing 10 continue deliberations during the secand half of SBSTA- 13.

the entire text. On the seope of the review, GERMANY suggested POLICIES AND MEASURES (P&Ms): Delegares

tha it coves cancellation of assigned amourt unite, including completcd disarssions on the elements for a draft decision on best

cancellation with respect 1o LULUCF. With SWITZERLAND, she practces in P2Mz. CANADA, the US, JAPAN and

asked why the sestion on reporting had been delcted Partiesalso  AUSTRALIA, apposed by the EU, urged bracketing all references

briefly considered text on the anaual compilation and accounting the -consulagtive process.” The US and JAPAN bracketed the

of emissions inventarics and assigned amounts. list of activiti s mizned atimproving the transpacen<y, effectiveness

ADVERSE EFFECTS: Partics continued deliberarions en and comparability of P&Ms. JAPAN and che US, opposed by the

Vulnerability and Adapration in the revised Co-Chairs” draft wxt EU and G-77/CHINA, advocated deleting the link between P&Ms

on FCCC Article 4.8 and 4.9. Delegates smressed that lack of agres-  20d demonstrable progress. JAPAN questioned nderence 1@

ment on the chapeau wauld have implications for discussions én measuring demanstrable progresa by means of criteria and quamti-

other paragraphs. CHINA underscored integrming adaptation into tative parameters. The G-77/CHINA and SAUDI ARABIA,

sustainablc development progyumimes, as this 1s the ulnnate abjes- opposed by CANADA and AUSTRALIA, proposed text on the

tive of the FCCC, but stressed theright of . sovercign state o need 1o minimize the adverac cffects of Annex I Parhes.

design its own national policies, The US cautioned against the Or the contributian of intematiopal ofganizations the

implications of this for GEF funding according 1o the three-siage  Process, the G-77/CHINA and SAUDI ARABIA urged specific

precess set out by decision 11/CP. 1. The FU, supported by the US  referenceto OPBEC. HUNGARY and the EU proposed reference 10

and CANADA., endorsed et on pilot and/or demonstration relevant inrrnational and intergovernmental organizanon’. The
US bracketed a request o the Sccretariat to arganize a workshop
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