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To: See Recipients” List

From: USDEL/Boun — Mark G. Hamb/

Subject: Periodic Update No. 1 from SB12 (Sunday/Monday, June 4/5)

This message transmits an unofficial and Informal report on events and

P.82-87

394

activities during the Twelfth Meetings of the subsidiary bodies to the United Nations

Pramework Convention on Climate Change (SB12) that are meeting in Bonn during
the June 5-16 timeframe, This message covers activities from Sunday, June 4, to
Monday, June 5. Also included for reference is a copy of the Barth Negotiations
Bulletin that provides a usefull scene setter through its description of some of the
workshops that have been held since the Fifth Conference of the Parties (COP-5) last
November.

Although unclassified, this repart is not intended to for use or circulation
outside the U.S. Government.
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SB12 Periodic Update No. 1: Informals Start in Pleasant Demeanor, with
‘ Pledges of Cooperation, and Calls for Action

JUN-05-2088 13:@8 DES/EGC

Atmospherics

"The work of the Twelfth Sessions of the Subsidiary Bodies of the UN
Framework Convention on Climate Change (or SB12 of the UNFCCC in climate
change jargon) started their work on June 5 in a mood 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 cited).

This first week’s work is something of an experiment, as it consists of a week
of Informal sessions without tranglation. 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 actua] 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 Friends of the Chair discussions on technology
transfer with a normal contact group. The delegate indicated that Dovland had stolen
‘ his thunder somewhat by his earlier suggestion that — for this week’s informals at least
—no contact group is envisioned. Dovland had also indicated that his “friends™
grouping is open to any country that wishes to pa:tici?ate.

Similar professional airs were evinced in the meetings of the contact group
that were 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 varions co-chairs when
circumstances dictate (i.c., if and when negotiations begin).

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

(a) 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 I responsibilities to strive to minimize adverse impacts.
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End Note) At the first June 5 session, the co-cheirs managed to avoid sericus
bloodletting over this issue by stating that there should first be a run through of
the three topics. Then, it could be decided at the end of tha 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 4.8/4.9)
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, Australia, Cenada, and others) to make suggestions as to
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 EU) stated that his group would nat 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 wamned 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 clements of a draft decision over
the next two weeks, Dovland said that he intends to expand the group into a
formal working group at an appropriate time in the future (he did not back down
following the G-77’s intervention on this point).

(c) Kyoto Mechanisms: Malaysia’s Chow Kok Kee will continue to chair this
important joint working group that meets for the first time on Monday afternoon.
A revised document is being made available, and a second workshop 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 additional consultation will be held on
Monday afternoon, prior to two “formal informal” sessions on June 6.
(Comment: It is clear that this work has been complicated by the draconian
proposals circulated by the EU. First reactions will probably not be given until
Tuesday, howeyer. End Cominent.)

(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 PAMSs discussion remain unclear.
At the March Copenhegen conference, the EU appeared to downplay its earlier
insistence on barmonization of various policies and measures. It is not clear if this
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suggestion was for tactical purposes only or if this is en indication of a new maod g
among our European colleagues. Q T\

(f) Articles 5/7/&8 (on methodologies, reporting and review): Once more, this
working group will be co-chaired by New Zealand and Brazil, The first meeting
on June 5 was devotcd mostly to process related issues, with a decision being
taken that Article 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 IPCC 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 afternoon of June 5.

(b) Capacity Building: Ashe noted that responsibility for this important issue will be
held by himself in the absence of his co-chair, Daniel Reifsnyder of the U.S. He
said that the he will hold consultations on the draft elements for a decision. 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. Several sessjons will
be held during this week in an effort to engure that these issucs 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 mecting in
Montebello, Quebec, in May. The main point of interest was the rather broadbased
concem expressed by colleagues about the EU’s compliance suggestions. These were
termed as “punitive” by Canada. Some Parties talked about the possibility and
timeliness of raising Article 4 “bubble” and related pirity concemns during the course
of this meeting. The U.S. was one Party that gignaled that serious consideration is
being given to this step. No one interposed any objection.

Several consuitations 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 June 5.

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

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

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

BODIESOF THE F RAMEWORK CONVENT ION
ON CLIMATE CHANGE ‘
: 5-16 JUNE 2000

The twelfth sassions of the subsidiary bodies (SB-12) of the
United Natlons Framework Convention on Climate Changs
(FCCC) will ke place from 12-16 Junc 2000 in Boon, Germany,
preceded by one week of informal meetings scheduled for 5-10
June. Delcgates to SB-12.and the ihformal meetings will work:
toward fulfilling the Buenos Aites Plan of Action (BAPA) adopted
ar the Fourth Conferencs of the Parties (COP-4) in November, o
1998, Under the BAPA, Partics set a two-ysar deadline for
steengthening FCCC implemeatation and preparing for the future
entry into foree of the Kyoto Protocol. The Sixth Conference of the
Parties (COP-6), scheduled to take place from 13-24 November
2000, in The Hague, the Netherlands, will mark the culmination of
this Two-year process. ) _

- SB-12 will focus on a range of technical and politcal issues
mimed at laying the foundations for negoti'adons on a comprehen-
sive agreement to be completed at COP-6. The Subsidiary Body
for Implementation (SBI) will consider 2 number of issues,
including naticnal communications and the financial mechanism.
¢ Subsidiary Body for Scientific'and Technological Advice
STA) will consider, inter aficr best practices in policies and
tures among Parties included in Anpex Ito the FCCC: land
use, land-use change and forestry; guidelines under Protocol Ani-
cles S (methedological isaues), 7 (communicatién of informarion)

and 8 (review of information); and the development and transfer of

technologles. SBSTA and SBU will jeintly consider the Protocal
mechanisms, implemenation of FCCC Article 4.8 and 4.9 and
martcrs relating to Article 3. 14 of the Protocol (adverse effects).
The joint §BI-SBSTA working group on complisnce under the
Protocel (T'WG) will resume work started during previous sessions
of the subsidiary bodies. In addition, the Intergavernmental Panel
on Climare, Change (IPCC) will present its recent scientific and
technical reports. .

INTERSESSIONAL HIGRLIGHTS ™ :
WORKSHOP ON COMPLIANCE UNDER THE KYOTO
PROTOCOL: The workshop an compliance under the Kyoto ’
Protocol was held from 1-3 March 2000 in Boan, Germany. The |
warkshop was designed 1o assist n developing elementa of proce-
dures and mechanisms rolating to a compliance system forin-
depth cansideration at forthcoming meetings of the TWG. Trwas

- organized by the FCCC Secretariat and the Co-Chairs afthe JWG.

Participants heard presentations and discussed various issues,
including: linkages between Articles 5,7 and 8 and the compliance
systam; institutional design; quicomes or conssquences of non-
compliance or potential non-compliance; general provisions; and a
framework. On the basis of discussions during the workshop, as

‘well aa their working paper resulting from consultations held in

Montreux in February, the Co-Chairs developed s text that will
help farm the basis for negotiations at SB-12. For more informa-
tion visit: http'.llwww.iisd.caldimate/copsltech_ws/compliancd
index.himl o :

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

. MEASURES: Two workshops on FCCC Anicle 4.8 and 4.9 were

held from 9-11 and 13-15 March 2000 in Bonn, Germany. They
were organized by the FCCC Secretariat and the Chairs of the
FCCC subsidiary bedies. The first workshop was held from 9-11
March té consider initial actions to mest the specific needs and
concerns of developing country Parties and the specific needs and
special situations of the least developed countries (LDCs) srising
from the adverse effccts of climate change, Participants heard

_ presentations and engaged in discussions on the adyerse effects of

olimats change on Food security, water resources, eConomic activi-
tics, coastel zones and human health. They also considered initial
actions related te funding, insurance and the transfer of technology
to maet the necds and circumstances of developing countries.
Other issues addressed included actions to: enhance capacity for
monitoring, Systematic observation and yulnerability assessment
in developing countrisg; build capacity in environmenml manage-
ment and integrated assessment; and identify adaptation options
and facilimte spproprista adaptation. - :

The second workshop was held from 13-15 March to consider
the impaot of the implementation of response measures {0 climate
change. Participants considared methodological approaches and
actions necessary under the FCCC relating to the impact of imple-
mentation of response measures on, infer alia, 1erms of wrade, inter-
national capitgl flaws and developmental efforts, in accordance
with ECCC Acticle 4.8 and 4.9 and in the light of mattcrs related o
Protocol Article 3.14 (adversc cfftcts). Participants also consid-
ered the nature, content and sources of information required,
procedures and modalities for the provision of information, and
actions needed. The specific needs and specisl situtions of LDCs
were alsa considered.
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“The Chairs of the FCCC subsidiary bodies produced 3 report
will pravide input for discussions on these {ssues at SB-12 and
13, tobeheld in June and September 2000 respectively. For
Pre information visit: hup://www iisd.ca/climate/cop6/tech_ws/
4.8%&4.9/index htm]
WORKSHOP ON ISSUES RELATED TO ARTICLES 5,7
& § OF THE KYOTO PROTOCOL: The workshop on issues
related to Protocol Articles 5 (methodolagical issucs), 7 {communi-
cation of information) and 8 (review of information) tock place
from 14-16 March 2000, in Bonn, Germany. Participants metin
three working groups to consider: guidelines for national systems
under Article 5.1; issues related 1o 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 alao agreed to:
use the FCCC reporting guidelines ¢n annual inventories and
natonal communications and the FCCC guidelines for the tech-
nical review of greenhouse gas inventories of Annex 1Partiedas a
basis for the development of guidclines; and aum for the early adop-
tian of these guidelines in order to facilitate preparations for the
implementation of the Protocol by Annex I Parties. For more infor-
mation visit: http://www.unfecec.i nVsessions/workshop/000314/ .
index.huml
PACIFIC ISLANDS CLIMATE CHANGE CONFER-
ENCE: This meeting was held fram 3-7 April 2000, in Rarotonga,
Cook Islands. The meeting was organizad by the South Pacific
Regional Environment Programme\(SPREP) in partnesship with
the National Tidal Facility, UNDF and the GEF, through the
cific Islands Climate Change Assistance Programme. Partici-
‘ts considered a variery of climaze change issues relevant 1o
cific Island States, including: current knowledge and under-.
standing of climate change and its impacts; scientific asposts of
climate change; vulnerability and adaptation; capaoity building;
stakcholder involvement; and country reports and experiences. For
roors information visit: http://erew.sprep.org.ws/whatsncw_ hmm
WORKSHOP ON BEST PRACTICES IN POLICIES AND
MEASURES: The Workshop on Best Practices in Policics and
Measures (P&Ms) under the FCCC was beld from 11-13 Apdl
2000 in Copenhagen, Denmark, The workshop sought to: clarify
the concapt of best practices in P&Ms; identify the criteria used by
countries to select, monitor and evaluate these practices; and cnable
countries to improve and ephance their reporting on best practice
P&Ms3. The meeting was co-sponsored by Deamark and France and
organized by the FCCC Secretariat in caoperation with the SBSTA’
Cheir. Participants met in teven working groups to discuss.
natiopal programmes; cross-cuting issues; indicators; method-
ological and institutional issues; and best practices in P&Ms o
address CO2 cmissions from energy supply, industry, transport,
household and commercial sectars, and emissions of non-CO2
gases from energy, industry, agriculture, forestry and waste, A
Chair’s repott of the workshop will be presented w SBSTA- 12, Far
more information visit; http://wwo tisd ca/climate/cap6/tech_ws/
policies/info. htm
EFIEA CLIMATE POLICY WORKSHOP "FROM
KYOTO TO THE HAGUE - EUROPEAN PERSPECTIVES
N MAKING THE KYOTO PROTOCOL WORK™: The
annd European Forum for Intemationsl Enviranmenual Assess
ent (EFIEA) Climats Workshop, "From Kyoro 10 the Hague -
Buropean Perspectives on Making the Kyoto Protocal Work," 100k
place from 18-19 April 2000, at the Royel Nethedands Academy of

Sciences in Amsterdam. It was sponsared by the Dutch National
Research Programme on Global Air Pollution and Cliraate Change.
The workshop simned to bring together stato-of-the-art scientific
information from European research that is relevant to the Buro-
pean Union (EU) and its member Statea in prepasing for COP-6,
and to enhance the policy relevance of climete-related research in
Europe. The workshop was divided into four thematic sessions:
Kyoto mechanisms, sinks, implementation issuea and European
international climate strategies/leadership. Regarding the mecha-
nismg, purticipants highlighted the potential beaefits of the use of
the mechanisms, while nating that there are sound reasons for
domestic action, On BU leadcrship, it was noted thatthe EU has a-
long-term vision and canintegrate climate change policy with other
issues. A number of participants urged the EU to'work o maintain
the environmental credibility of the Protocol. On implementation,

- it was noted that EU enlargement is not relevant o implementing

cxisting obligations under the Protocol. For more information visit:
hitp:/Avew lisd.ca/sd/EF[EAfindex html  *

CONFERENCE ON INNOVA.TIVE POLICY SOLU-
TIONS TO GLOBAL CLIMATE CHANGE: This conference,
co-hosted by the Pew Center on Global Climate Change and the
Royal Institute of International Affairs, took place from 25-26
April 2000 in Washingtan DC, USA. Participants considered inno-
varive policy measures being implemented by industrialized .
country governments and the privaze sactor. Conference lopics
included: common policy approaches, such as taxes, trading and
negotiated agreements; crosg-culting issues. including competi-
tivepess and trade; energy and oansport sector policies; and state
and local programmes. For more information wisit: heep//
www._pewelimate.org/forms/inoov_confhiml

16TH SESSION OF THE INTERGOVERNMENTAL .
PANEL ON CLIMATE CHANGE: This meeting took placg
from 1-8 May 2000, in Montreal, Canada. Participants considered
the [PCC prégramme and budget fof 2001-2003, the repart ofthe *
previous scssion, and progress reports an the [PCC's Third Assess- .
ment Report. They also approved new [PCC reports on’ Land Use,
Land-Use Change aad Forestry (LULUCF), Methodalogical and

' Technological issues in Technology Transfer; Emissions

Scenarios: and Good Practice Guidencee and Uncertaiaty Manage-
ment in National Greenhouse Gas Inventoties, For more informa-
tion visit; http://www.ipcc.ch/

THINGS TO LOOK FOR TODAY

_  INITIAL BRIEFING AND INFORMAL MEETINGS: An
initial biiefing for participants attending this week's informal
meetings will be held at 10:00 am. Ir will be followed by informal
mestings in parallel sessions on: Guidelinea wnder Protocel Arti-
cles 5, 7 and 8; and FCCC Article 4.8 and 4.9 and Protacol Asticle
3,14. These two meectings will coaclude at 1:00 pm and resume -
frora 7,00 pm — 9:00 pm. An informsl meeting on LULUCFanda |
session on the Protocol mechsnisms are both scheduled 1o begin at -’
1:00 prm. Consult the sanouncement board for further details. .

TOTAL P.G7
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TELEFAX

Date: Tuesday, 6 June 2000

UNCLASSIFIED
TO: Ms. Linda Catlett
FROM: USDEL/BONN - SB-12 (Climate Change) — Mark G. HMbM
Mark G. Hambley, FAX No. 49 228 269-8222, Room 104
' SUBJECT: Climate Change (SB12); Periodic Update No. 2 for
‘ Mondey/Tuesday, June 5-6, 2000

¢
¥

Attached is a copy of Update No. 2 from the climate change talks in Bonn. Please
distribute it to the artached list of addressees which I have updated (Thank you!). I
have also added two additional names.

I hope all is continuing well with you in Washington. I will not now be returning to
the office until June 22, as [ am going to represent David S. at Chatham House
conference on June 19-20. Can you draft a country clearance cable to London to othat
cffect? Many thanks. MGH
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6/6/00
List of Recipients for Pcriodic Reporting
from the 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 Broaoks Yeager 202 647-0217
State/OES  Povenmire/Hobgood 202 647-0217
State/L/OES Sue Biniaz/Evan Bloom 202 736-7115
OES/EGC  Dan Balzer ¢t al. 202 647-0191
Statc/OES Susan Gordorn/H.Kaufman 202 647-3970
State/HYOES Chris Mann 202 647-9667
State/G Nigel Purvis 202 647-0753
WH Roger Ballentine 202 456-1736
USAID Hales/Barrett 202 216-3174
WH/OSTP  Rosina Bierbaum 202 456-6025
. WH Ian Bowles 202 456-2710
Treasury Todd Stern 202 622-0073
Treasury Robert Crumby 202 622-2633
Commerce  Robert Festa 202 482-4636
Commerce  Dana Palmer 202 408-9674
WH/CEQ George Frampton 202 456-2710
WH/CCTF  David Gardiner 202 395-2311
WH/CCTF  Jobn Gibson 202 395-2342
Energy David Goldwyn 202 586-0861
WH/CEA Robert Lawrence 202 395-6958
Energy Margot Anderson 202 586-3047
WH/OVP Michael Orfini 202 456-9500
EPA Robert Petciaspcpe/I Bale 202 260-5155
Energy Dan Reicher 202 586-9260
EPA Bill White 202 260-4852
EPA Brian McLean 202 565-2141
EPA Dina Kruger 202 565-2077
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6 June 2000
To: See Recipients’ List
From: USDEL/Bons — 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 Twelfith 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 cavers activities from the afternoon of
Monday, June 5, to the afternoon on Tuesday, June 6.

Three additional reports prepared by USDEL members and detailing afternoon
and evening discussions are also included: (A) events in the compensation/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 report on the mechanisms discussion prepared by EPA’s
Jennifer Macedonia,

Also included for reference is a copy of the Earth Negotiations Bulletin that
provides 2 useful supplement on actlvities on June 5. It is prepared by NGOs with
government subsidies and generally tends to be unbiased in its coverage.

£

Although unclassified, this report is not intended to for use or cireulation
outside the U.S. Government.

P.@83-11
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SB12 Periodic Update No. 2: Delegates Moving Ahead Diligently Despite
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Atmaospherics

The work of the Twelfth Sessions of the Subsidiary Bodies of the UN
Framework Convention on Climate Change (SB12) continued to make headway
during their afternoon, evening and morning sessions, 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 aside in an effort to accommodate the

substantial work load.

The mood continues to be professionel and workmanlike. The Saudis
continue to insist that they want progress on their issues or that they will bloc progress
in other areas. They attempted (with Indian connivance) to do so 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 good, although some strain
mey be brewing in mechanisms, sinks, and Articles 5/7/&8 particularly. The EU has
been insisting on raising the issue of policies and measures (PAM:s) in the various
discussions, with their empbasis on the necessity for demonstrable progress through
PAMs by the 2005 review being their current flavor of the moment, We are having
some burps with some of our umbrella partners are various small 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 4.8/4.9 (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 notc. Suffice it to
note that we have two maln 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 gpecifies action
only by Annex I Parties and would undoubtedly lead to calls for additional action.
Second, the co-chairs have called for Parties to provide submissions by Thursday
to prepare a text for negotiation. 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 Scptember meetings in Lyon.
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() Technelogy Transfer: Our representative, State’s Duncan Marsh, met with

Canada and the UK on Monday 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 on June 7, As reported earlier, Chair Dovland feels under
increasing pressure to convene a formal contact group on this issue. He is
resisting and would prefer to make progress through the proyen mechanism of
‘the friends’ at least until Scptember. The odds would appear to be against him,
however, in view of the G-77/China’s rather strident position on this issue.

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

in an impressive performance on June 5, Although the Saudis attempted to stall
progress by trying to open a discussion on the principles, nature, and scope of the
mechanisms, he was only supported by Indie in this move. Chow beat 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
respansibility for all CDM projects (a point that we question),

In a contact group that followed this meeting (Canada and Norway represented the
umbrella group), the main issue concemed 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 pege plus compendium document, hag incorporated
the “principles” into the chapeau chapters and not in each of the sections on the
three mechanisms. Chow is considering issuing the text next week following
additional consultations. Most Annex 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/Chine’s call for extension of the CDM adaptation fund to
joint implementation and international emissions trading. The rationale is that this
would “force™ us to take more domestic measures by making the mechanisms less
argactive, We are looking at ways to nip the EU’s ardor for such nonsense in the
bud. We may do this by noting, ipter alia, that this would raise a parity issue
involving the EU bubbling arrangements under Article 4 of the Protocol.

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

(Samoa) have prepared a text. At a contact group meeting on June 5, discussion
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 appear 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 penalties. It is not clear if thig will be formally introduced in writing,
although the EU believes that its ideas will have official standing, in any case,
from the interventions they will be making on it. (Comment; We understand that

- the EU's position on financial penalties was initfally pushed by UK econamic

ministries. As the UK intends to meet {ts target, it wants to ensure that others pay
a price for failing to do so for competitiveness ressons. Germany was the hold-

5
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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 as a whole. End
Comment.)

(c) Policies and Measures (PAMSs): This group met for the first time as an informal
group under SBSTA Chair Dovland on June 6. The EU has been raising the issue
of PAMs in several different settings (including the Article 5/7/&8 discussions.
The current emphasis appeers to be focused on using PAMs to demonstrate
substantial progress by the 2005 review period stated in the Protocol.

() Axticles 5/7/&8 (on methodologies, reporting and review): A complete report
on developments in this important group is included with this submission.
Several differcnces in view with the EU were noted, but we are warking to finds
way around these. The G-77/China was well represented in this group. Among
the mare active delegates was from Saudi Arabia, While he did not comment
substantively, he insisted on retaining text when various deletions were proposed.

() Land Use and Land Use Change and Forestry (LULUCEF): Two issues were
addressed during the first meeting, (1) data table formats and (2) criteria and
guiding principles. Three proposed formats for defining aforestation,
defarestation, and reforestation and Article 3.4°s extra categories have been
proposed by the U.S,, Australia, and the EU. At the June 5 JUSCANZ, the
Norwegian represeatative suggested that he does not see many difficulties in
accommodating all three systems (although the EU’s version is much more
compliceted than cither of the other two). At the evening LULUCF meeting
soheduled 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. Once more, Saudi Arabia is present and attempting to draw linkages
between this issue and those of Articles 4.8/4.9 and Article 3.14,

(h) Capacity Building: This topic has not as yet been addressed,

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

P.@6-11
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Informal Workshop, Articles 4.8/4.9 (3.14)
June S, 2000 (6-7:30pm session)
Duane Lakich Muller '

The evening scssion focused on ‘Impacts of Response Measures.” Seudi Arabia called for the
removal of market distortions and subsidics to coal industries, and for a focus on diversifying
the economies of least developed countries (his idea that compensation g an insurance
policy). Nigeria supported the necd to develop renewable energy and energy efficiency
technologies in dsveloping countries, Zimbabwe backed Nigeria and Saudi Arabia, and
cxpressed support for the March 2000 workshop repart in FCCC/SB/2000/2, specifically the
need to integrate poverty eradication and renewable energy (solar/wind) into climate change
support. Samoa called far a broad interpretation of Art 3.14, and questioned who determines
whether Parties seck and reccive compensation. Co-Chair Bo Kjellen highlighted our current
global econemy. Portugal stressed the important role of national communications in
information gathering. Uganda said least developed countries would suffer whether or not
actions were taken, Australia complementcd Samoa, indicating the need to avoid a discussion
on compensation, and instead focus on minimizing impacts, making a clear distinction
between the FCCC (4.8/4.9) and the Kyoto Protocol (3.14). The US stressed the linkages of
4.8/4.9 to other issues (capacity building, technology transfer, sinks, PAMs, and the
Mechanisrms), tbe need to close information gaps and preclude creating an incentive ta avoid
mitigation. Burkino Faso emphasized the need to strengthen capacity for modeling, and to
promote of solar cnergy.

The Co-Chairs (Bo Kjellen, Sweden; and Mohammed Reza Salamat, Iran) asked for Parties to
provide written camments (e.g. intarventions) by Thursday, June 8 on Articles 4.8/4.9 and
3.14. Thesc submissions will be compiled and bracketed for possible negotiation text,

» Co-Chair Salamat also asked Parties (Australia, UK, US) to come up with an alternative
proposal to compensation, The next meeting of ths informal group will convene Wednesday,

June 7 at 10am,
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‘ Article 5. 7. 8 Conract Group for Monday, May §: Momming Session

The co-chairs (Helen Plume of New Zealand) started our first sesgion by identifying
the objective of the contact group: to develop and recommend decision text for COP6
on appropriate guidclines for Asticles S, 7, and 8. A presentation was given on the
Goaod Practice Guidance recently accepted by the IPCC, with a promise that each
Party would receive a hard copy of the 450-page document to cerry home (Wiley
Barbour graciously accepted this task for our delegation). The electronic copy can be

found at Littp://www.ipec-nggip jees.or.jp/gp/report.itm

Based on the useful discussions held at the workshop in Boan in March, the co-chairs
proposed splitting the contact group into two subgroups to meet simultaneously
throughout the week. The full contact group will reconvene on Friday, and report on
its progress to the SBSTA on Manday, June 13.

The first subgroup is discussing text for the guidelines for national systems under
Article 5.1 (with a view toward complcting the recommended decision text by the end
of this SBSTA. session). The second subgroup is discussing text for guidelines for
Article 5.2, 7, and 8 (with a view toward completing the recommended decision text
at the September SBSTA meeting).

. " Natiopa) Gujde]ineg (Article 5.1 Subgroup) Evening Meceting

Some progress has been made, and many US proposals were accepted, but several key
points have been set aside for further discussion later this week. The EU
representative objected to proposed US text that National System guidelines are
mandatary far all Annex I Parties. BU asscrts that Natiopal Systems are not
mandatory until a decision by Parties. A mecting between US and EU representatives
will be scheduled for Wednesday. Substantive disagreement over BU proposal to link
project level monitaring to the national system guidelines. This has also been
deferred until later,

Review, Reporting, and Ad en| icles 8, 7. and 5.2 Subprou eetin

This subgroup is being co-chaired by Jim Penman of the UK, We agreed to focus
first on the review and then on the adjustments. At the insistence of the EU, we also
agreed to spend one session exchanging views on reporting requirements, even though
several Parties indicated that it would be premacure to discuss reporting guidelines
before other contact groups (e.g. mechanisms) had completed more of the substantive
work. Discussions began on the Article 8 review text prepared by the Secretarizt in
UNFCCC/SBSTA/2000/infS/Add2. In our first 2-hour session of the subgroup, we
agreed [with several bracketed paragraphs] on the first 7 paragraphs of the Article 8
review text. Although the conversation being conducted by the co-chairs with the EU
and the US is going slowly (with accasional interventions from Australia and
Canada), we hope that the following 5-6 sessions bump along & bit more quickly.
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The 4 hour session was speat “walking through the garden” on CDM. Indis and
Saudi Arabia each made eacly interventions pushing for principles. Chow was
successful in resisting their call to discuss principles first, with the help of a clever
intervention by Australia touting the virtues of an inductive approach moving from
the specific to the general.

The Chair (Chow) began with a presentation of the project cycle and of the process
for developing and approving baselines, including how the reference manusl would fit
in. There was not much appasition to his presentation and China even called it “a fair
lady”. China finished their intervention by indicating that it was critical for the
Annex [ Party involved to take responsibility for CDM projects (something we find

problematic). ‘
In the Friends of the Chair meeting that followed, Canada and Norway represented the
Umbrella Group (UG). Chow expressed his intention to release a naw negotiating
text on all three mechanisms st the end of next week. The UG and EU pushed back
and Chow agreed to release the text this Friday as long as the representatives could
ensure that it woulda’t lead to game playing (e.g., Saudi Arabia calling a procedural
foul becanse the current text hadn't been given enough time and using delay tactics).
In the Friends of the Chair meeting, the G77 representatives, India and Nigeria,
seemed amenable to Chow's suggestion to release the new text Friday but Chow will
reconvene his Friends of the Chair group Wednesday to get confirmation.

Jmaesdonia 6/5/00



JUN-06-2000 18:20 CES/EGC

e ®w O & @& o o. ¥

». Farth Negotiations rs

e q ¢

A Reporting Service for Environment and Development Negotiations
_Online at http://www.iisd.ca/climate/sb12/

202 647 9151

UiLLeeLre

P.18/11

e e« & o e @ ¢ e o o

10

Vol. 12 No. 7128  Published by the International Institute for Sustalnable Devalopment (11SD)

Tuasday, 6 June 2000

BIGHLIGHTS FROM FCCC SB-12
- .INFORMAL MEETINGS ~ -
"MONDAY, 5 JUNE 2000
The week of informal meetings preceding the rwelfth sessions
of the subsidiary bodics (SB-12) of the UN Pramework Conven-.
tion on Climate Change (FCCC) began with an initial briefing by
the Chaire of the subsidiary bodies, Following this, 8 workshop
was convened to consider the Protocal mechenisms, and informal
mectings were held 1o address: guidelines an Protocal Artlcles$ .

(methodologlcal issues), 7 (communication of information) and 8 -

(review of information); ECCC Article 4.8 and 4.9 and Protocol -
Article 3.14 (adverse cffects): and 1and uge, land-usc change and

forestry. . ‘

INITIAL BRIEFING = . : . .
John Ashe (Antigua & Barbudz), Chair of the Subsidiary Body
for Implementation (SBI), said the goal af the informul méetings
was ta'make substantial progress and provide textual propdsals for
the formal SB-12 sessions, taking place from 12-16 June, Henoted
that the week’s informal discussions would address: guidelines
under Protecol Articles 5,7 and 8; the Protocal mechamsms;

compliance; FCCC Article 4.8 and 4.9 and Protocol Article3.14;
policies and measyres; Jand use, land-use change and forestry; and’

velopment and transfer of technology. ** .
the Lssue of technology transfer, Hareld Doviand (Norway),
r of the Subsidiary Body for Scieatific and. Technologicsl

Advice (SBSTA), noted that the Friends of the Chair group, estab-

lished at a previous SBSTA session, could accept more members, *

and would at some stage become a contact group, possibly at'SB-
13. NIGERIA, on bebalf of the G-77/CHINA, noted the tech-

nology concems-of developing countrics and celled for theimme-
diate formation of a contaot group. ) .

INFORMAL MEETINGS AND WORKSHOPS :

ADYERSE EFFECTS: Co-Chair Mchammed Reza Salamat
(Iran) propased discussing FCCC Article 4,8 and 4.9 on Manday,
and Protocol Article 3,14 and procedural issues an Wednesday, He
urged delegates to build o the cenclusians of the technical work-
shops held in March. The EU suggested that all three Articles be
discussed together 30 85 %0 reach a slngle decision, SAUDL .
ARABIA, highlighting the fact that FCCC Article 4.8 and 4.9 and
Protocol Article 3,14 were addressed separaely under the Buenos
Alres Plan of Action (BAPA), called for two draft decisions.
Suting that the prosedurl discussioa was premature,
AUSTRALIA, supported by scveral Parties, praposed discussing
the subgrantive issues before addressing the struoture of the deci-
sion. . Y T N

On initial actions, participants suggested, infer alia: building

. capacities to cope with climete-related disasters; integrating

climate change issueg inta nationa! and donor assistance satcgies;
and setting priofites az the national level,,

SAUDI ARABIA, with ZIMBABWE; suggested developing 2
programme of action building on the warkshops held in March.
ZIMBABWE, SAMOA and JAMAICA supparted a specific

‘recormmendation on insurance. EGYPT called for the development
of 8 well-defined vulnarability index. The NETHERL ANDS staied
that such 3 suggestion was premature, He supported action on

© adaptation, starting with training for vulaerability assessment and

development of adaptation options. The EU, with JAMAICA and
CANADA identified non- Annex I national communications as a
source of informaticn on those countries’ nesds, BRAZIL
disagrced, as it was not mandatary.to include vuinerabllicy assess-
ments in nationsl communications.

* +Onthe assessment of the impacts of response measures,
ZDMBABWE said this would depend on the availability of infor-

* mation oa policies and measures. SAUDI ARABIA highlighted

the need, Infer alla, to: ensure & comprehensive approach to pali-

_cies and measuyres; enhance the rescarch, development and use of
fossil fuel saquestraton technologies; remove markst distartions
in the epcrgy sector; encourage the diversificanion of energy
sources; and explicitly refer to compensation.

."  SAMOA stressed the need to interpret Articlc 3. 14/in its
broadest sense and in relatian to the FCCC’s objective. :
AUSTRALIA and the US said dizcussions should focus on mini-
mizing adverse impacts rather than an compensation, SWITZER-

" LAND cautioned agaisat adopting hasty decislons on the basis of

. Inadequate kaofledge, SAUDI ARABIA sgid information gaps
ghquld not be used as a pretext for inaction. - :

. GUIDELINES UNDERPROTOCOL ARTICLESS,7 & 8:
Co-Chair Helen Plume (New Zesland) idantificd the objectives of
the meeting as Analizing the guidelines under Article 5.1 (astional
sysems), and making progress on the guidelines under Articlo 8
(review of informatian) and methodalogies under Artiels 5.2
(adjustments). She proposed convening two subgroups to address
these objectives. In rasponse o a request by the BU, sho agreed 10 '
hold a a=ssion’to exchange views on Article 7 (communication of
informaton). . "

Tekahiko Hiraishi of the Intergovernmental Panel on Climate

. Change (IPCC) presented the Special Report on Good Practica

* Guidance and Uncertuinty Management in National Greenhouse

Gas Inventoriea. Co-Chair Plume nated that a side event will be
devoted to it during SB-12.
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bgroup on Article 5.1 considered the secand Dnﬁ
for National Systems under Article 5.1 of the Kyato
Pr d submissiona by the EU and the US. Delegates
discussed Technical amendments, including 8 suggesoon by the EU
on & new paragraph on cheracteristics of national inventories
making reference to monitoring of legal enlities and/or projccs
under Articles § Goint implemeatation) and 17 (emissions tradiag).
Co-Chair Newton Paciornik (Brazil) suggested that this issue be
considered further at the meeting scheduled on crass-cutting issues.
The subgroup on Articles 5.2 and 8 considered the Objectives

and the General Approach of Part I of the Elements of Draft Guide- -

lines under Article & of the Kyoto Protocol. Delegates discussed
the structure of the proposed draft guidafines and stressed the need
to clarify whether there would be a separata review procedure
depending on the annuasl er periodic nature of the submission of.
information. They agreed that, inter glla: Part cover the annual
review of informatdon submitted under Articlc 7.1 (anaual inven-
tory and supplementary information) and related informatdon under
the FCCC; the definition of the infermation covered by Artlcle 7.1
should be left to the sub-group an Article 7; and a reference to'the
trial inventory review period shauld be introduced.

LAND USE, LAND-USE CHANGE AND FORESTRY: Co-
Chair Halldor Thorgeirsson (Iceland) idendfied key issues o be
addressed during SB-12, including: considerstion of the IPCC
Special Report; preparation of Parties* submissions on lsnd use,
land-use change and farestry (LULUCF), which SBSTA-11
requested by 1 August 2000; and draft elements of decisions for
COP-6. Regarding Parties’ submissions, he noted s declsion taken
at SBSTA-11 that SBSTA-12 consider reporting formats for the

hasion of historica! data and, where applicable, projectians.
noted that it had presented a draft dnm-repor;ing format
o SBSTA-11. AUSTRALIA presented its own propased.
dats-reporting formar, notiag that it takes into account diecussions
and conclusions at SBSTA-11. He outlined the proposed data
format and an accounting regime/framework for activities under
Article33and 3 4.

The US outlined its proposal fora dnn-rcponmg formar, noting
thatir, inter alia: does not specify datas for historical data; exeludas
non-CO2 gases on the grounds that thoy might be an unnecessary
complication; and includes land ares. She said it was importans to
recognize the uncertainty of projections, and said Parties should be
able 1o provide information on the assumptions, and on the degree
to which they may assume addl donal aertvities sbove business-as.
usual.

BRAZIL said the G-77ICH]NA would bs daveloping & negoti-
ating position on this ipsue in the light of the new [PCC Specizl
Report With NORWAY, he supporred including land arcas,
NORWAY noted the need to try and distinguish betwean different
stocks. Noting cmerging canvergence of views expressed on the
deta-reporting format, Co-Chair Thorgeairsson formed & smaller
group o cansalidate the proposals. .

MECHANISMS: Workahop ChairKok ch Chow (Malaysia)
identificd the key features of the Clean Development Mechanim
(CDM) based on work done on the mechanisms since COPSS.
INDIA, an behalf of the G-77/CHINA, highlighted the need to first
determnine the natre and scope of the roechanisma.

Chair Chow outlined the follawing steps in the CDM prcuecr.
cycle: projectidentification and design; independcat assessment of
.‘nct design; project submission ta the Executive Board; moai-

? g independont assessment and verification of project parfor-
' noe; and xd«mﬁcuxon and distribution of certified emisaion
reduction units (CERs). The REPUBLIC OF KOREA and INDIA
sought clalification on the relationship between the Bxecutive

Board and natianal authorities. NORWAY and the EUJ queried the
speaific referances to the aocreditation of Operational Entities in
providing cartification.

Chair Chow outlined the functions of the various institutions.
The funetions af the Executive Board could include: registering
CDM projects; designating and acerediting the operational entity;
deciding on new methadologies; and maintaining and updating the
CDM reference manual. The fuactions of the operational antities
could include: recommendiog ncw methodalogies ta the Executive
Board; validating project designs against the FCCC standards; and
verifying and certifying performance of CDM projects, He stressed

‘the need to aceredit Operational Entities to ensure integrity and

quality, and sugeested the use of existing ISO standards for certifi-
cation.

Chair Chow m!roduced the CDM reference manual as a living
document directed at guiding project design. He autlined the
process for updating the manual, and said that it would make refer-
ence, inter alia, to: declsions of the COP/MOP; agreed standards
for accreditation; approved baseline methodologies: and guidelines
for monltoring, verification and certification, Chair Chow said it

- would be useful to have the contents of the manual identified by

COP-6. SAMOA supponed the reference manual, as it woujd
ensure consistency in setting basclines.

CANADA and NORWAY emphasized that the verification and
certification guidelines should provide forindividual project
ciraumstances. INDIA underlined the role of the host country in
determining project eligidility. The EU asked who would develap
the reference manual. SUDAN raised the need 1o address basic
questisns first, such as eligibility for partdcipation in the CDM.
TANZANIA asked how tha reforence manual would cansider the
differing sustainablc development priorities of different counmics

- and easurc equitable distribution of projects. CHINA stressed the

need for both hastand i mvestor Party respounsibilities to be clearly

. expressed.
IN THE CORRJDORS i
Delegates expressed mixed views on the expected natwre of the

infoanal meetings. While some felt thay were experiencing the
‘“business as wsual” aznosphere of formal subsidiary bodies mee:-

* ings, others saw the week ahesd 2s 2 confidence-building excreise.

Although participants wece cautious about predicting the extent af
progress likely to be msde on contendous issues before SB-12,
many were generally optimistc.

. THINGS TO LOOK FOR TODAY

ARTICLES 5, 7 & 8: An informal meeting on Protacol Argi-
cles 5 and 3 will be held from 10:00 am, with a further session
scheduled far3:00 pm.

POLICIES AND MEASURES: An informal meeting on poli-
cies and measures will be held from 10:00 am.

* MECHANISMS: The workshop on mechanisms will convenc
at3:00 pm.

CROSS-CUTTING ISSUES: A meeting on crosa-cutting
issues will take plece at 5:00 pm,

"LULUCE: The small group convened to cansolidete the
proposals for the repaning farmatis expectad to report back to the
informal meeting in an evening session.

Meetings details are sabject to change. Consult the announce-
ment board for details.

TANTAL o~ L
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TELEFAX

Date: Wednesday, 7 June 2000

UNCLASSIFIED

TO: Ms. Linda Catlett

FROM: USDEL/BONN ~ SB-12 (Climate Change) — Mark G. Hamby{/

Mark G. Hambley, FAX No. 49 228 269-8222, Room 104

” SUBJECT: Climate Change (SB12): Periodic Update No. 3 for
. Tuesday/Wednesday, June 5-6, 2000

{
!

Attached is a copy of Update No. 3 from the climate change talks in Bonn. Please
distribute it to the attached list of addressces. I hope everything is going well for
you. Note that the recipients list has once more been revised. Many thanks.

MGH
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of the UN Framework Convention on Climate Change (SB12)
June §-16, 2000

Organization

State/OES
Stare/OES
State/OES
State/OES
State/L/OES
OBS/EGC
State/OES
State/H/OES
State/G

WH
USAID
WH/OSTP
WH

Treasury
Treasury
Commerce
Commerce
WH/CEQ
WH/CCTF
WH/CCTF
Energy
WH/CEA
Enpergy
WH/QVP
EPA
Energy
EPA

EPA

EPA

DOD

Bonn,Germany
Name FAX
David Sandalow 202 647-0217
Ken Brill 202 647-0217
Brocks Yeager 202 647-0217
Povenmire/Hobgood 202 647-0217
Sue Biniaz/Evan Bloom 202 736-7115
Dan Balzer et, al. 202 647-0191
Susan Gordon/H.Kaufman 202 647-3970
Chnis Mann 202 647-9667
Nigel Purvis 202 647-0753
Roger Ballentine 202 456-1736
Hales/Barrett 202 216-3174
Rosina Bierbaum 202 456-6025
Jan Bowles 202 456-2710
Todd Stem 202 622-0073
Robert Crumby 202 622-2633
Robert Festa 202 482-4636
Dana Palmer 202 408-9674
George Frampton 202 456-2710
David Gardiner 202 395-2311
John Gibson 202 395-2342
David Goldwyn 202 586-0861
Robert Lawrence 202 395-65958
Margot Anderson 202 586-3047
Michael Orfini 202 456-9500
R Perciaspepe/J.Beale 202 260-5155
Dan Reicher 202 586-9260
Bill White 202 260-4852
Brian McLean 202 565-2141
Dina Kruger 202 565-2077
Kevin Doxey 703 607-3124
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7 June 2000

To: See Recipients’ List
From: USDEL/Bonn — Mark G. Hambley V"

Subject: Periodic Update No. 3 from SB12 (Tues/Wed, June 6/7)

This message transmits an unofficial and informal report on events and
activitics 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 Juge 5-16 timeframe. This message covers activities from the afternoon of
Tuesday, June 6, to the afternoon on Wednesday, June 7.

Four additional reports prepared by USDEL members and detailing 2fienoon
and evening discussions are also iacluded: (A) recent developments in the technology
- transfer discussions prepared by State’s Duncan Marsh; (B) a summary of the first
PAMs summary on June 6; (C) a summary of June 6 reporting by the sub-group on
’ review, reporting and adjustments prepared by EPA's Sharon Saile, and (D) an update
on LULUCF discussions prepared by Stats’s Adela Morris.

The latest edition of the Earth Negotiations Bulletin will be forwarded with
the next update, However, we are enclosing 2 copy of ECO, a biased but generally
humorous commentary prepared by NGOs. ECO rerely has anything good to say
about U.S. ¢limate change positions.

Although unclassified, this report is not intended to for use or circulation
outside the U.S. Government,
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SB12 Periodic Update No. 3: U.S. Gently, but Forthrightly introduces EU
Bubble Parity Issues into the Discussions

Atmospherics

The work of the Twelfth Sessions of the Subsidiary Bodies of the UN
Framework Convention on Climate Change (SB12) continued to make headway
during their afternoon, evening and morning sessions on Tuesday and Wednesday

(June 6/7)-

Relationships with the EU took on an added dimension when the U.S. raised
Article 4 “bubble” issues in interventions in both the group dealing with cross cutting
issues and in the mechanisms discussions, Initial reactions ranged from near apolexy,
to regret over the timing and venue of the interventions, to a recognition that the
points raised are legitimate. We plan to raise Article 4 parity issues in compliance on
Wednesday afternoon (June 7). Nevertheless, we arc continuing to meet with the BU
in small groups on smeller technical issues (such as eligibility requirements) and on
some larger ones, as well (compliance).

. The following paragraphs provide insights into the gtatus of the various 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 Protocal Articles 2.3 and 3.14; ﬁanian co-chair Salarnat
convoked reporting officer for thirty minutes on June 6 to ask for his “unofficial”
and “off the recard” impression about Saudi Arabia’s “compensation” proposal.
He was tald that it is 8 non-starter from the U.S. point of view. Asked to be
thinking about alternatives, reporting officer told Salamat that we had listed 2
number of areas where we believe discussions and further investigation might be
productive and forthcoming. However, no delegation appreciates having a gun
put to its head which essentially means: “your money or your protocol.” Salamat
was also told that a Thursday drop date for proposed text is not acceptable. We
believe it is premature to discuss proposcd text. We should begin looking at the
clements for a decision. Salamat said that he had cautioned one Party (read Saudi
Arsbia) about pursuing its compensation effort but to no avail. Unfortunately, the
EU’s suggestion for financial penalties for non-compliance now gives the Saudis
an opportunity to seek some of these funds.

The Juns 7 meeting on Article 3.14 was the first round on this topic. Annex I
Parties were uniform in suggesting that any action on this item must be taken in
conjunction with a decision on Article 4.8/4.9. The Saudis pushed back hard on
this point.

' (b) Technology Transfer: There has been something of a tussle between the two co-
chairs on how to handle this topic, SBI Chair Ashe from Antigue/Barbuda had
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wanted it raised at the cross-cutting discussion on June 6. SBSTA Chair Dovland
(Norway) resisted. The latter is likewise resisting effarts by the G-77/China ta
turn bis productive Friends of the Chair group in a formal contact group. This
point was again raised at the June 7 meeting of the expanded “friends” group.
Please see the attached report for additional details.

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

completed his tutorial/walk-through of Joint Implementation (JI) and International
Bmissions Trading (IET) at the first June 6 session. India once more raised its
rather strongly beld views on fungability and made an oblique reference about
trading as a “right.” India also expressed concern that JI and IET might

overwhelm CDM projects. Portugal, speaking for the EU, suggested this was one

reason why ceilings were being suggested for JI and IET. Perhaps the most
compelling intervention of the session was made by Colombia’s Thomas Black
who argued forcibly and convincingly in favar of fungability and for a system in
which the mechanisms are as unburdened as possible. The chair hopes to
complete his discussions on mechanisms by Thursday (June 8), with the
supposition that he will release a new “text” for consideration by Parties on
Friday. Thus far, there have been no indications of opposition to this approach by
China, India, or Brazil. However, Saudi Arabia, which has become samething of
a nuisance in these and in other discussions, may attempt to forestall this action,

(d) Compliance: The co-chairs Dovland (Norway) and Slade (Samoa) have

circulated a “non paper™ with a proposcd text which has been used for discussion
purposes. Next week, part of the text that has been generally discussed will be
identified, with other elements raised for further discussion. The Umbrella Group
met on June 6 to discuss common strategy towards the EU's compliance proposals
that include financiza! penalties. The group agreed on a series of talking points to
bec used separately. The U.S. will raise Article 4 &:arity issues in the afternoon’s
four hour compliance marathon, :

(e) Policies and Measures (PAMSs): This group met for the first time as an informal

group under SBSTA Chair Dovland on June 6. The EU has been raising the issue
of PAMs in several different settings (including the Article 5/7/&8 discussions.
The Umbrella Group described the April workshop in Copenhagen to be useful,
However, they opposed establishing an international set of indicators. The EU, on
the other hand, expressed its insistence on the development of indicators to
demonstrate substantial progress by the 2005 review period stated in the Protocol,
The G-77/China stated that PAMs have a low priority at COP-6, They suggested
that this marter be wrapped up early and removed from the September agenda for
SB13 and proposed that a Friends of the Chair group might facilitate this,

. Dovland agrees in principle but has to figure out how he can out-maneuver the EXJ

0

on this point. Please see the attached repart for additional details.

Articles 5/7/&38 (on methodologles, reporting and review): Two groups are
meeting. One on national systems is engeged in a tussle over EU insistence on
addressing reporting requirements. The EU requested a side-meeting with us on
this and related issues. A secand group dealing with the inventory process is
striving to reorient the rather garbled secretariat conclusions from what had been a
productive March workshop on this topic. Saudi Arabia continues to complicate

P.05/15
S
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matters by insisting on raising the implications of these discussions for Article
3,14 (which deals with Annex I efforts to address consequences of climate
change). Please see the attached report for additional details.

(g) Land Use and Land Use Change and Forestry (LULUCF): This has evolved

into a more technical discussion with one key issue being whether countries will
be required to establish guiding principles and criteria for Article 3.4 additional
categories. We do nat believe that such a list would be particularly helpful.
Several proposed tables have been submitted for consideration which incorporate
2 wide range of views ou the types of criteria that may be valuable. The EU has
quictly told us that they have prepared a “very tough” paper on sinks. Please see
the attached report for additional details,

(h) Capacity Building: The chair of this group, SBI Chsir John Ashe (acting solo in

®

the absence of Dan Reifsnyder) has indicated that he does not as yet know how to
proceed on this question. He circulated a list of questions but does not want to
address these until the capacity building consultation on June 5.

Cross-Cutting Issues: At the meeting held on the afternoon of June 6, SBSTA
Chair Dovland outlined 8 number of questions that should be answered to ensure
that all decisions in one area of the protocol are consistent with all of the others.
These questions included those related to areas of inventorics, implementation and
the mechanisms, as well as the possible linkages with PAMs and with Article 4.8
and 4.9 and Article 3.14. Dovland then asked for addidonal suggestions for areas
to be investigated or for general observations. Saudi Arabia’s Al-Sabban
suggested that the relationship between the financial penalties proposed by the EU
and Article 3,14 should be addressed and he asked thc chair how he would
proceed with this question. Dovland responded that it was premature too consider
this question because financial penalties had not Been agreed.

The U.S. (Bodansky) then suggested that there are four additional cross-cutting
issues related to Article 4 (the sa-called “bubble™) which need to be addressed.
These issues relate to: (1) the relationship between Article 4 and the
Teporting/review proccss; (2) the relationship between Article 4 and the
mechanisms, (3) the relationship between Article 4 and the banking provisions of
Article 3; and (4) the question of consequences for compliance as they pertain to
Article 4. The U.S. suggested that these igsues might be best dealt with as a
package, rather than individually. However, Dovland is expected to refer each of
the items to the relevant contact groups for their consideration.

Comment:

Onc observer has remarked that we should always meet in informal session in

view of the rapid and constructive progress that has been reached on many pertinent
areas during the first three days of this week’s meeting. This could, of course, change
next week when we run up sgainst the more rigid format of an official meeting. From
a reading of these updates, it should be apparent that there are two reasons why this

optirnistic assessment should be qualified — Saudi Arabia and the EU.

P.05/1S
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The Saudis are active in most groups. Their participation is single-minded,
however, and not particularly helpful. They want to move their agenda on
compensation forward and are trying to introduce linkages into every other subject
area, from Articles 5/7/&8, to corpliance, to sinks.

The BU, on the other hand, rather than trying o find arcas of compromise,
continually raise the stakes for reasons that appcar more concerned with public
perceptions of their “greenness™ than to any reel interest in ereating a Kyoto
framework that is workable. Their position on caps on the mechanisms was the
earliest example of this attitude. Their proposed financial sanctions in the compliance
framework is a second example. “Friendly” wamings from the EU to expect a very
tough sinks position are but the latest indication of this disturbing and unconstructive

approach.

Our response, starting on June 6, to raise Article 4 parity issues in the
mechanisms, in cross-cutting areas, and in compliance would give most Parties pause.
However, in climate change, we are dealing with tough resalities and some unrealistic
expectations. This will make for a rost interesting five month period through COP-6
in November. End Comment.

P.@7/15
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Technology Transfer

In the opening plenary, Chairman Dovland invited nominations for additional Parties to join the
Friends of the Chair group on technology transfer, which has been engaging on and overseeing
the consultative process for the last year. This was an unsuccessful aftempt to pre-empt the call
he knew was coming from the G-77, on whose behalf Nigeria then called for the Friends of the
Chair to be expanded into a contact group at this SBSTA, to ensure transparency in the
consultative process. Both we and the Secretariat believe it is premature to establish a contact
group, and that this would dilute the lessons learned and themes raised in the consultative
process before we produced text, and would return us quickly to the divisive dialogue before the
consultative process was inititated at COP-4. The Secretariat has been talking about expanding
the FOC to get more proportional representation from the G-77 - thus far it has been about half
Annex II countries. We can probably refute the transparency charges, having held a series of
regionel workshops engaging numerous Parties, but the Secreteriat will still move to expand the
FOC by bringing in 3-5 additional developing countries. We may wish to push for one more
Umbrella member at this peint, to join Canada, Japan and the U.S.

Met with Canada and the UK tonight, Focused on how 1o deal with the Nigerian contact group
praposal, reactions to the Chair’s note, the future role of the CTI, and reactions to the
Secretariat's proposal 1o move the July 15 submission to June 30. Agreed that a contact group
would not be good, but not sure how best to combat it. Will meet tomorrow with 2 larger Aumex
I group to discuss these issues further before Wednesday’s opening meeting. On CTI, we had
apparent agreement that CTI should continue and be part of the COP-6 decision, though lesa
clear in exactly what arca of activity. Canada, and perhaps the UK, generelly supports the CTT's
restructuring proposal to further institutionalize CTI by bringing it formally under the wing (and
budget contributions system) of the IEA. When asked, UK's Terry Carrington said it was
difficult to gauge other EU countries’ interest in and commitment to the CTI because their CTI
reps are not their negotiators and often are from different ménistries. Noting that we need to be
prepared with positions by the CTI Board meeting et the end of June, I urged Terry to raise the
issue at EU meetings here in Bonn, because it will be essential for the negotiatiors, and not just
CTI1 participants, to weigh in on CTD’s future role.

(Duncan Marsh, COB Monday, June 5)
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PAM 6-6-00 Sygpmary

The first informal mecting regarding Policies and Measures was held Tuesday, June 6 with participants
falling into camps and forwanding positions that held no surprises. Portugal speaking for itself and for the
EU held that PAMs wars “the central meang of implementing the Kyoto Protocol.” Porrugal posited that
we need to provide quantification of PAMS gince it is both required by the Protocol and a necessary,
concrete mcans of demonstraring progress by 200S. They also pushed the need to work on the sectoral
Jevel. Other EU comntries including Switzezland, France, snd the Netherlands supported these positions
and added that emissions inventories would not be sufficient to demonstrate progress by 2005 and thus

indicators were necded.

Jeff Miotke speeking for the US approved of the information sharing aspects of the recent Copenhagen
workshop and asserted that that meeting met the requirements of the Buenog Aires Plan of Actlon. The US
urged that compliance end demonstrable progress be maasured using emission inventory data. Jeff
forwsrded the US belief thar different national circumstances would make comman indicatoers less useful
and that information exchange should focus on goad practices and best fit. Other Umbrells countrics
including Japan, Ncw Zealand, Canada, and Australis provided support to these views emphasizing the
importance of national circumstances, the foeus on inventories over indicators, the concept of good
practioes over best practices, and thar common indicators should not be a priarity and that efforts to
develop indicarors unnecessarily increased our workload coming into COP-6.

Developing countries supported the information exchange aspects of PAMs. Several of the developing
soumtries including China and Venezuela discussed the linkage of PAMs with Articles 4.8 and 4.9 and the
noed for a formal consultative process to address this linkage. The Chair stated that we need (o decide how
to respond at COP-6, ranging from providing o advice at all to forwarding common indicators to measure
PAMSs. The Chair urged that pasticipants ry to get past simply forwarding the party line and asked for
concrete, constructive proposals be developed and provided ta the Secretariat by Spm Wednesday, June 7.
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eview, Repo d Adj Articles 8,.7.20dS2 S Q
Tuesday, Jupe o'anAftmoM'

(prepared by Sharon Saile)

At the request of Parties, the we praceed through most of the rest of the Article 8 text
merely as a vehicle to discuss issues. A new text will be drafted after Parties agree on
a structural forma (our preference would be to reformat the text eccording to the
timing of the review procedure as pre-commitment period, annual, and periodic).

In discussing the Article B text, we covered the issues of coverage, iming and
procedures, guidance for the expert review teams, and composition of the teams.

The EU introduced a new non-paper oo identification and classification of problems,
so today we will go back and discuss this topic along with the adjustments process.
The new EU position clarifies their opposition to our approach that everything is
adjustable (they specifically identify problems that are non-adjustable jnherently and
also specify that conservative adjustments which increasc the level of uncertainty i
the overall inventory estimate beyond a certain threshold would be deemed non-
adjustable). This should make far some interesting debate later today.

s
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LULUCF

Sinks discussions were launched Monday with an outline of four main elemnents for
SBSTA 12: consideration of the IPCC Special Report on Land Use, Land Use
Change, and Forestry; preparation of data formats for the August 1 submissions;
consideration of criteria and guiding principles for selecting additional activities under
Article 3.4; and elements of 2 COP 6 decision on sinks.

Data formats got off to 2 reasonable start Monday with discussion gravitating around
proposals by the U.S. and Australia, despite the extensive format proposed by the EU
circulating for the last nine months. A contact group continued Monday evening and
Tuesday, and will resume again Thursday efter the IPCC presents its Special Report.
A table for Article 3.3 activities is almost complete, but remaining issues include: (1)
whether Parties will have to report any. information that is not directly relevant to their
proposals; (2) whether they have to discuss projected carbon stock changes after the
first commitment period, and; (3) whether rows for deforestation should mirror rows
for afforestation and reforestation. The last issue is pushed by Australia, which seems
to be trying to engineer a requirement that if Parties choose an FAO approach to
reforestation, they must choose a definition of deforestation that includes harvesting.

The co-chairs from Iceland and Uganda began the Criteria and Guiding Principles
disoussion Tuesday night. The EU table 2 long list of proposed criterla, topped with a
statement that the main emphasis must be on fossil fuel reductions. The U.S.
provided reference to relevant passages of the UNFCCC and the Protocol, particularly
dealing with comprehensiveness, covering all sources and sinks, and cost
offectivencss. The discussion proceeded with the unfortunate presumption that the
objective was to conclude on &n agreed list of criteria. Australia argued that the list
should apply only to the August 1 submissions, and not thereafter, Co-chairs plan to
resume discussion after preparing & paper synthesiziné’ the diversity of views. Friday
will focus on decision elements for COP6. :

P.11-15
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NGO NEWSLETTER

GROUNDHIG
ISSUE

Flexibility Rules

CAN membecs will be using thar OppOrnInity
10 muke interventions in the workehop ot
Mechsnlsms this evening.to strzss that flexibil-
ity mechanismy must be governed by. sOng
rules, This is essential to guarunies plobal
greenhouse ga3 reductios and meuningful
progress tawurds the ultieate objectives of the
Prumework Canvention [n purticulsr,
membary believe the following points

need highlightog—
Emissions Trading and J1 .
The ruler govemning eligitility o tude rRUR
emphas2e camplisnce with Asticles S, 7 and 8
of the Protocal and Article 1 of the Conven-
tion, including review by indcpondent bodies
of the COP/MOP. An indcpendently verified
and cerdfied nutional regisery must be esob-
lished for registering und verifying all truanfery
and zequiricions' of AAUS, BRUs and

.

"
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s AR o -."

e g S
The melor industry dem

ISSUE NO1

CFRs.

The registry must be compatible with all other
patlacul systams and a central tegistry maio-
tined by the COPMOP:And, a0 independently
verified systcm must be establisbed for manitar-

ing, verifying, mucking und sllocaging AAUS 1.

the legal entiti=s vader a Party's jusisdicion.
‘A lLinbility system for emissions pding
must be evtablished which bamesses the forcas
of the murket-place, 1@ hold buyers as well us
sellers of AAUR accountnble for their transac-
dons. A hybrid buyer-cller Hability system
would cnsure environmental effecivenais and
" capture the power of the markst 1o gahance
complisnce, Undcr such a sy¢tam, buy s would
b required 1o seck igformaton aod compure
tha rclugve quality of AAUs affered by, differ-
ent scllery. A pure seller linbilicy system would
‘fil 1 cnyure (he eqvironmental inzgricy of
" ~conrinwed ovar eol. 1

el L o
"

R gdox 4 T A TS

VOLUME CllIl

Process for
Clouding) the
Facts!

And the aominess for Greenwashing Award of
the year: atzp farward The World Baok's Prato-
wpc Curbon Fund, with iu plunacd invest-
meal in Costa Rica hydm projecis coming
soan. The PCF secks to ereata @ “lewning by
doing" atmosphere for Kyoto flexibility
mechanisms. However, the muin problem with:
Warld Bank involvement iy that linking Jeum-
ing und doing hay never been one of the Bunk':i
syong points. )

Sinee the Climalz Convention; designed 10
limit greenhouse gus emiswions, was digned by
u mujarity of thc world's countrics at the Rio
Earh Sumnmil in 1992, the Word Bank Group

bas spent $13.6 billion on fossil fuel projects -

which will, over .their lifcimes, relcasz 371
billion ons of CQy into the Earth's amorpbere.
Ruther than leaning from thoie Sigures and
creating bunk-wide turpcted goald for Bunk
lending in renewuble energy, the 150 million
PCF hus been crsated alongside a businais-at-
usual cnergy and covimnment stategy Lhut
NQOx kzd to pletd with the Bunk to be cirzu-
luted far comment la key developing caunmies.
The PCF plays fast and loose with its termi-
nology und Interests. Ooe PCF dacumenix say:
thut invesgnents will be “largely renewable”.
When mecting with NGO« recendy, PCF Direc.
tor Ken Newcombe staed thut the PCF Imple-
mentsrion Notes would clarify just what thit
mesns... wall, the implementition nokey Jw
(bero will be tn “emphasis on renawables™. Tha:
clears up everything! In the meuntime, thers g
na soliuror wind projects explicidy in thepipeline.
The PCF promizes not o get out zbead o
—conttnued ever, enl 2

FREE OF CHARGE
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—Flexibility, from front page
(besc Tansuchions - by allowing buyess Lo e
deam purchases no maier what, purchasers
would lose any incentive fo grsure the eavuoo-
rneanl intcprity of the AAUS they purehase.

In the basic deign of the cmissians Tading
sypen, ic ix vind that the correct conditions ure
csmblished, -including comprehcasive serializz-
tian of AAUSs, full gransprency of Lch{eparﬁhg
pystem. sad pccestibility of infarmation © the
genemd public.

The Clean Dayelopment Méchaniom

In sdditicn to the cmusifons trading vysiem.
rules for other machanismg under consideration
byth:Wodohopuhouldbcgddcdbyth:un-
derlying principles of the mochanismk them-
selves, not by operstional issves slone. This
means that the CDM should be guided by rules
thur treat ull technoloptes oa a Jovel playiog
fleld, without favor 1o the big projects that cun
abuorb lurger transaction coste.,

The principles-at stake in the CDM include:

- Protection of the Anpex I marges — it ix exsen-
d:umumcnﬂufurmcCDMu:wriuw to
cnoure that vut volumes of credis wea't
generu=4 to’offset any meaningful saduc-
tion requiremeat in the Annax I gutions.
Promoticn of eleun technologics in the non-
Apnex ] host countrics, und

Minimizafon of other durnaging cnviron-
meaml efferts of technalogics supported by

the CDM (for example, echnalogics that.

ace. low carbon, but preducs other forms of
hszardous or environmentally barmful
byproduct).

Two key wuys of enyuring these principles are:
« An exclisive positive. list of renewable and
encrgy cfficieat tachnologies undl the cDM
iy operatdonal, und
Projact cligibility criteria, which axplicidy
role out “clean™ coul, nukos, nnd large by-
drp; mcat 1 sustwinability screcrung sty and
provide for robust public participarion.

Public participarion in the CDM must io-

EdNorVProducton: Absier Sleghant

Warld Wide Wn_b Ediion: Alchad Elsn

Eleclsonic Dlatrbulion: Lelgni Arris for EcalNet

Asalstenca ftam: Nathefa Eddy; 84 Hars;

Jennllar Morgan: Ram Uppulur; Glenn Wigsr,

Kevin Baumeart; Gersld Knaut.

Publshed by: The Chimals Adllon Nalwork,

Ecp can ba contacted 8t tha lnsel Holel,
Theatarplolz 5-7, Bad Godasberg, £3177 Bonn.
Tol +49 (0)228 3500223; Fax 449 (0)228 3500333,
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ISSUE NO1

CLIMATE NEGOTIATIONS

DES/EGC

clude two fundumental principles: Disclostica
of, and acccss o, ‘environmcatil and other rel-
cvant infarmation; and parécipuion of the pub-
lic and public interest groups in cnviroamantal
desision maldng.
These principles must be built into the
CDM by requising that documents be mude
publicly uvailuble, and by allowing NGOs uod
localfindigenows groups fa submit commeats
(including dats and other. information) ta tic
. eutities responsible far making decisions en

project sccoptanee, cernficelian of emission re-
duction and sccreditarion of operndonal cali-
ges. . :

Bullding such ‘provisions Into the mecha-
nisto should not be neto ad “burdening” the
CDM with additional costs. Rether, public par~
tcipution will enhance the CDM by promoting
trangpurcncy 30d accounability, csseatiyl ele-
ments af good governunce that can help ensuoe
that the CDM deliven: o ite promised objec-
dves, :

As CAN hus waid befare, the fexibillty
mechunisms will oaly be 2 valid option if ey
beneSt the cavironment, tre inytautionully in-
dcpendent, bankparent and . verifinble. By co-
suring that any sgreement contuing swrong rules,
Partics will move closer @ the achievement of

theulgnals.'
_ Quiz:
Who Said Thi§?
(Hint Think bipl)

(On climate chunge)] Thiv iv a buge problern,
If we don't deal with thit within just o faw
years, you will bave izland padony fleaded;
you will bave the agricultural balanes' of
mast countrics complcsly changed: you
bave 8 draqsfic incteucs in ths numtber of
severe, unmunageablt weather cveola. And
the good news is thut we can row deal with
this problem — wgaln [ sy, end streogthen
our economic growth, not weaken iL

‘Keprnrak ouing unissny
aq e uoun) vorRE[ Welllim LAwsuY

—PCK from frore page
the COP process, but bas curved out 10% of
ity pon,t'gllo spuce for sinka projects! The PCP
staff promises open TAG meetinge but then
hxy o be pressured into following up on thas
commitment. The PCF promiycd ho ipvest-
roenes ba jurge hydro and then is mmored o
be locking ut the Bujugali Fulls Dum in
Ugsnda. Whut are we lexmning, while the
Bunk keeps on doiog?
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NGO NEWSLETTER

Vanishing Act
On Wednesdny the IPCC will present the re-
sults of the IPCC Speeial Repast on Lund Use
Chunge and Foreszry, The Summery for Palicy
Makers wus negotiated reccntly at the IPCC
XIV Plenary in Montraul ECO will bs review-
ing the report and the IPCC presentution. In the
meantime, delegates might like o reflect on the
fact-Que, ar the gleventh hour, somc govern-
menu seem to Wwant to hide the magnimde of
their preferred loophale by deleting &xt This
wanﬁngd:scn"oclh:ﬁsctdmth:u:ofun—
limited vinks could ehsble industrialized coun-
tries to meet their Kyolo Protocol comitment
without taking uny action 1o reduce theis fousil
fuel emigrions. And {n casc unyone was won-
dering which countrics; te culprits ure the us,
Cunadz, Austrilia, New Zzalund and Russia,
The text delcted in Moomreal reads a fol-
lows: "Commitments under the Kyoto Protocol
requirc Aancx I purties to reduce emissions by
wbout 200 MCy-1 below 1990 levels und abous
' 750 MiCy-1 below business-us-wwal projec-
tiogs based on the [PCC I592a kcenurio. A
sirnpls compasizon SUEECSEs that the potential
impact of Asticlc 33 und 34 activities in An-
pex I countries alone could be comparsble w
the projected megninude of reductions required
by Annex I Parties. Such « eomparisen, how-
cver, risks under-catimating the diffoulty i
creatng and implementdng the ineentives
nezded Io schicve the potentinl.”

Ludwig's wrival In Bonn hus unfartunstcly
been dclayed. Circumstunces bave deprived
him act only of the woll-known charms of the
Hotcl Madtm, but also of the wit and wisdom
of distinguished dcleputcy. Alas, ba findy him-
self decp in the English countyside, with noth-
ing more simulsdng than birdsong, sunshinc
und shade.

Howevet, let no-one sec this as un oppoitu-
nity! Ludwig's evervigilant spics wre every-
where: all misbelaviour will be aomed, and, if
neeessary, reparted hero ~ with the usual distor-
tonu — at ths 2ppropriata time.

NGO PARTY
S.30pm
Saturday 10 June
Insel Hotel,
Bad Godesberg .

FREE OF CHARGE

B e —
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‘ From Hambley, Zimmer No. 104
TELEFAX
Date: Wednesday, 7 June 2000
UNCLASSIFIED
TO: Ms. Linda Catlert

FROM:  USDEL/BONN - SB-12 (Climate Change) - Mark G. Ham}y’/
Mark G. Hambley, FAX No. 49 228 269-8222, Room 104

: SUBJECT: Climate Changc (SB12): Periodic Update No. 3 for
. Tuesday/Wednesday, Junc 5-6, 2000

£
Please note that there is yet another name for your distribution — David Hayes from
Interior. Thenks.

MGH
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List of Recipients for Periodic Reporting
from the Twelfth Sessions of the Subsidiary Bodies

282 647 @131

of the UN Framework Convention on Climate Change (SB12)

Organization

State/OES
State/OES
State/OES
State/OES
‘State/L/OES
OBS/EGC
State/OES
State/H/QES
State/G

WH
USAID
WH/OSTP
WH
Treasury
Treasury
Commexce
Commerce
WH/CEQ
WH/CCTF
WH/CCTF
Energy
WH/CEA
Energy
WH/QVP
EPA
Energy
EPA
EPA

EPA

DOD

DOI

June 5-16, 2000
Bonn,Germany
Name FAX
David Sandalow 202 647-0217
Ken Brill 202 647-0217
Brooks Yeager 202 647-0217
Povenmire/Hobgood 202 647-0217
Suc Biniaz/Evan Bloom 202 736-7115
Dan Balzer et, gl. 202 647-0151
Susan Gordon/H. Kaufman 202 647-3970
Chnis Maon 202 647-9667
Nigel Purvis 202 647-0753
Roger Ballentine 202 456-1736
Hales/Barrett 202 216-3174
Rosina Bierbaum 202 456-6025
Ian Bowles 202 4562710
Todd Stem 202 622-0073
Robert Crumby 202 622-2633
Robert Festa 202 482-4636
Dana Palmer 202 408-9674
George Frampton 202 456-2710
David Gardiner 202 395-2311
John Gibson 202 395-2342
David Goldwyn 202 586-0861
Robert Lawrence 202 395-6958
Margot Anderson 202 586-3047
Michael Orfini 202 456-9500
R_Perciaspepe/].Beele 202 260-5155
Dan Reicher 202 S86-9260
Bill White 202 260-4852
Brian McLean 202 565-2141
Dina Knuger 202 565-2077
Kevin Doxey 703 607-3124
David Hays 202 208-1873
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‘ From Hambley, Zimmer No. 104 w j{ji

TELEFAX

Date: Thursday, 8 June 2000

UNCLASSIFIED
TO: Ms. Linda Catlett
FROM: USDEL/BONN ~ $B-12 (Climate Change) — Mark G. Hambley

Mark G. Hambley, FAX No. 49 228 269-8222, Room 104

SUBJECT: Climate Change (SB12): Periodic Update No. 4 for
Wednesday/Thursday, June 7-8, 2000

Attached is a copy of the climate change Update No. 4 for June 7-8, 2000. Please
arrange with someone to collect and distribute these reports each day if you are going
to be absent. ] generally try to fax a separate copy to the Front Office, as well, but it
is always good to check with them. Please also ensure that the fax machine bas
paper! Many thanks.

MGH
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of the UN Framework Convention on Climate Change (SB12)

Organization

State/OES
State/ORS
State/OES
State/OES
State/L/OES
OES/EGC
State/OES
State/H/OES
State/G

WH
USAID
WH/OSTP
WH
Treasury
Treasury
Commexce
Commerce
WH/CEQ
WH/CCTF
WH/CCTFR
Energy
WH/CEA
Energy
WH/OVP
EPA
Energy
EPA

EPA

EPA

DOD

DO1

[T it P sl 1 (VY

List of Recipients for Periodic Reporting

=

from the Twelfth Sessions of the Subsidiary Bodies

June §-16, 2000
Bonn,Germany
Name FAX
David Sandalow 202 647-0217
Ken Brill 202 647-0217
Brooks Yeager 202 647-0217
Povenmire/Hobgood 202 647-0217
Sue Biniaz/Evan Bloom 202 736-7115
Dan Balzer et. al. 202 647-0191
Susan Gordon/H.Kaufman 202 647-3970
Chris Mann 202 647-9667
Nigel Purvis 202 647-0753
Roger Ballentine 202 456-1736
Hales/Barrett 202 216-3174
Rosina Bierbaum 202 456-6025
Jan Bowles 202 456-2710
Todd Stern 202 622-0073
Robert Crumby 202 622-2633
Robert Festa 202 482-4636
Dana Palmer 202 408-9674
George Frampton 202 456-2710
David Gardiner 202 395-2311
John Gibson 202 395-2342
David Goldwyn 202 586-0861
Robert Lawrence 202 395-6958
Margot Anderson 202 586-3047
Michael Orfini 202 456-9500
R.Perciaspepe/J Beale 202 260-5155
Dan Reicher 202 586-9260
Bill White 202 260-4852
Brian McLean 202 565-2141
Dina Kruger 202 565-2077
Kevin Doxey 703 607-3124
David Hays 202 208-1873
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8 June 2000

To: See Recipients’ List
From: USDEL/Bonn — Mark G. Hambley/
Sabject: Penodic 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 Nations
Framewark Convention on Climate Change (SB12) that are meeting in Bonn during
the June S-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
evening 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
editian 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 circuleted to other
delegations. Please see the explanation in this report to place this letter in context.

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

i e
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8 June 2000

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 Bodies of the UN
Framework Convention on Climate Change (SB12) continued to make headway
during their afternoon, evening and moming sessions on Wednesday and Thursday.
Two points are of note. First, the EU 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 occurring primarily in the areas of Art 5/7/&8, compliance, and the
mechanisms, We are also trying to set up 8 meeting with the EU on LULUCF-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
dclegation on Wednesday night where we were gble to explain our views on sinks,
complience and other areas where we do not often see eye-to-eye.

The second noteworthy atmospheric concems dynamics within the
G-77/China. Chairman Chow has been accused by the Saudis of moving at
“‘supersonic” speed through 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 allieg within the G-77 (pnncipally many of the more progressive
Latins). 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 portions went predictably. Most of
the business questions focused on minutiae with regard to the mechanisms in general
and on the CDM in particular. Among their specific questions were ones dealing with
our approach on public participation and our amitude towards 2 list of project
priorities.

The NGOs, on the other hand, were concemed mostly about the sinks
discussions. Questions about the criteria we are interested in proposing for Article 3.4
additionel acitivities were typical of this part of the discussion. In addition, capacity
building and technology transfer were also discussed. Concerning the former, WWE
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 mseting, the U.S. Climatc 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 aspects
of the Kyoto Protocol that they insist will irnpact 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 open ths 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 rccitation
of ths way in which our policies 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 community 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 U.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 letter (the caver note to us and well as the letter that was
circulated) is included with this report. We did not include the attachment outlining
domestic action which our interlocutors will already be familiar with.

Reaction to our Article 4 Efforts

Our efforts to put linkages between the EU bubble (Article 4) and several
items under discussion in the mechanisms, compliance, and as cross-cutting issues has
thus far proven successful. No backlash with our EU colleagues has as yct been
detected; to the contrary, as noted, we are talking to thern now more than ever before
on a variety of techuical 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 ie believed to be nervous, as well,
but did not voice any objection,

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

(a)

(b)

(©)

(d)

Convention Articles 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 occwred on June 7. The Saudis once more listed their
demands for minimizing the impacts of response mecasures that include
eliminating tax distortions and remaving subsidies; discouraging nuclear
energy; supporting wider use of CO2 sequestration technologies; helping with
economic diversification; and providing compensation where adverse impacts
are indicated, Annex [ Parties tock a firm and consistent line on this {ssue 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, because Article 3,14 deals only with Annex I 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 revolved around the IPCC
contribution on this topic and on the web page that has been cstablished.

Kyote Mechanisms: There were no formal meetings on Wednesday. They
resume later today (Jure 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 not
as yet agreed to release 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
mechanisms, leaving their issues at a disadvantage. The timing 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 noted, the U.S. and the EU held a useful bilatera] on this
topic on June 7. We were impressed to note that some 16 EU delegates
showed up, 50 there was no miginterpretation of our message to the broader
group. The actual meetings on June 7 went better than expected. The
participants went through the old elements text. They were invited to
comment on the co-chairs’ new text. The ca-chairs then hope to develop a
new document which can be reviewed by delegates during the formal
meetings next week.,

F.Ubr 2L
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Policies and Measures (PAMs): Hopes for an early resolution of this issue to
keep it from becoming a drag to the already overburdened September agenda
bave been diminished. According to SBSTA Chair Dovland, his efforts to put
together the draft elements for a decision were complicated by EU
submissions that call for the development of international indicators and for
the delineation of policies thet can measure substantial progress by the review
expected in 2005. 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): Durnng a
marathon presentation of its report, various IPCC scientists — led by Chair Bob
Watson — 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 especially by the
Latins, Colombia’s Black gave a particularly compelling intervention on the
utility of sinks as CDM praojects. Although the EU wamned us to expect a
“very tough” paper on sinks, the British appeared to have been impressed with
the explenation we gave to them at our June 7 bilateral on the way we propose
to handle Article 3.4's additional activiies, We will make another push ata
bilateral with the BU Presidency (Portugal) later on June 8,

Capacity Building: The chair of this group, SBI Chair John Asghe (acting solo
in the absence of Dan Reifsnyder) held his first meeting on this topic on June
7 with a focus on the needs of economies in transition. Aside from the
Russians 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 next discussion
on this issue that will involve capacity bullding as it relates to developing
countries. '

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

F.9r 2
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US CLIMATE ACTION NETWORK

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

FAX MEMORANDUM
" Please Deliver Immediately

TO: .T,hc Honorable Frank E. Loy, Under Secretary of State for Global Affairs
. The Honorable David Sandalow, Assistant Secretary of State

CC: Dan Bodansky, State Department
Jeff Miotke, State Department .
David Gardiner, White House Climate Change Task Force
Ian Bowles, CEQ '
Roger Ballentine, White House

FAX: ~ 647-0191,456-2710

FROM: - Nathalie Eddy, USCAN, International Coordinator
DATE: June 7, 2000 ’ _ - PAGES: 6
~RE: " USCAN letter 1o Climate Negotiators

Dear U.S. Climate Delegation,

U S. environmental Orgamzauons cantinue fo be deeply concemed about the U.S. negotiating
position on key elements of the Kyoto Protacol that will have a direct impact on lts environmantal
integrity. We believe that measures the U.S promotes in the name of "full flexibility" could undermine
the environmental effectiveness of the Kyoto Protocol. The U.S. position that such measures are a
precequisite for ratification is misguided. The real risk to ratification lies in weakening the Protocal. If it
is not a strong agresment that leads to real reductions of greenhouse gas ermssmns it will lack the
grassroots support necessary to achieve ratification.

We have exprassed our concerns on these matters to members of the U.S. delegation,
Additionally, we feel it is necessary to relay these concerns to other negotiators via the attached leter,
We are alsa distriburing the attached updata on U.S. Domestic Developmems highlighting recent support
for the Kyota Protocol and reducing domastic greenhouse gas emissions demonstrated through loeal,
state and national injtiatives. This lerter and update will be distributed to key negotiators in the next few
days, and made available to negotiators nttendmg the current negotiatng sessions in
Bonn, Germany.

Global warming is an urgent problem requiring xmmedxa[c domestic and inrernational action to
reduce greenhouse gas emissions. We again urge you to ensure that rules negotiated under the Kyoto
Pratocol pratect the planet by ensuring real reductions in emissians instead of creating loopholes that
delay action even further.

Sincerely,

Nathalie Bddy .
USCAN, Intemational Coordmator
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Climate Solutions « Environmental Defense ¢ Envirenmental and Energy Swudy Instinute «
Friends of the Earth-US » Greenpeacs-US « Minnesotans for an Energy-Efficienc Economy
Natural Resources Defense Council » National Environmental Trust
* Ozone Action e Physicians for Social Responsibility
Sierra Club e Union of Concerned Scientists « United Methodist Church:

" General Board of Church and Seciety  US Public Interest Research Group
» World Wildlife Fund '

‘ American Council for an Energy Bfficient Economy e Center for International Environmental Law =

June 7, 2000
Dear Climate Negotiater,

As members of the US Climats Action Network (USCAN) we are writing to you regarding
critical issues underlying the upcoming climate negatisting sessions in June, Seprember and at COPS in
The Hague. These negotiations will do much t determine the long-term environmental integrity of the
Kyoto Protacol. Whether the Protocol emerges from COP6 as an instrument that will spur action to
reduce greenhouse gases, or as a loophole-ridden agrsement that promises such action without
dclivering it depends.on you. Should Parties choose not to negotiate sufficiently strang rules for the
mechanisms, compliance’and the role of sinks, real progress towards the objective of the Framework
Canvention will nat be achieved, and support for the Kyoto Protocol will diminish werldwide.

The decisions to be taken .a; COP6 pose subsiantial methodological, institutional and technical
challenges. But perhaps the most setious potential barrier to progress is US demands, in the name of
“full flexibility,” for concessions that could undermine the environmental effectiveness of the Kyoto
Protocol as a pre-requisite for US ratification of the agreerpent. There is a serious risk that a
combination of unfettered trading of “hot air™ tons; broad definitions of additional Land-Use Change
Forestry (LUCF) activities under Aricle, 3.4 that would open the way for crediting business-as-usual
LUCEF practices; weak rules for Joint Implemsntation (JT) and Clean Development Mechanism (CDM)
that would allow crediting of puclear power, so-called “clean coal,” large hydro aad other dubious’
projects; and “borrowing” from future budget periods as the pancipal non-compliance remedy could
result in a Protocol that does not require any change from business-as-usual emissian trajectories,

The notion that measures like these are essential to secure ratification by the United States
Senmte is misguided. Sacrificing environmental integrity will do liitle to generate political support for
the Kyota Protocol in the US Congress. Rather, it is only through our broad-based mabilization of the
environmental, religious and other grassroots constituencies, along with increasing public awareness
and concem about global warming, that the political climate will be changed sufficiently to allow
Scnate ratification. The enthusiastic support of these constituencies for the Prortocol, along with, that of
the growing group of US companies that actuelly wish to reduce emissions, would be threatened by
decisions at COP6 to weaken its environmental intogrity. :

We are artaching a report on 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 the extreme
for governments to agree to compromises at COP6 that weaken the Kyoto Protozol out of a mistaken
belief that this provides any grearer assurance of US ratification. We urge you to hold firm for COP6S
dccisions that strengthen, rather than undermine, the Protocol’s environmental effectiveness.

Sincerely,

Members of US Glimate Action Network



JED- Eaw

JUN=UE—Zdidd

1y 28

Earth Negotiations Bulletin

A Repomng Service for Envlronmenl and De velopm ent Negonaﬂons
Online at http://www.iisd.ca/climate/sb12/
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Thursday. 8 June 2000

HIGHLIGHTS FROM FCCC SB-12 -
INFORMAL MEETINGS
WEDNESDAY, 7 JUNE 2000

Delegates to the informal meetings preceding SB-12 met o
discuss: Protoecal Article 3.14 (adverse effacts); technalogy
transfer; compliance; guidelinas under Protocol Articles S (m eth-
odological issues), 7 (communication of informadon) and 8
(review of inforraation); and capeoity building. They also
convened for a bricfing on the IPCC Speclal R:port on Land Use,
Land-Use Chenge and Forestry.

INFORMAL MEETINGS AND WORKSHOFS :

ADVERSE EFFECTS: Participants discussed Protocal
Article 3.14 and ocutlined possible actions 1o minimize the adverse
effects of climate change and/or impacts of response measures.

Actions to minimizo the impaces of response measures:
SAUDI ARABIA seid Annex [ Partics should: eliminate tax -
distortions and remove subsidies; discourage nuclear energy;
support wider use of CO2 sequestration tcdmologmn, halp with
economic diversification; and provide compensstion where
adverse effects are demonstreted. The US recalled & recent OPEC
study indicating that jointaction by OPEC members alone could be
sufficient to courteracr any possible impact of response measurcs
on revenus flows. With AUSTRALIA, he noted efforts by some
oil-producing countries to get aside oil revenues to help mitgate
the impacts of response megsures. VENEZUELA cautioned

st attcmpts 1o shift commitments under Article 3.14 away
ex I Parties. ZIMBABWE suid income from Annex 1
* carbon taxes could be used to support technology transfer,
while SOUTH AFRICA added that the revenue could fund rele-
vancresearch.

Actions to minimize the impnca of climate change: The US
and UK seid implementing the Pratacol i3 the most important step.
AUSTRALIA supported 8 Protocol with a full, competitive and
wInsparent emissions trading regimeé end 3 CDM regime that
includes sinks. NIGFRIA and VENEZUELA suid the mechanlsms
would be insufficient to amaliorata the impects of dlimate change.
SENEGAL callcd forimmediate financial and technical supportto
implement adaptation measuret. BANGLADESH, BURKINA
FASO end the SUDAN stressed the need for early waming .
systcms and disaster preparedness. JAMAICA end BURKINA
PASO highlighted the special needs of least devdoped countries.

Future decizions and processes: On future decisions on
FCCC Article 4.8 and 4.9 and Protocal Artiola 3,14, SWITZER-
LAND said it preferred ane dedision on both, while SAUDI .
ARABIA, CHINA and other developing countries supported sepd-
rate consideration and decisions, as Acticle 3.14 relates only to
respoasibilities of Annex I Parties.

DEVELOPMENT AND TRANSFER OF TECH-
NOLOGY: Chair Dovland noted that three regional weckshops
had been held to advance understanding of technology needs,
generate ideas on enhanding technology transfer, and consider
alements of 8 framework for tachnolagy devalopment and transfer.

Roporting on the African workshop, Pcter Zhou (Botswana)
oudined technology transfer barriers including the lack of climate
change palicics, weak lcgal and regutatary frameworks, inadc-
quate finance and problems with structural adjustment
programmes, He noted the need 10, inser alia: create strategic part-
nerships berween governments, the private sector, and denors;
provide easier aocess to financing environmentally-sound technol-
ogies (ESTs) and local technol ogies; and ephance skills To suppornt
decizion making.

Mahendra Kumar (Samoa), reporting on the Asia-Pacific
workshop, said technology needs assessments should be country-
driven and transparent, Involving multi-stakeholder participation.
He noted the limited attention paid to adaptation techinologics.
Sheik Mohamed Khan (Guyana) said the Latin Americs and Carib-
bean warkshop stressed the need to, inter alia; build indigenous
capacites to assimilate and absorb climate-friendly technologies;
improve aceess to technology information; involve smaller coun-
tries in capadty building initiativas; and overcome political
barriers that resultin low prioritization of technology issues.

In the ensuing discugsion, issues raised included the nged for a
focus on technology transfer for adaptation and 3 global advisory
instimadon to assist countries bandling unsuitable technology.
Ogunlade Davidson, TPCC, outlined tha IPCC Special Report on
Methodological and chh.uologncal Issues in Technology Transfer.
He stresaed that technology trensfer for climate change should
always be viewed in the FCCC’s cantext, and underscored the
need for rapid technology innovation and broad rransfer of EST for
mitigation and adaptation. The FCCC Secretariat ingoduced the
climate technology website (http.//www. icfeansulting. com/
unfa.:ddlmnte naf) and the p!ﬁjﬂﬂt inventory database pilorinitia-
tve.

COMPLIANCE: Delegates considered the Co-Chairs*
Blements of a Compliance System for the Kyoto Protocal. On
Objective, AUSTRALILA, with CANADA, sought to limit the
campliance systern to Annex I Parties' commitments. The EU
suggested adding the objective of enforcing compliance.

On Nature and Principles, delogates expregsed mixed views on
whether ar not to include them explicitly. SAUDI ARABIA and
CHINA, opposed by AUSTRALIA and CANADA, proposed
epecifying that the principle of common but differentisted respon-
sibilities applied between Annex I and non-Annex I Parties.
SOUTH APPJCA, opposed by the US, preposed adding the
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On Scope of Applicaden, AUSTRALIA suggested specifying

the pravisions on Annex I Parties’ obligadons to which the system

uld apply. CANADA, ths US, the EU and SWITZERLAND
‘om‘d the concept whereby the system applies to all commit-

nts. On Functions of 2 Compliance Instimvnon, SAUDI
ARABILA proposed adding thst allcampliance and nan-compliance
is8ues pertmning to project activities under Article 12 (CDM) shall
be addressed by the CDM’s Executive Baard. Supportad by NEW
ZEALAND, the US said the text should specify that the compli-
ance system ig supplementary to all compliznce aspects under the
Pratocol, AUSTRALIA and the EU suggested an additional func-
tion of determining whether or nat a Party is in compliance with .
Article 3.1, , , :

On Referral; the US, SOUTH AFRICA and SWITZERLAND,
oppased by SAUDI ARABIA, favored a role far reparts by expert -
review teams (RRT1). The US, SWITZERLAND, NEW
ZEALAND, CHILE and BRAZIL opposed a role for the COP/
MQP. The UK, opposed by saveral delegates, supported a fole for
the Secretanat, ‘

On Screening, SWITZERLAND stressed the need to identify
criteria and, in orderto help delepates geta clear view of the flow of
information under the review and compliance processes, o prepare
a flow chart SOUTH AFRICA, with the UK, :dentified two
screening pracesses! the channeling of a case to the proper forum
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 task could be parformed by the Secretariat, She added that
the laner task required a substantive assessment of & case that, if -
underaken by a separate entlty, could duplicate the work of the
compliance institution. - ,

[PCC SPEGIAL REPORT: IPCC Chair Robert Watson
presented the major findings of the IPCC Special Report on Land

Lend-Use Change and Forestry (LULUCF), which were then
orated by the lead authors. On the global carbon cycle, Bert

n said ecogystem models indicate that additional rerresuis!
take of atmospheric CO2 arising from indirect anthropogenic
effects |8 likely to be maintained for several decades in the forest
ecosystems, but may gradually diminish. Robert Watson under-
gcored that defining afforestation, refarestaion and deforestation
will be critical, as this will determine the amount of land falling
under Article 3.3 and treatment of the harvesting-cegeneration
cycle. Oa carbon accoundng, he presented land-based and acrivity-
based approaches, noting that in the former case itis difficultta
factar out human-induyced activities, while the latecr poses a risk of
doublc counting. Bernard Schlamadinger oudined three differeat
accounting approsches applied to the FAO definitional scenario a5
well as the IPCC scenaria to illustrate the effect of differeat
approaches under Aricle 3 3, : .

On Article 3.4, Robert Scholes noted that the magnitude of
additional activities could be substantial compured to Anicle3.]
obligations, and djstinguished between changes in management
and in land cover. He highlighted verifiability and associated non-
clicate impaors and benefits as kay issues for the COP.

Jayant Sathaye noted that LULUCF project experience is being
gained through ATJ activities. He discussed concerns with
LULUCEF projects, notably permanence, baselines, addivonality,
carbon laskage, menitoring and verificatian and itnplementation of
sustainability conditions, N HRavindranath highlighted provisions
for LULUCF in current IPCC guidelines, and bow they might be
rovisad to accommadate requirements of the Protocol, including
additional activities under Article 3.4 and project-based acuvities.
Peter Frumhof¥ said a system of eqiteria and indieatars could be
uscful to compare sustainable devel opmentimpacts across

UL UCE alternatives. He said poteatial for synergies with other.
rilateral environmental agrecments oxist, and that several
v8, infer alia, insttutional and technical capacity, community
icipation and technology traasfer, are critical to strengthening
the sustainable development impacts of LULUCF activities.

1n the enguing discussion, a number of delegates noted uncer-
tainties in the research, while savera) sought clarificadon on 1ach-
nical issues. Participants also ralsed issucs rolated 1o sustainable
development and a relevant framework! avoiding deforestation in
tropical regions: consistent ground and somospheric definitions; the
effect of climate on phowsynthetic potantial in troplcal regions; the
potantial for sinks acdvites to account for a significant proportion
of Annex I Parties’ Protocol obligations; and questions relatingtoa
full carbon accounting system.

CAPACITY BUILDING: Chair Ashe said the meeting aimed
st doveloping 8 draft framework for capacity building, with the first
gessian focussing oo economies in transition (EITs). The
RUSSIAN FEDERATION asked about timeframes far capacity
building. CANADA urged BITs to integrate capacity building into
national planning processes, and to sharw their experiences.
Various US agencies outlined their capacity building activities for
EITs. The BU highlighted the need for institutional capacity on
inventories and on Protoco! Articles S and 7. ROMANIA empha-
sized the importance of capadity building for inventorics, J1, and |
institutions! and regulatory frameworks, and suggested reference
to “capacity development.” HUNGARY urged greater cfforts to
harmonize capacity buildingactions for EITs, ENVIRON-
MENTAL DEFENSE and CANADA emphasized that capacity
bullding should be gugtainable. EGYPT suggested expanding

capacity building to other stakeholders and maximizing the use of

regional institutians. The US underlined the fact that EITs have
cotnmitments 1o reduce emissions and suggested usiag the Protocol
mechanisms to support capacity building. Noting the existing tech-
nical and scientific capacity in EITs, SWITZERLAND undcrlined
the need for political support. NIGERIA noted the need to build
capacity in negotiating skills and outlined recent initiatives,
GUIDELINES UNDER PROTOCOL ARTICLES 5,7 & 8:
Subgroup ea Articles 52 (adjustments) and 8 (ceview of infor-
mation): Co-Chair James Penman (UK) asked the Secretariat to
prepare new Draft Guidelines under Protocal Article 8, based on
the structure of an KU praposal containing: General Appraach,
National Inveatary Submissions, [nfarmatian on Assigaed
Amounts, National Systems, National Registries, and National
Communieations and Othar Commitments. The group then
continued its consideration of Part II of the guidelines. On Clagsifi-
cation of Inventory Problems, the EU presented its non-peper
providing for, infer alla, categories of problems triggering an cxpe-
dited procedure. The EU explained thar under this procedure: the

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

committoa sbaut a probler; the problems triggering an expedited
procedure would be assessable during the initial check of invento-
ric!s; and tamparary messures would apply until the problem was
solved. ‘

Subgroup on Article 5.1 (national systems): This subgroup
recelved a partial redraf} of the second Draft Guidelines for
National Systeras under Protacol Article 5.1. Several delegates
expressed their views on reporting with regard to national systees,
and on links to Article 7. Delegates also approved minortechnical
changes to sub-paragraphs on Inventory Preparation.

THINGS TO LOOK FOR TODAY

ARTICLES S, 7 & 8: Meetings are scheduled for 10:00 am in
the Reger Room 8ad 5:00 pm in the Haydn and Lenne Rooms.

MECHANISMS: Meetings will take place at 10:00 am and
7:00 pm in Plenary II. '

LULUCEF: To be held from 3:00 pm ia the Haydn Room.

COMPLIANCE: Thiz meeting will gtart at 3:00 pm in the
Schumasn Room.

ADVERSFE EFFECTS: This meeting will take placc from
5:00 pm in the Schumann Room. ‘

Mestings details are subject to change. Coasult the announco-
ment board for details. .
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‘ From Hambley, Zimmer No. 104

TELEFAX

Date: Thursday, 8 June 2000

UNCLASSIFIED
TO: Ms. Linda Catlett

FROM: USDEL/BONN - SB-12 (Climate Change) - Mark G. Hnmb),g@l"—N
Mark G. Hambley, FAX No. 49 228 269-8222, Room 104

SUBJECT: Climate Change (SB12): Perniodic Update No. 5
Supplemental Reporting for Wednesday/Thursday, June 7-8, 2000

Attached is a copy of detailed USDEL reporting for June 6/7, plus the June 6 copy ofo
the Earth Negotiations Bulletin. These reports should be read in conjuction with
Updates No. 3 and 4. Please distribute them to the addressees on the aftached list.

Many thanks.

MGH
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Organization

State/OES
State/OES
State/OES
State/OES
Stata/I/OES
OES/EGC
State/OES
State/H/OES
State/G

WH
USAID
WH/OSTP
WH
Treasury
Treasury
Commerce
Commerce
WH/CEQ
WH/CCTF
WH/CCTF
Energy
WH/CEA
Energy
WH/OVP
EPA
Energy
EPA

EPA

EPA

DOD

DOI

DES/EGC

List of Recipients for Periodic Reporting

Zdz

from the Twelfth Sessions of the Subsidiary Bodies
of the UN Framework Convention on Climate Change (SB12)
June 5-16, 2000

Bonn,Germany
Name FAX
David Sandalow 202 647-0217
Ken Brill 202 647-0217
Brooks Yeager 202 647-0217
Povenmire/Hobgood 202 647-0217
Sue Biniaz/Evan Bloom 202 736-7115
Dan Balzer gt. al. 202 647-0191
Susan Gordon/H.Kaufman 202 647-3970
Chris Mann 202 647-9667
Nigel Purvis 202 647-0753
Roger Ballentine 202 456-1736
Hales/Barxctt 202 216-3174
Rosina Bierbaum 202 456-6025
Jan Bowles 202 456-2710
Todd Stern 202 622-0073
Robert Crumby 202 622-2633
Robert Festa 202 482-4636
Dana Palmer 202 408-9674
Georgoe Frampton 202 456-2710
David Gardiner 202 395-2311
John Gibson 202 395-2342
David Goldwyn 202 586-0861
Robert Lawrence 202 395-6958
Margot Anderson 202 586-3047
Michael Orfini 202 456-5500
R Perciaspepe/J.Beale 202 260-5155
Dan Reichet 202 586-9260
Bill White 202 260-4852
Brian McLean 202 565-2141
Dina Kruger 202 565-2077
Kevin Doxey 703 607-3124
David Hays 202 208-1873
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8 June 2000

To: See Recipients” List
From: USDEL/Bonn — Mark G. Hambw#’/

Subfject: Periodic Update No. S from SB12 (supplemental reporting)

This message transmits additional reporting on cvents and activities during the
Twelfth Meetings of the Subsidiary Bodies to the United Nations Framework
Conveation on Climate Change (SB12) that are meeting in Bonn during the June 5-16
timefrarne. 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 informal 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 preparcd by States Barbara
DeRasa Joynt;

(D) Notes on the first technology 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 roport 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 other rcports, these are for internal use only and are not
intended for dissemination outside the U.S. Government.
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NOTES: 6/6 Mechanisms Informal Workshop

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 that need to be discussed and taken by Parties.

Chow’s presentation on emissions trading (ET) covered the following issucs: 1)
Participation (Eligibility); 2) Modalities of Operation; 3) Liability. Most of the
discussion was about 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 verification 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 liability. .

The JI presentation covered 2 options for ‘Yegulatory intensity of Artiole 6 projects™:
1) extend JI projects to CDM project cycle/process, 2) minimal reporting and optional
verification by host Party. Although the second option was lik=ly meant to capture
the Umbrella Group position, it is not an accuratc representation, Annex I Parties
argued the differences between JI and CDM. Several G77 countries (including India
and Nigeria) raised the concern that trading and J] “would squeeze out the CDM” and
suggested resuicting the size/amount of rading/JI or applying rules that will Jead 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 J1 might have a similar project cycle to the CDM, the difference that ERUs
come from existing assigned amount leads to an important question about the need for

. instintions at the inrernational level vs. the national Jevel, Further, we supported the

New Zéaland intervention which focused on ensuring the environmental integrity of
J1 by focusing international review on projects in host countries found our of
compliance with inventory and registry requirements, Poland supported option 2.

Jmacedonis &/6/00
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There were 2 panels with NGO presentations on the mechanisms. The first was with

NOTES: 6/6 Mechanisms Meeting with NGOs

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

International Chamber of Commerce (ICC), Jonathan Grant of Interational
Petroleumn Industry Environmental Conservation Association (IPIECA), John Novak
of Bdison Electric Institute (EEI), Tom Jacob of International Climate Change
Partnership ICCP), and Paul Metz representing the Enropean and US Business
Councils for Sustainable Energy (BSCE). Industry focused on the following: 1)
clear, predictablé rules that do not overly burden the mechanisms, without qualitative
or quantitative restrictions on usc of mechanisms; 2) the importance of entity
participation in development and use of mechanisms and compatibility with domestic
obligations; 3) fungibility; 4) credit for ALJ projects; 5) inclusion of all project types
in CDM and priority progress on power sector and sinks projects. All panelists except
BSCE supported seller liability, while BSCE supported buyer liability.

The sccond 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
(WWF), and Natalie Bddy of the Climate Action Network (CAN). NGOs supported
the following: 1) eligibility requirements with pre-commitment period review and 2
driver's license approach; 2) buyer liability with the opportunity to turn * good as
gold’ based an 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, cartification, and accreditation, as well as civil society
participation in the Executive Board.

¥macsdonia | &/6/00
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Informal Workshop on Capacity Building
Jupe 7, 2000
Notes: Barbara De Rosa-Joynt and Duane Lakich Muller

The first meeting on capacity building, chaired 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 called 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 gs productive as possible. Russia emphasized the need for additjonal
financial resources and a timetable for a review of progress on capeoity 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 usefy) compilation and synthesis of
their views. Scveral 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 impartance of sustainebility with a
focus on producing more educational and training materials. Nigeria, Tanzania and
China were also present during this discussion with EITs. Nigeria noted the capacity
building efforts of UNITAR for African negotiators and the importance of having
“awareness of their own capacity.” Portugal, on behslf of the EU, intervened late and
noted the irnportance of capacity building efforts. Switzerland highlighted the
importance of in-country political suppor for capacity building efforts. The US noted
ongoing capacity building efforts, including EPA’s work on emissions trading and
Joint implementation, the US Country Studies Program, and USAID’s training and
capacity building efforts. The US also indjcated the potential usefulness of the
Secretariat conducting workshops to address EITa capacity building issues.

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

Cr i
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Notes for the Informal Moeting on Transfer of Technology Consultative Process
. 10-1:00 June 7, 2000, prepared by: Paul Schwengels, EPA.

The Chair of SBSTA convened an open informal segsion to present and discuss reports of
progress under the Consultative Pracess on TechnolOgoy Transfer which was initiated at COP4
and is intended to provide the basis for a major technology transfar decision at COP6 Expert
consultants from the regions presented results of the three regional workshops in Arusha,
Tenzania in August 1999, Cebu, Philippines in January 2000 and San Salvador, El Salvador in
March, 2000. It was noted in the presentations for the last two workshops that the Climate
Technology Initiative (CTT) had scheduled CTL/Industry Joint Seminars on Technology
Diffusion back to back with the UNFCCC workshops. This was very helpful in facilitation
greater involvement and input from the private sector and other stakeholders. Reports of the
workshops were generally very constructive, laying a basis for possible elements of a framcwork
for improving technology transfer, including technology needs assessment at the national and
sector level, need for improved access to information on technology, integrated approaches to
technology cooperation such as the US-sponsored TCAPP, need to create an enabling
cnvironment, and the importance of greater emphesis on transfer of adaptation technologies in
this process. Ogunlade Davidson, Co-Cheir of IPCC Working Group 3, presented a summary of
the Special Report on Technology Transfer, which was generally constructive. A few
problematic ideas were raised in these 4 presentations and discussion, including publicly owned
technology, technology advisory panels, and technology transfer indjcators, which will have to
be dealt with in the ongoing negotiations. A Nigerian delegate, in his comments, called for
immediate establishment of 8 formal contact group on technology transfer instead of the Friends
of the Chair process, which ig currently in place. This change 1s opposed by the Chair, the
Secretariar and most Parties, including the US, as we believe that this would create a less

‘ constructive process. We hope this proposal will be headed off. The session concluded with
presentations on the Secretariat technolagy transfer website, including a presentation by Paul
Schwengels of EPA and Michael Rucker of CTI on coaperative work by USEPA, CTI and the
Climate Secretariat to provide an improved technology transfer information system connected to
the UNFCCC website, The Secretariat also presented 2 prototype data system documenting
existing projects on climate technology cooperation. There was little time for discussion of these
last presentations but the reactions were generally quite favorable.

EU-Umbrella Consultations on Technology Transfer — June 7, 2000

The US technology transfer team met with delcgations from the EU And other umbrells group
countries sfter the informal meeting to compare views and discuss expectation for the next
meeting. There was consensus that we should work to head off the proposal for a formal contact
group now, and defer establishment of that group until September. We also discussed
substantive ideas for next steps and thers was general consensus on the approach and key
elements which shonld be advanced over the next few days.
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Informal Workshop on Article 4.8/4.9 (3.14)
- Wednesday June 7, 2000 (10am-1pm)
Notes: Duane Lakich Muller

The Informal 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 to the COP/MOP-1, Saudi Arabia staled
that Annex [ Parties should remove subsidies on the production of fossil fuels; discourage
the use of nuclear energy; encourage a wider use of carbon sequestration technologies;,
and assist developing countries to diversify their economies. Japan corrected Saudi
Arabia indicating subsidies to the coal indusiry are being phased out. . Zimbabwe
supported Saudi Arabia on the need for insurance (e.g., compensation), and called for a

- mechanism fo exchange information on PAMs through National Communications by

Annex [ countries; build capacity of developing countries to develop regional models for
response measures; and use a carbon tax as a way 1o reduca 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 one way to minimize the adverse
effects of climate change is to implement the Kyoto Protocol. 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 palicies and the need 10 implemnent
the Kyoto Protocol; Australia and New Zealand stressed that Art 3.14 calls for Parties to
“strive to minimize,” whilc also pointing o the interreladonship 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
adapration assessments. Swirzerland supported the IPCC’s report on Regional Scenarios
for climate change, and the use of traditional channels for informetion 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 an imported petroleum could help developing 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 this discussion and PAMs. The
next discussion will resume June 8 at 3:30pm focusing on the compilation of writien
comments/elements, in the anticipation of reaching negotiating text by SB-13.
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Repart op the Prescntation on the Special Report on Laod Use, Land Use Change and Forestry

The pressntations focused on:

1) The Global Catbon Cycle

2) Definitdons

3) Implications of Article 3.3 (Afforesration, Reforestation, and Defarcstation)
4) Implications of Article 3.4 (Additional Activities)

5) Consistency with Current National Inventory Systams

6) Projects

7) Issues Related to Sustainability

Questions/Concems were focused on two broad areas;

1) Measurability of carbop stock changes (both in terms of mecting national commitrnents and for
projects)

2) Issues related to sustainability

Meesurability

Nigeria raised the concern that suthors correctly pointed out how difficult it would be to messure and
how developing countrics would be expected to develop the expertise to measure if developed
countries cauld not measure?

The response from the authors was the all developed couatries could measure carbon stock
changes if the saw the reason to do it. They all collect the bagio data but prior to Kyoto therc
was po reason to pull it all rogether, They also sgroed that there should be extansive
tachnology transfer (frec transfer of rmodels) to malka the systsm work globally.

Canada raised the question that if we adopt 2 comprehensive accounting approach, are definitions of
forests important?

The authors poted that a comprehensive approach would elimipate issues, bur that the Kyoto
Protocol was not based on comprehensive approach. Ye. Since 1990, only look at ARD.
Therefore, by definition it was not comprebensive and that is why we are baving many of the

problems we are having.

A country esked about the consistancy betwesn current nationa) reporting guidelines and the
requirements under the Kyoto Protocol?

The authors noted that the national reporting guidelines were not develaped for mesting the
Kyoto protesol, While there was work to be done if one wanted to adopt the guideline for
Kyoto reparting purposes, it was doable. The point wes mads that the guidelines already
provide @ good point of departure were country emissions werc companable.

Sustainability

Tuvalu reised concems sbout not have global gustainability criteria and I believe raised the issuc that
Annex | countries could meet all their coramitments through sinks?

Responsc was that global sustainsbility is an important issuc but the authorg soundly
overturned the idea that Annex | countries could meet their commitments through sinks,
Discussed the policy assumptions underlying table 4 and notad that it will takc a combination
of emissions reductions and sink enhancement to meet the targets.

Bolivia raiscd the concern that permancnce was not only 8 sioks issue. They noted that foaail fuel
reduction mey nat permanently reduce carbon in the aomnosphere either (e.g. 2 piece of coal could
simply be burned next year instead of this ycar).

Response was that permanence was, in fact, an isgue mainly related to carbon sequestrstion.
This i¢ commonly confused issue, but there is a distinction between 1) raducing fossil fuel use
and preventing 8 carbon cmission. Preventing deforestation and 2) sequestering carbon.
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HIGHLIGHTS FROM FCCC SB-12 BULGARIA, she suggested distinguishing between Quality
INFORMAL. MEETINGS . Control and Quality Assyrance, recognizing the stronger obliga-
TUESDAY, 6 JUNE 2000 . ) tlon’;«; implement the former. .
. . ) e subgroup on Articles 5.2 (adjustments aad 8 (review of
Dalegates to the informal meetings precading $SB-12 met 1o information) continued its ¢ onsid eraii on of P ax)'tI oft.h(e Elements

discuss: pollcies and measures; guidelines on Protocal Articles S Aol -

(il ol oy (D et e e 817

g:;;:m;?oomm.m :?mg:::u“ land use, land-use relating to Article 3.2 (demonstrable progress) and 3,14, (adverse
restry, : eﬁcctsg. On General Approach, delegates discussed the need to

INFORMAL MRETINGS AND WORKSHOPS ' .o clarify the relati onship between the reports of Bxpert Reviewy
POLICIES AND MEASURES: Chair Dovland summarized ~ Teams (ERTS) sud therole of the COP/MOP and/or s compliance
the outcome of the FCCC warkshop on policies and measures institution that may be established. On Coverage, AUSTRALIA
(P&Ms) held during April in Copenhagen, snd asked delegates for  said the Guidelines could be strucured based o, the timing of
suggestions on future work. While most delegates underfined the  information submitred, the Article under which the information
continuing value of informetion exchange, there wad concem at the Wwas submit!ed_ or the type of issues reviewed.
heavy workloed prior to COP-€. The EU proposed that additional (On Timning and Proceduras, the EU said the trial inventory
workshops be held to address the technical aspects of P&Ms and review period under the FCCC would provide useful guidance for
emphasized the need to improve uantificazion of 3¢sessment of the propased one-year time frame. Delegates also discussed, infar
P&M:s at a sectorsl level. NIG] suggested organizing work- alia: the need t clarify the actions and j nformation covered by thc
shops to examine the effect of P&Ms on developing countrics, and sccmlm}"ﬂ 1nitial check; tha circymstances under which an in-
proposed that P&Ms be addressed as a cross-cutting Issue with country visit Wwould take place; whether recalculetions of the bas=
FCCC Article 4 8 and 4.9 (adverie effects). Delegates proposed year emission investory could oceur; and whether the Guldelines

that wark be undertaken through Priends of the Chair ratherthana  Would be self-contained. SWITZERLAND and the EU said the
cantact grou ! repors of ERTs should also include questions identified and how

JAPAN al:\d the US doubted the value of using ons set of indi-  they had been handled. On'Guidance for the ERTj, delegates
cators to evalugte national policies. CANAD. A, with converged on the nge.d for the Protocal s inventory reviqw guide-
STRALIA, called for indicators that také into account specific  lines to conga.ln addmouq functions to the FCCC guidelines, and
nal circumstances. He preferred the concept of “gaod prac- for a single nventory review process under the FCCC and the
" 1o “bast practices” and, with the US, highlighted the impar-  Protocol. On Clessification of Invengory Problems, the EU distrib-
ce of completing national inventarias, The NETHERI ANDS uted & non-paper to help form the rationale for problem categonza-
and FRANCE said reliance on inventories alone was ingufficicnrto  %ion- On the Composition of the ERTs, delegates underlined the

evaluare the effectiveness of P&Ms, ‘ need to discuss their standing or ad Aac nature,
GUIDELINES UNDER PROTOCOL ARTICLESS,7&8: = MECHANISMS: Pmissfons Trading: Chair Chow high-
Delegates in the subgroup on Article 5.1 (nstional systems) lightod key features of emissione trading contained in the draft text
continued discuesing the second Draft Guidslines for National * for nsgotiation. On participation, one option listed was to requirc
Systems under Article 5.1 of the Kyote Protacol and approved the Party’s prior camplience With its obligadons, such as compli-
minor chenges on Other Dofinitions, Gencral Punctions and ance with Articles S and 7 and roaintenance of national registres,

Specific Punctions, The US fuggested using the same definitions  While another option was to suspend pmicipaﬁon_ if the Party was
as those in the pew IPCC repart on Goad Practice Guidance, He not camplying with these obligatians. On modalities of operations,
said the guidelines should be strictly limited 1o Article 5.1, 2nd mesmls included conducting wansactions through bilatcral and
cautioged againgt referring to reporting under Asticle 7 (commupi. multlateral arrongemenrs among Annex I Partics, through an
eation of information), which will be addressed separately, He exchange, or through both bilateral and multilateral arrangements
added that Specifi¢c Punctions should be divided into inventory and exchanges. On liabillty, options preseated included seller
planning, preparation and management. The BU highlighted the - liability, gharad ligbility, buyer liability, trigger, campliance
need to include the cstablishment of quality objectives in conjunc.  reserve and post-verificatian propossls. SWITZERLAND,
ton with Quality Contral and Quality Assurance, and for the oppased by C,ANADA proposed an annual post-verifieation
cansideration of recrlculation in inventory planning. With f trading system, wherein emissians trading would be limited ta )

' ' . L Assigncd Amount Unite (AAUs) surplus to the Party’s allocation

' Plan. With NEW ZEALAND and the US, CANADA. Supported &

seller regime complemented by gn effective campliance system.

This insuo of the Earth Negotixriens Bullotis G <onh@isd'org> it writtan and cHited by Angals Chirio Bisd.arg>, Jon Hunks <jonhanks @iiies. 1v.ac>, Lavanya

Bajamani davanyu@isd orgo, Malens Sell ] , Chris Spemoe Mag> mu Voiu%)qwckoma@nmm.mw. The Digital

tors ate Andres isd.arg> and Ken Tang ccn@isd org>. The Editor {s Pumnsla 8, Chuc.k\zl;_D. qnm@i‘nlo > and die Managing Dircerer js

e ooy The Simminiog _&‘::: of the Bullous e thn’N;!hzﬂmd:dm(;:z °”(’s°"'§513:%".‘?; d_:':dOo'ctz.u:nt of Cunada

e €3 (throvgh USAID), fronmont, Porests » L), nitod Kingdom Department

FID) and the Bur?nn Commisrion (DG-ENV), Genaral Suppart far the Bullatin durp‘;lg 2000 is provided by the German Fedorul

. J) & L edaral Ministry of Davalopmant Coopatation (BM2), tha Depich Minisuy of arn‘EﬂA the Minigtry of

Y iria, the Ministriar of Formign Affairy and Bavironmaat of Norwny, the Ministfas of Fere{gn A ff1iry sad Environmant of the Government of

Auatrulia, and BP Amoos. MP'WIWMM At this meeting by the UNPOCC Sacratarist, Toe Bulleta car, be contaried b;oad u%%oxﬁ
ttol: +142 12.644-0204; [ax: +1-212-6¢4-0206, 8an bo coataotad by o-mail 2t Gnfo@iisd.ca> snd at 161 Portagn Avenuo Bast, 6th Floor, Winnlpeg, it

4, Canada. The gguuom oxpressed in the Parth Negotistions Bullatin are thosa of the authors sud do not neccsaarlly reflect e vicws of 05D and olgnr fundars.

fram tho Earth Negotiatons Bulledn may be 7o gon-cammercial publiastions cnly and anly with sppropriate scadamio aitation, Far i83i0n to uss thic

Beitar. Plectranlc versions of tho Bullati i disribution lists and can ba found on the Linkages

tpAlivingearth.oom. Por information on the Earth
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in commsarcial pub eations, coplact the Manap;
¥ s2rvor athttp:/www.iisd caffinkages. The uum‘:imngn was ko above
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Cbe US highlighted the need to meintain similar approaches on

icles 4 (joint fulflllment of commitments) end 17 (emissions

Ang), as both permit Parties to fulfill obligations collecdvely,

otnted out that Article 4 refers to mansferor liability.

ALU, on bchalf of AOSIS, highlighted the need for environ-

nenml integrity of emissions trading systems and sought elabors-
ion on the 1dea of a compliance reserve, COLOMBIA strepsed the

1eed for a suitgble system for the measurement of emissions from

»oint and mobile sources. INDIA stressed the noed to first deter-
nine the character, namra and volume of the transferable. He said

hat the CDM could be marginalized by emissions trading because

'fits sustainable development requirements.

Joint Implementation: Chair Chow soughs delegartes’ views
n subjecting JI projects to CDM-type requirements. Noting the .
lifferent objecrives of CDM and JI, JAPAN and POLAND argyed
\gainst additional requirements on JL. NEW ZEALAND, with the
JS, ergued that 2 JI project should be subject to CDM-type scrutiny
nly wherc a Party Ioc: not camply with Articles 5 and 7, and
vhere these both impact on the project. The EU supported 8 CDM-
ype project cycle to enmure cnvironmental credibility at the project
evcl. NIGERIA expressed concem that differant transaction costs
vould reduce CDM take-up and, with INDIA end CHINA, '
iroposed similar requirements for . SOUTH AFRICA argued
hat J1's limitaton 1o Annex I Parties doas notjustify less oneraus
cquirements. The US argued against imposing CDM-type require-
nents just to ensure parity with JI,

Industry and environmental NGOs’ positions: In an eveniog
ession an business and NGO perspectives on the mechanisms,
eprescntatives from the business community, including the Inter
1ational Chamber of Commerca and the International Climate |
:hange Partnership, recomnmendcd, imter alia. that COP-6: agree to
‘ear definitions on fungibility and wadeasbility; aschew quantita-
ive restrictions in the mochanisms; pravide clarity on the proposed
tiona] controls for CDM; creale 2 stroang and fair compliance
. and approve machaniams for fast-track CDM crediting.
Tepresentutives expressed preference for scller liability.

The Climate Action Network (CAN), representing the NGOs,
aid Annex-I participation 1n the mechanisms should hinge on their
wility to menitor and report emissions to a given standard and
rack changes to AAUs. On liability, CAN supporned a hybrid

uyer-seller liability easuring cnviranmental effectiveness and
:apturing the market’s power to enhence compliance. On CDM,
2AN said i1 must encourage the development of markets for clean
:nergy technologies in the South; suppartlacal, regicnal and
ational development priorities; have minimum overal| environ-
ncntal impacts; and not undermine Annex 1 domestic setion. CAN
Jso supgested measures to enhancc public participation ia the
ZDM Project Cycle. "

CROSS-CUTTING ISSUES: Chair Dovland said this

necting was aimad at facilitating coberence and eliminating dupli-
zation of work among the various issues under negotiation. He
noted linkages between the work on mechanisms, compliance and
Articles 5, 7 and 8, and suggosted grouping these cross-cutting
issues in seven areas; supplementary information relating to the
mechanisms,; the review of mechanisms-related activities; the rela-
tonship betoeen the adjustment and campliznce procedures; the
relationship between the classification of problems and the
scrcening procedurs; implementation jgsues; and critarie for mech-
anisms participation. FHe then listed 14 spccific questions related to
these cross-cutting issues and idennfied which of the thrse contact
groups should take the lead role in responding to cach of these
questions. He notcd that further que:?om could be added to this
list, and that thcre were inkages between other issues under negoti-
ation, such as the potantial linkages betweas work on P&M: aad

Article 4.8 and 4.9 and Protocal Article 3.14. .

additional crosscutting issues, SAUDI ARABIA askad
Imter alia the mla!icnsg'p between the financial pegalty
the compliznce regime end Protocol Articles 2.3 and 3.14;

the relationship between the complisncs mechanism and Arocles S
and 7; and whether an Annex I Party might lose its eligibilisy to
participate in the mechanisms if in non-compliance 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 trantfer), 4.8 and 4.9_The US raiced questions about the
relationship between Article 4 (joint fulfillment of commitments)
and Articles 5, 7 and 8, the mechanismas end the compliance

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

relating to ligbility for reparting and review under the compliance
system. He said consideration of the linkage between Articles 7 and
8 on the one hand, and Artdcles 6 and 12 on the other, should be
extanded to Article 17. _

LAND USE, LAND-USE CHANGE AND FORESTRY:
Delegates were updated on the progress of the contact group
charged with compiling the proposals for a data-reporting format.
On guiding principles and critena for the identification of addi-

. tional activities under Article 3 4 (changes in carbon stocks), Co-

Chair Philip Gwage (Uganda) underscored the need far consis-
tency with the FCCC abjcctive, and said sequestration is not
compearable with emissions reductions, The EU said criteria should
be verifizble and takc into secount the objective of sustaingble

"development. She 2aid carbon stock change should be atributable

to human-induced activittes. AUSTRALIA said artention should
be paid to the use of the critaria befare considering the nature and

- scope of guiding principles. -

. The US praposed starting with the {ssues identified in FCCC
Article 3.4, He stressed the need for comprchensiveness to ensure
that the maximum incentive is given to Parties to reduce emissions
and enhance sequestration, and said meoasured undertaken should
be cost effective. CANADA undecscored the importance of empha-
sizing the netional context of sustainable development, while
TUVALU stressed a broader approach,

Co-Chair Thorpeirsson said 2 liat of guiding principles and
cniteria could provade a context for country submissfons. He
suggested separating guiding principles and criteria. AUSTRALIA
<autioned against differeatiating between guiding principles and
criteria, recalling similar earlier discussions that had not resulted in
agreement. Supported by the US, she said the guidiog principles for
additional activities under Article 3.4 already existinthe FCCC
and Pratacol, and questioned the need for a list. The ao-chairs will
compile the discussions for consideradon 2t the nextinformal
meeting,

IN THE CORRIDORS ,

Some participants felt the session on cross-curting igsues repra-
sented a barometer for the meeung so fer, which seems to have
started constructively. A number of panticipants suggosted that
Wednosday's briefing on the IPCC's Special Report on LULUCF
could resultia the most lively session of the meeting 1o date.

THINGS TO LOOK FOR TODAY

TECHNOLOGY TRANSFER: This meeting will be held
from 10:00 am in the Flaydn Room.

LULUCF: A meatingis expecicd to convene at 11:00 am in the
HaberRoom. .

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

YPCC BRIEFING ON LULUCEF: The briefing on the new
IPCC Special Report on LULUCF will take place at3:00 pm in
Plenary I, . -

ARTICLES S, 7 & 2: Thiz meeting is >chedulcd ta take place
from 7.00 pm.

CAPACITY BUILDING: This mesting is scheduled to take
place from 7:00 pm. :

Meetings detailp are subject to change. Consult the announce-

" ment board for details.

TOTAL P.22
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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 '

e

el
‘ FROM: USDEL/BONN — SB-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

Aftached 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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From: USDEL/Bonn — Mark G. Hamble y/
&

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

This message transtnits 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 meeting prepared by
L/OES’ 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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SB12 Periodi¢ 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
8 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 has been suggested,
is 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 umbrella partners continues on an accelerated pace. This bas
been perhaps the most positive aspect of this week's discussions. We have had
productive discussions on Joint Implementation (JT), 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, 2 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 enticements to bolt from the
umbrella group. Matelnikov told his Australian interlocutor that Russia remains 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 received 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 «gCO-Lite”) As itis, the letter has anly been left out ona.
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 a 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 adroimess and clarity. Specifically,
we have now referenced them in the Articles 5/7/&8; mechanisms; and compliance
discussions. Our umbrella partners are broadly on board and no one has spoken out
against our effort, although some moderate concemn as the timing has beea raised.
The EU’s public reaction bas been likewise muted, although we understand that some
alarm bells are ringing in the EU bunker.

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.

(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. Part of
the discussion was somewhat surreal but typical of the best in climate change
repartee by using a canoe metaphar 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 Saudi Arabia, that they would like to move to a 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 developing countnes 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.

group under Chair Dovland. Qur 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 2 varying nature. The
meeting was not positive. The EU introduced an interesting proposal that would

. (B) Technology Transfer: The second meeting was held as an cxpanded “friends”
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bhave brought capacity building in the CDM into these discussions. However, this
idea is not likely to have wings.

(C) Xyoto Mechanisms: During its three hour session, Chairman Chow led the

group through the text so quickly that the body adj ourned 30 minutes ahead of
schedule. There were no questions on emissions trading. The Latin proponents of
sinks once more intervencd in support of these activities in the CDM. Somewhat
surprisingly, the EU indicated that it “might consider” certain projects provided
these met certain critena.

At an umbrella group meeting, we raised the issue of a hybrid liability optien. We
found no takers, Australia expressed concem, while New Zealand appeared
genuinely ‘shocked’ by the perception that we were walldng away from seller
liability. We reiterated our support for seller liability but indicated that we ere
thinking about other options, too. Meanwhile Malaysia’s Chow Kak 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 EU on this topic on June 8,

although one has been scheduled with the umbrella and union representatives on
June 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 proposal on consequences that it tried to
present as not really constituting a financial paper. Our impression is that they
botched 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 approach was opposed by China and Brazil.

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 attached report on June 8
developments,

(E) Policies and Measares (PAMs): A consolidated text has been prepared. The EU

and the umbrella will meet on this topic at the former’s request. Stay tuned.

(F) Land Use and Land Use Change and Forestry (LULUCF): Two care issues

that are under consideration are (2) consideration of the IPCC 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 2 “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 pracess 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 making slow progress. Frequent and uhelpful interventions by
Tuvalu, whether acting as a Saudi ‘cats-paw’ or out of ignorance, are malang the
discussions especially painful.

(G) Capacity Building: There has been no change in this since Update No, 4. At the
meeting scheduled for the aftenoon of June 9, we are to answer a series of
questions that SBI Chairman Ashe has posed for consideration. These are
essentially in three broad categories: (a) What are the needs? (b) What are the
means?, and (¢) How do we get from here to there? This meeting will involve
capacity building as it relates to developing countries.

(H) Cross-Cutting Issues: No change from earlier reporting.
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TUSCANZ met for nearly an hour to coordinate positions across 2 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 corplicate 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 inventory specialists were spealdng for the EU.
Nonetheless, 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 2 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 eagerness 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
seeking 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 & “logistics™ issue about the request by the commercial
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 to 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 Iaformal Meeting of the Joint Working Group (TWG)
Thursday, June 08, 2000, 3pm (reported by Bloom)

The JWG held a second productive session, continuing to march through the Co-Chair’s
elements paper. The most interesting exchanges concerned consequences. In that

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

says it does not equate to 2 “financial penalty” (but which we and others in the Umbrella
group do). The Saudis supported having 2 financial penalty as the “cleanest way to go.”

The US dalegatioh introduced a series of proposals connecting the Article 4 bubble to
compliance consequences. New Zealand was the only other delegation to speak in favor

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 2 non-compliance consequence. Japan
continued to oppose any mandatory (hard) consegquences, focusing instead on its proposal
that the compliance body make (non-binding) recommendations of policies and measures
to a Party faund out of compliance. :

The US delegation spoke in favor of working on issues related 1o a general procedure
pefore deciding on special procedures, like an expedited process for mechanisms
eligibility, and there was support for 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 to submit suggestions for legal text to the
Secretariat over the next two days. The Co-Chairs will, they hope, produce a new text
over the weekend that will be the subject of the work of the JWG next week. An existng
wild card is whether the G77 and China will be able to produce a submission in & 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 its submission, and will be consulting in various
contexts with the EU (which has sought us out continually during this session) and the
Umbrella Group.

F.wds Le
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HIGHLIGHTS FROM FCCC SB-12
INFORMAL MEETINGS
“THURSDAY, 8 JUNE 2000

Delegates to the informal meetings ptfeccding SB-12 continued
liscussions on: mechanisms; land use, land-usc change and
arestry; compliance; FCCC Aricle 4.8 and 4.9 and Protocol
\nticle 3.14 (adverse cffects); and guidelines under Protocol Arti-
les 5 (methodological issues), 7 (communication of information)
nd 8 (review of information).

NFORMAL MEETINGS AND WORKSHOPS
MECHANISMS: Joint Implcmentation: BOLIVIA and
:OUTH AFRICA urged grester equilibrium betwoen the rules
clating to CDM and II. CANADA and JAPAN emphasized that J]
; subject 1o the rigor of guidelines under Protocal Articles S5, 7and
. CHINA suggested that J1 be subject to CDM requirsmeats, and
ought clarity on wha should pay for this. The EU 1ad SWITZER-
.AND said their submigsions on basslines for CDM applied to J1.
;OUTH AFRICA spid its submission on monitoring, reporting and
‘erification for COM also applied toJI. - _—
Clean Development Mechanism: BOLIVIA, COLOMBIA,
he US, IRAN, HONDURAS and NORWAY supported the inclu-
.on of sinks projects in the CDM on the groynds that, inter alia:
early ane-fifth of glabal emissions come from defarestation end
Imost 90% of emissions from tropical countries are from
JULUCF activities. IRAN said thatin light of the FCCC's
omprehensive approach, the CDM should caver el six gases, and
11 sources and sinks. The EU and SWITZERLAND apposed sinks
irojécts in the CDM, as it raised questions of methodelogical
incertainty, non-parmanence snd leakege, The SUDAN and -
{ENBGAL said it was prematuce to decide on the inclusion of
inks, as the JPCC report had just becn released. AOSIS, with
SJOLOMBIA, said Protocel Article 6 (JT) and 12 (CDM) should be
siven equal treatment in the context of sharc of proceeds for adap-
ation, as this would ensure real additional funds for adaptation,
afficient funds for administrative costs, and no additional transac-
ion costs for the CDM. NORWAY and the EU opposed a provi-
210n on share of procesds in Ardcles 6 and 17 (Emissions Trading).
3OLIVIA called for an analysis to determine if project-by-préject
i regional/sectoral baselines would be appropriate. INDIA
:upporied projcct-by-proj ect basclines. SWITZERLAND, the US
\nd NORWAY underscored the need for stakeholder participation
nd transparency io the CDM. SAUDI ARABIA and AOSIS
spposed nucl ear projects under CDM. .

GUIDELINES UNDER PROTOCOL ARTICLESS,7& 8:
Subgroup on Articles 5.2 (adjustments) and 8 (review of iafor-
matjon): Delegrtcs exchanged views on the Draft Guidelines
under Article 7. On information cubmitted under Aricle 7.1
(inventory) delegates, Inter alig, stressed thatinformation through
registies would be available more frequentdy than annuglly, and
highlightad Linkages with wark on mechanisms and LULUCF. On
infonnation submitted uader Article 7.2 (nationgl cemmunica-
Son), the BU, supported by SAUDI ARABIA, propased reporting
on “demonstrable progress,” The US, CANADA, NEW
ZEALAND and AUSTRALIA said this issue was not 2 priority for

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

communications. When oonsidering the Draft Guidance on Meth-
odologies for Adjustents, the EU, with SWITZERLAND and
SLOVAXIA, said the trial period on inveatory review would
provide the IPCC with the information on problemstobe
addressed. AUSTRALIA, the US, and NEW ZEALAND high-
lighted the urgency of addressing adjusunent methodologies, in
particular in reladon ta the base-year inventory.

On Classification of Inventory Problems in the Guidelines
under Article §, delegates continued consideratiop of the EU
proposal. They agreed on the following steps: identification ofa
failure 1o use agreed methodologies and guidelines or to produce a
timely repart; description/categorizarion of the problem; and deter-
mination of whether or notthe problem tripgers, an expedited
procedure, or whetherit is adjustable or not. On adjustments,
SLOVAKIA, the US, NEW ZEALAND and CANADA said all
inventory problems were adjustable, while the EU said inventory
problems of a specific threshold were not adjustable.

Subgroup on Article 5.1 (national systems): Patticipants
discussed the second Draft Guidelines for Natonal Systems under
Articla 5.1 of the Xyoto Protocal. On Inveatory Management,
CANADA noted the lack of referanca 1o confidential informasian,
and JAPAN seid the extent of, and access to, confidential informa-
ton is resolved under Article §. Delegates resolved theissue of
reporting by meking reference to reporting requirements as they
would be defined in the guidelines under Ardele 7. The EU,
supported by NORWAY, proposed language on monitoring of
.emissions of legal entities snd/or projects under Articles 6 and 17.
Co-Chair Plume said it was a reporting issue and noted thet rclo-
vant work on the mechenisms was still at an early siage. The US
opposed specific reference to Articles 6 and 17, and noted 8 para-
graph leaving the door open for future linking through Article 7
and ralevant decisions by the COP or COP/MOP.
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LULUCF: Co-Chair Thorgeirsson distributed & summary of
iscussions on criteria and guiding principles for the identification
selection of addirional activitics, and a paper oa possible
elements for a draft decision. He said delegates should prepsre for
COP-6 aad beyond on the basis af the information provided by the
[PCC Special Repoct.

AOSIS, supported by several developing countries, expressed
concem that the informal meeting was going boyond the mandate
agreod at SBSTA-11 end, with the EU, objected to the consider-
ation of draft elements Sor & decision, noting that many issues
cemain 1o be anlyzed and discussed. Co-Chair Thorgeirssan
explained that the proposed elements are to secve a3 avision of
issues necessary to make 2 decisiori. The US, CANADA end
AUSTRALIA said the meeting’ s tasks include prepanng submis-
sions due by 1 August 2000, and in this context, discussing the
slements of a draft decision of COP-6 provides'guidance.
AUSTRALIA circulated & paper with its proposals for issues to be
sansidered in the pefiod before COP-6. On iniral steps, he:
juggested a dialogue with the IPCC lcad authars ta enhance the
inderstanding of the Special Report. . '

On the IPCC report, BOLIVIA noted the absence of concrete
definitions of terms such as “forests,” which were relevantto other
Protocol Aricies and, opposed by POLAND, proposed developing
ane universal definition, '

COMPLIANCE: Delegates contnued consideration of the
Co-Chairs’ Elaments of & Compliance System for the Kyoto
Protocol, On Expedited Procedure for Cases Related to the Kyoto
Mechanisms, SOUTH AFRICA supported such a procedure and,
with CHINA, proposed the establishmeut of an eligibility panel.
With AUSTRALIA and JAPAN, the US said the overall compli-
ance procedure should be considersd befare the expedited proce-
dure. The EU, opposed by AUSTRALIA, said there shouldbea
pre-commitmentseview of elements peraining to participation in
the mechanisms, and an annual review during the commitment
period. CHINA cautioned the compliance group sgainst prejudging
the rules that will be developed in the mechanisms group.

On Rules of Procedure for the Complieace Institution, the US,
with AUSTRALIA, the EU and CANADA, suggested focusing on
the elements needing agreement at COP-6, such as the decision-
making rule. Delegates expressed diverging views on the need for
two sets of rules for tha possible two branches of the compliance
insttution. On True-up Period, delegates said the iming needed to
be considered in detzil. The EU and the US suggested the end of the
review. AUSTRAL1A proposed the end of the comritment period.

On Outcames ot Consequences of Noa-Compliance or Poten-
iia) Non-Compliance, the EU seid the consequences should createa
clear economic impact on that Party and aim at repainng the
overage. He added the concept of “compliance resérve” and,
opposed by AUSTRALIA and GANADA, supported loss of access
to mechanisms. NEW ZEALAND opposed financial penalties and,
with AUSTRALIA, a compliance fund. SOUTH AFRICA, with
the US, suggested creating a distnction berween vanous conse~
quences besed on the branch that wiould deal withit. CHINA, with
BRAZIL, opposed subtraction of excess tonncs {rom 2 Party’s
assigned amount for the subsequent cammitment period With
SAUDI ARABIA, he suggested adding ancw.tile to the Elements
addressing the implications'of Artjcle 18'(non-compliance). * |
SAUDI ARABIA said financial penalties were thebestway to
proceed, while CANADA quericd how these could be enforced.

ADVERSE EFFECTS: Co-Chair Kjellén circulated 8 com pi-
lation of countries’ preliminary written submissions oo FCCC
Article 4.8 and 4.9 and Protocol Article3.14, andinvited comments
on ways to proceed. Severul Parties highlighted the relatively rapid
progress of negotiations on this issue. SAUDI ARABIA said he
expected a negotizting text for.separate draft decisions on FCCC
4.8 and 4.9, and on Protocol Article 3.14, by Mondey 12 June. The

_EU, CANADA and others requested additional time to consider the

compilation. The US noted that negotiations on thsissue ace
keeping up with or shead of otherissuesin thelead-up to COP-6.

Co-Chair Kjellén sajd the aim was [0 consolidate the document
<0 a5 to work toward text for & decision at COP-6. Oniits submis-
sions on the adverse effects of climate change, AUSTRALIA said
his paper givas priority to: capscity building; understanding the
climate system; vulnerability; linkages between scieace 3nd policy,
and response measures relating to, infer alia, coasmal and arid
zones, vulnerable high-risk areas, water esourcss, and
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 exports.

. HONDURAS emphasized its vulnerability to landslides.
BURKINA FASO, far the AFRICA GROUP, underscored the
vulnerability of LDCs. On adapration challenges, CANADA high-
lighted: adopting an integrated and iterative epproach; building
capacity for sdaptation and asscssment; and, with the EU,
improving information gathering and dissemination. EGYPT
proposed the establishment of 2 vulnerability index for non-Annex
I countries. With the US, hs underlined the importance of buildiag
developing country capacity on vulnerability assessment.

IN THE CORRIDORS . o

Some participants have expressed concem over hat they feel
is undue haste in these meetings to praduce the basis for negoti-
ating texts, such asin the LULUCF, mechanisms and sdverse
effacts groups. While they applaud progress, they fear that the
urgencyin the lead-up to COP-6 means negotiations may be
pushed more rapidly than they are prepared for at this stage.
Indeed, some delegates sense that these informal meetings have
reached the lirnits of their mzndate.

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’ Flements of 8 Compligace System for the Xyote
Pratacal. ,

ARTICLES 5,7 & 8: This meating will wke place from 10:00
am in the Haydn Room to take stock of progress.

LULUCF; Delegates will convene at 3:00 pm in the Haydn
Room to focus on the IPCC Special Report and identify key issues
to be addressed.

CAPACITY BUILDING: Thismeenngis scheduled to begia
2t3:00 pm io the Reger Room, and is expected 1o consider submis-
sioas on capacity building in-non-Annex 1 counmies. '

POLICIES & MEASURKS: This mecting will be held inthe
Schumann Room at 5,00 pm and will start discussing e consoli-
dated text,

ADVERSE EFFECTS: This meeting is tenatvely scheduled
10 take plece from 7:00 pm in the Schumann Room 10 address a
campilation of coungics' preliminary written submissions. ~

jnstitudonal
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Sinking Things Through...

Consider Article 3.3, As Bob Watson pointed
aut in Wednesday’s LULUCF sida event, 3c-
counting and definitions for ARD and forests
¢an be done in a way that reficcs what hapgens
to the. aanosphete, or in a way that docs't.
Parties could ignore the IPCC definitions (oven
though they are azlled for under Article 52 of
the Protocal), and claim lots of phony redue-
tions that the atmosphere never sees. They
could ignore the loss of carbon that occurs
when an old growth forest is logged, but count
the growth of trees planted after harvesting.

" They could even ignare the 1oss of carban from

soil that occurs for years after those seedlings

_are plantcd. Clear<ut a forest, burm all the
slash, turn the wood into paper destined far ia-
cincration gnd get credits for a few saplings,
That endangered species-infested, ancient for-
csl was decadent anyway,

Certainly Article 3.3 won't win & Nobel
Prize for literary clanrty, bur thee is & clenr
solution for ARD definitions: adopt the IPCC
dcfinitional scenarias for rcforestation,
afforestion and defarestation. This approach
may be lesg than perfoct, but as pointed out by
one of the [PCC authory, it 18 the only approsch
that remotely resembles what is occumng in
the ammosphere,

Considerably more thought needs tn be
given to how Wwe can define forests in & way
that works, The dcfinition has to accouat for
both the actual land usc and same messure of
CAnApY cover, nol an easy task. It was somo-
what alarraing that & draft list of passibls clo-
ments for a deeisian at COP 6, released todiy
8t the LULUCF session, did not indicate the
need to actually define {orests. )

Let's get on with it No more holding up 2
decision on 3.3 uatil 3.4 is negotiated. (We're

ISSUE nNO2

looking at yau, US.) No mom esking for a pick
and choose appraech to definitions and ec-

" counting methodologies m the August submis-

sions that allow each Party to provide estimales
of its carbon stock changes undet its own pee
ferred definitional scanario. (That's yau Japan )

How sbout 3.42 The potential for sinka un-
der Article 34 to undenmine the Kyoto commit-
ments wag emplasized by the suthors of the
IPCC Special Report at Wednesday's side cvert.
With Artole 3.4 potcnnially soaking up 2 cam-
pletely upacceptsble propartion of the redus-

. tions mandated by the Protocol, and with Annex

1 Partics’ projected or aotual busincss-as-usual
sequesiration amounung to e sigrificant per-
centage of their pross emissions from fossi! fu-
els, there is cavse 1o be alarmed. Cancern over
the inclusion of non-1dditionsl saquestration is
one of the reasons why the Climate Acdon Net-
wark opposes edditional achvities under 3.4 dur
ing the First Commitmeat Period.

CAN's concemn with sinks gocs beyond their
potentia! effect on the climate integrity of the
Protacol Without szingent environmental safe-
guerds, sequestration strategics such as affares-
ftion of native grasslands or fire suppression in
fire-dependent ecosystems could destroy same
of the world's most unique hsbitt. We were
pleased (o hear the Co-Chairs suggest that Par
ties consider haw additional activities will cone
wribute (or not) 1o the gouls of other mulrlatera]
cnvironmentel sgrecments (remembes the
Biodiversiry Convention?) and sustainable de-
velopment. Buz we were dissppainsed that the
Perties didn’t agree on the nzed for more spo-
cific guidelines and principles thaf guard against
crediting business as usual, damaying native cco-
systemag and the other pitfalls of 1.4,

As pegoriadons procead on sinks, delepales
should not lose sight of the fact that tha vax
majoriry of redictons need to tekc place on the
fossil fucl emissions side of the Jedger.

_ Remember'ZOOS?

It is sn uncomfortable muth for Annex I coun-
mMica Gt they are required-by the Protecel ta
have made demansoable pragress, by 2005, in
schyeving their commitments, Nat surprisingly
then, many perties conbinue to sweep this js-
sue under the carpet. ECO applauds the EU
for their veliant ancmpls yesterday to hring
this issuc onto the agende. Clzarly demonstrs-
ble progress must be reported under Anticle 7
and reviewed under Arucle B, meaniny: this 13-
sue must be discussed ahead of COPS. Stck
to itl

.The Fourth National Comtnunication will
provide some informaticn on damonstmble
peogress, This should be submuttcd before the

VaLUME €Il

end of 2005. Parties are obliged to repont on
projected and actual crussians, and on unple-
mented policies and micasures. But & tharough
review could do more. One sugecstion is the
reporting and review of detailed quanatabive i,
dicators, at the sectoral level, 10 assess the ef-
fect of polides and measures. Another is for’
pardes o repart on their preparsdon for imple-
mentation of the Protocol — cstablithment of
notional systems, and implementation of do-
mesac lepislaton and enforcement processcs.

A furthe question Uit should be psked is,
if this informatina becomes availabie, 1o what
use will it be put? (and remember, 2005 is nat
very far away...)

FREE OF CHARGE

TOTAL P.12
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10 June 2000
To: - See Recipients’ List
From: USDEL/Bonn — Mark G. Hmbl/
Subject: Periodic Update No. 7 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 Frarmework
Conventlon on Climate Changs (SB12) thar are meeting in Bonn during the June 5-16
timeframe. This message includes the following reports by USDEL members,
principally covering eveats on Thursday and Friday, June 8 & 9:

(A) A report on developments in the Land Use and Land Use Change and Forestry
discussion (sinks) prepared by State’s Adele Morris;

(B) Detzils notes on ArticleS.1 deliberations prepared by EPA’s Wiley Barbour;
(C) Reports on Article 8, 7, and 5.2 subgroups prepared by EPA’s Sharen Saile;

D) Additional reports on the June 10 meetings on Articles8. 7, and 5.2 sub-groups
prepared by EPA’s Sharon Saile;

(B) Report on the June 9™ jnformal workshop on capacity building prepared by
USAID’s Duane Lakich Muller; :

(F) Report on theJune 8 mecting on Article 4.8.4.9 and Article 3.14 prepared by
USAID's Duane Lakich Muller;

(G) Report on the June 8 meeting on comapliance prepared by EPA’s Sharon Saile and
State’s Evan Bloom;

(H) A report on the June 8 mechanisms meeting prepared by EPA’s Jennifer
Macedonia; and,

(D) A summary of the June 9 meeting on technology transfer, along with a list of the
themes for the discussion proposed by the U.S. prepared by State’s Duncan
Marsh.

All of the foregoing materials should be read in conjunction with our Updates No.
6 and 8. As is the case with other reports, these are for internal use only and are not
intended for dissemination outside the U.S. Government.
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Sinks discussions have focused on two elements: considering the [PCC Special
Report and further developing data formats for the August 1 submissions. Sorme of
the lead authors, along with Bob Watson, have been available for questions during
discussions of the Special Report, Friday, the main LULUCF contact group spent
four and a half hours on the Report and another three hours are scheduled for
Saturdey. The co-chairs have so far taken a relaxed approach to the discuss:on,
mainly so that nobody can accuse them of rushing the consideration proccss.

LULUCF2 6/10/00

A maore focused and facilitated discussion of the Special Report is likely to commence
Saturday, with an eye toward moving toward some further discussion of criteria and
guiding principles for additional activities under Article 3.4 and decision elemnents for
COP6. The Umbrella group view is for the SBSTA 12 decision to provide guidance
for the Secretariat for the structure of the synthesis of the proposals from the August 1
submissions, as opposed to outlining a specific set of decision elements for COP 6.
Australia circulated a draft SBSTA decision, which is similar to the one we have
prepared but not ciroulated.

The data formats work is progressing well, if slowly. We are almost through all three
tables, but important work remains, including instructions and headers for the table,
and explanatory text elements for the Article 3.4.
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Notes from SBSTA-12: Guidelines under Articles 5,7 and 8 of the Kyoto Protocol
£y SPR'C Wy B bouc)

Breakout Session on National Systems (Article 5]} = Tune 9. 2000

All bracketed text has been removed or accepted. Seturday the contact group will meet to
informally accept the guidelines text. Legal experts from Canade, US, and UK met to
discuss the wording of the opening statement on the mandatory nafure of the guidelines.
The US and Canada tried to get a clear statement that these guidelines arc mandatory, but
the UK blocked that. The final phrasing is “The application of these provisions is
mandatary, except for those expressed in non-rmandatory language.”

Breakout Session on National Systems (Article 5.1) — June 8, 2000

Today we completed our smell contact group work on the Guidelines for National
Systems, and have agreed on text for elmost ell paragraphs. The US proposal forms the
basis for much — almost all - of the document, and all of our recomunendations have been
accepted with only minor revisions. Two key paragraphs have been bracketed but not yet
deleted; these are the 6 (bis) and 15 (bis) paragraphs from the original draft that discuss
project level monitoring, After several long discussions, the group seemed rcady to
delete these proposed paragraphs as not appropriate under the 5.1 guidelines, but the BU
asked for time to meet with their delegation before agreeing to that deletion.

Legal experts from the BU, US snd Canada are converging on the exact wording for the
opening paragraph, which is 2 statement about the mandatory nature of the guidelines.
Tho debate over the reporting requirements has finally been resolved — the entire section
on reporting has been deleted as suggested by the US. A general requirement was agreed
to which requires reporting in accordance with relevant decisions of the COP and
COP/MoP, but al] specific reporting functions have been removed from the National
Systems Guidelines.

We also were able to delete the proposed footnotes, which unwisely attempted to state the
purpose of the good practice guidance. The US circulated copies of text from Chap 7 and
Chap 1 that contained similar text and the group agreed that since this was already

stated in the guidance, there was no need to include footnotes.

Breakout Session on National Systemms (Article 5.1) — June 7, 2000

Some progress has been made, and many US proposals were accepted, but several key
points have been set aside for further discussion later this week. The EU representative
objected to proposed US text that National System guidelines are mandatory for all
Annex I Parties. BU asserts that National Systems are not mandatory until a decision by
Parties. A mecting between US and EU representatives will be scheduled for
Wednesday. Substantive disagreement over EU proposal to link project level monitonng
to the national system guidelines. This has also been deferred until later.

T P
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Review, Reporting, and Adjystments (Azticles &, 7, 3nd 5.2 Subgroup)
Thursday, June 9 Morning and Evening Meetings
(prepared by Sharon Saile)

At the moming session, we had an exchange of views on the Secretariat draft of
guidelines for Article 7. There was general agreement by Parties that the draft text
prepared by the Secretariat contained roughly the right headings for the elements to be
reported annually under Article 7.1 and periodically under Article 7.2. Parties did
have some specific comments, primarily focused on the fact that the different i1temns to
be reported “annually” might more usefully be submitted at different times. The BU
introduced its non-paper on requiring specific items (emissions trends and indicators)
1o be included as a special report under Article 7.2 on demonstrable progress required
by Article 3.2, The umbrella group countries generally responded that while some

. other items (such as evidence of progress on national systems, nationa] registries, and
domestic compliance) might be appropriate to demonstrete progress by 2005, this
issue was not specifically identified in the Buenos Aires Plan of Action and was not a
priority for COP6, Parties agreed to discuss the Article 7 issues further at the next
SBSTA meeting in September,

The cvening session started with a summary of the agreement reached in the
morning. After 30-40 minutes of re-discussion, the EU finally agreed to the
agreement we had reached in the moming. The group then returned to the Article 8
issues by continuing its discussion of the EU paper on classification of inventory
problems. After discussion, the Parties agreed that the first useful classification of
inventary problems is captured by identifying an indicative list of “first-order”
problems (which Parties agreed, without explicitly stating as such, would result in
referrals to the compliance body for further, specified action). The US intervened to
request that the Secretariat not lose the substantive points included in the submission
of our list of first-order problems which are different from those listed by the BU.

Woe then discussed the qualitative classification of other problems listed in Section 3
of the BU paper, The conclusion was that this classification would nat be particularly
helpful to the technical ability of the Expert Review Team to identify inventory
problems, but would be helpful ina “summary for policy makers” sense for
characterizing the technical problems in the reports ultimately sent to the compliance
body. A long discussion ensued, with severs! extremely helpful interventions from
New Zesland, Australia, Slovakia, Russia, and Canada, in addition to the US.
Although the meeting did run about an hour longer than scheduled due to the late
start, we were gble to conclude with specific instructions for drafting the text.

We agreed first that most of the classification categories (fransparency, consistency,
comparability, completeness accuracy, and timeliness) were subsidiary descriptions of
the overarching category called “problems with direct implications on the total
aggregated inventory estimate or trend”. We agreed that all inventory problems
would have an implication on the emissions total, and thus all inventery problems
were adjustable, If several small inventory problems resulted in a large total annual
Xttt foe L AaBmad b 2 mrantitative threchald) then Parties aoreed there were
two possible options for guidance for the review (Cms: ) SUCK ProdICIns were Lot
adjustable (EU position) or b) such problems should both adjustable and resulf in
classification as a first order problem (with additienal consequences) (UG+Slovakia).
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eview, Reporting. and Adj ents (Articles 8. 7. and 5.2 Subgrou

Friday, June 10 Morning Meeting
(prepared by Sharon Saile)

SUMMARY: Next week, we will be able to discuss the tevised text for Article 8 review,
including the review for national communications.

MEETING NOTES: Although we had mostly agreed on the descriptive classification of
inventory problems, at today’s meeting the BU realized it hadn’t meant to agree that all
inventory problems are adjustable. The Chair agreed to clarify that there was still a
difference of opinion as to whether all problems are adjustable.

In finishing our discussions of the adjustment procedures, we discussed how much time a
Party would have to provide a corrected inventory which would then remove an
adjustment, All Parties agreed that an adjustment could not be removed after it had been
used for the accounting of emissions and assigned amount for the previous commitment
period. However, Australia indicated their position that at any time during the
commitment period (e.g. in the submission of the 2010 inventory), a Party should be able
to provide a correction (e.g. for the 2008 inventory), which would remove a previous
adjustment, should the correctian be found satisfactory during an Article 8 review. The
BU indicated that they believed that an adjustment should not be removed after it has
been applied following an Article 8 review because the Party would have had an adequate
opportunity to correct the problem (e.g. by using a less data-intensive but approved
methodology) during the annual review,

The umbrella group interventions allowed us to clarify that any adjustment would not
directly affect the submitted inventory, but would be used to adjust for the accounting of
emissions and assigned amount. This allowed us to note that a correction could be
submitted at any tirme to ensure a consistent time series in the inventories without
necessarily affecting the official data qacked for accounting of emissions and assigned
arnount.

The Chair had some difficulty officially concluding the meeting because many Parties,
including the EU and umbrella countries, stridently requested the Chair to authorize the
Secretariat to draft a new text over the weekend, following the agreed revised outline
provided by Parties. (There was some confusion becauge we really wanted to continue
with our small greup of Parties to dreft the new text, but we needed the authorization of
the Chair so that it could be introduced on Monday). After the meeting, we did get the
Chair’s authorization.

. ubs o
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INFORMAL WORKSHOP ON CAPACITY BUILDING
Friday, June 9, 2000 (3-7pm)
Notes: Duane Lakich Muller

The informal workshop on capacity building began with a presentation by UNDP/GEF on its
Capacity Development Initiative (CDI) ~ an action plan/strategy aimed at being more responsive
to the contnuing concem for capacity building among developing/BIT countries, CDlincludes
thres phases: 1) an assessment of capacity building needs at the country/regional level (four
regions); 2) prepararion for overall capacity building strategy based on needs; 3) GEF action plan
to address those needs. The results will be presented at SB-13. Termed “capacity development”
rather than “building,” this activity is aimed at enhancing and mobilizing existing efforts—not
creating new capacity building initiatives. Regional experts presented thedr preliminary findings
for Eastern Europe, Latin America, Africa, and the Small Island Developing States (SIDS).

, There was no presentation on Asia, although an assessment is raking place for the region.

Following the CDI presentation, Chairman John Ashe called on Parties to provide initial
comments on the CDJ, as well as comments (o questions presented by the Chair to assist Parties
in considering elements for & capacity building framewark. As expected, the G-77/China
attacked the CDL, indicating without financial resources, capacity building cannat take place.
Many developing countries, including Tanzania, Kenya, Nigeria. Brazil, and Guyana (as well as
the NGO, Climate Network Africa) questioned the use and timing of questionnaires;
methodologies in the CDI assessment, and the nead for “sustainable” capacity building measures;
they also highlighted the need for a country-driven approach ta capacity building. '

With regard to the questions to assist Parties in considering elements for a capacity building
framework, Nigeria (on behalf of the G-77/China) raiterated the need to incarporate national
priorities; & country~driven approach, and centers of excellence into a capacity building
framework, with & focus on human resource development. El Salvador, Egypt, S0 Lanka. and
Samoa (on behalf of AQOSIS) supporred the G-77/Ching’s intervention, and reiterated the need for
financial assistance end institutional strengthening.

The EU, to the surprise of many UG members. praised the CDI as a vital element to identify the
needs of developing countries, and criticized the lack of information and priaritization from
developing country submissions, noting that only five submissions were made to the FCCC
Secretariat. Like the EU, Austcalia also noted informatlon gaps in the submissions by developing
country Parties, and called for a way forward that included a country-driven process and the need
to recognize that capacity building priorities differ among developing countries. Canada and the
US stressed the importance of a country-driven approach and of incorporating national
development strategies into the elements for a dreft capacity building framework, while also
noting the need to improve coordination of ongoing capacity building initiatives by Annex II
Parties. : '

An elements paper on capaoitybuildinglfor Non-Annex I Parties (35 well as one for EITs) will be
available at Spm on Saturday, June 10. 2000.
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Informal Workshop on Article 4.8/4.9
Tharsday, June 8, 2000 (5-7:30pm sesgion)
Notes: Duane Lakich Muller

The Co-Chairs distributed a compilation of submissions by Parties on Articles 4.8/4.9
(and 3.14), which included submissions by: the African Group, Australia, Canada, Egypt,
EU, Japan, New Zealand, Saudi Arabja/Kuwait’V enezuelz, South Africs, and USA.
Saudi Arabia highlighted the need to reach two draft decisions and two negotiation texts
(one for 4.8/4.9 and one for 3.14) by early next week, citing the BAPA and preparation
for the COP/MOP-1. Many Parties, including Switzerland, US, Portugal (on behalf of the
BU), Zimbabwe, Australia, Japan, and Burkina Faso noted the need for additional time to
review the submissions by Parties, and allow for further submissions over the next day or
two. At the suggestion of Zimbabwe, the Co-Chair Bo Kjellen called on Parties to
summarizc their views in the submissions noted in the compilation, All Parties, with the
exception of New Zealand, noted their views on 4.8/4.9, and in some cases 3.14.
Hondurss, which did not provide 8 written submission, did note the need for all Parties to
place 2 high prionity on vulnerability and adaptation, citing Hurricane Mitch and the
devastation it caused to her country—primarily due to deforestation. Honduras also
noted the importance of the national communications process, and the need for additional
financial resources in the vulnerability sector, while also stressing that disasters make an
obvious link to climate change, The Co-Chairs have not decided whether to continue
discussions on 4.8/4.9 on Friday, Junc 9, or whether to allow Parties to draft edditional
submissions and review existing submissions, and meet on Saturday, June 10.

[ A P 3]
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Joint Waorking Gropp (1 WG) on Compliance
Wednesday, June 8 Afternoon Meceting
(prepared by Sharon Saile and Evan Bloom)

The TWG on Compliance held its first informal session on Wednesday afternoon.
After a long summary by Co-Chair Slade, the group made progress over 4 hours,
working through a good portion of the Co-chairs elements paper. Delegations are
working with the Secretariat off-line to produce a new text with more legal language,
and the discusgions in the JWG will likely be reflected in that text, which will be
released at the end of the week.

The Saudis unhelpfully intervened several times to suggest that compliance issues
related to the CDM could only be covered by the CDM Exccutive Board. A consensus
has yet to emerge on exactly what to call the compliance “systern/body/authority”.
South Africe, China and Saudi Arabie continued to support various “‘principles” for
the compliance text. The discussion moved on to structure of the compliance body.
The US indicated that the Chairs might be able to structure the text to allow
agreement at COPS on the important issues, while leaving decisions on Jess critical
issues to be decided later.

We also had a useful discussion about the “rafarrals” section. Discussions on the
elements text will continue on Thursday.

[l 3 l=r gt
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Mechanisms Workshop, June 8, 2000

During a three-hour morning session, Mechenisms Group Chair Chow Kok Kee raced through the

. voluminous text of consolidated submissions on all threc mechanisme, As expected, most Parties did not
intarvene on a number of sections so that Chow could complete his run-through and open the door (o
consideration of a more streamlined version of the document (Note: We understand that such e document
has already been prepared and is waiting in the wings. End Note.) However, despite an intervention from
Costa Rics urging Chow to produce a consalidated texs, it was not clear what Chow's next move would be,
given OPEC’s interest in holding the mechanisms discussion hostage 1o making "progress™ an Articles 4.6
and 4.9. Later in the day, in 2 private conversation with Chow, he indicated that certsin Perties were “Iying
his hands.” Much of the discussion on Chow's text focused on eatment of sinks in the CDM, fungibility,
and the application of the share of proceeds to Articles 6 and 17. Switzerland, the U.S. and Norway also
sqessed the importanee of transparency and allowing for public comments at different stages of the CDM
project cycle. The lively exchange on sinks pitted the Latins (Colombia and Bolivia were particularly
eloquent), Africans, Umbrella Group, and Jran (in an unusually supportive statement) against AOSIS, the
EU and Switzerland. While AOSIS remained firm in its opposition, the BU and Swirzerland focused on the
need 1o address the concorns posed by leakage. uncertalnty. and permancnce (of “duration” as USDEL
helpfully pointed out) before sinks could be included in the CDM. As in previous staements. India
swessed the fundamentl différences betwoen the mechanisms and the fact that Ardcle 12 does not provide
for the transfers of CBRs as Article 6 and 12 do for ERUs and parts of assigned amount, respectively. A
numbsr of developing countries (¢.g., South Africa, Tuvaly, and Bolivie) called for assessing trading and Il
with the share of proceeds for adaptation. At one paint. Saudi Arabia reminded us that we were nol

nezotisting bur pointed out the “eansensus” that existed on leaving nuclcar energy proje<ts out of the CDM.

At the close of the session, Chow briefly touched upon the questions developed by the SBUSBSTA Chairs
to get at those crosscuting issues “assigned” ta the mechanisma group.

Drafted: Susan Wickwire -

P.18/30
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Technology Transfer ~ June 9 Summary

The third day of technology transfer meetings—a 1 1/2 hour Friends of the Chair meeting
— went refreshingly smoothly after yesterday’s rougher session. This time, the group
largely followed our opening suggestion to focus on getting agreement on broad themes
upon which we could agree before we get into discussion on frameworks and specific
actions. Many Parties, including some NAI, were supportive of this approach, and a
number of themes emerged, including technology needs assessments, the need for
enhanced information; the importance of proper enabling environment, adaptation;
financing; capacity building (including for CDM); demonstration projects. Several
developing country delegates emphasized the importance of utilizing and strengthening
existing institutions instead of looking to begin new ones. IPCC’s Bert Metz made 2
belpful intervention explaining the importance of a bottom-up, country-specific approach,
and an approach which integrates the various stakeholders and vehicles of technology
transfer. China tried to focus on the Chair’s note, and agking “how”, not just “what".
China yesterday had suggested that a decision be drufted for next week based on our
discussions. Chair Dovland also said he hoped to leave Bonn with something on paper,
however, it is not yet clear whether our deliberations will appear in a draft decision.
Today’s inputs were to be collected by the Secretariat along with any additional
suggestions in writing by COB of the same day, and will be presented to the FOC for
consideration at our next meeting on Monday night. After agreement on themes, the plan
is to consider framework(s) and actions, in that order.

Neither Nigeria nor anyone else proposed & contact group, even after Chairman Dovland
had explicitly discussed his plans for the next Friends of the Chair meeting Monday
night. However, it’s still not certain this issue is dormant. We will know more by the
Plcnary session on tech transfer Monday moming. The question of an Annex ] co-chair
pominec is still open.

Duncan Marsh, 6/9/00 6:53 FM
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US Proposed Broad Themes for Technology
Transfer Friends of the Chair Discussion

Technology Needs Assessment
Capacity Building
- Capacity building for COM
Creating an Enabling Environment
- Roles for p{zblic and private sectors
- Barriers |
Technology Information

Integrated Approaches.

* All of € oposed Themes should incl both adaptation agd mitigation technologies.



16.JUN.2B@8 1S:27 PUBLIC RFFAIRS NU.1lro r.oau

9

11 June 2000

To! See Recipients’ List
From: USDEL/Bonn ~ Mark G. Ham|

Subject: Periodic Update No. 8 from SB!2 (Friday to Sunday, Juge 9-11)

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 June 5-16 timeframe. This message covers activities from the afternoon of Friday,
June 9 unti] Sunday, June 11.

Also included is the June 9 edition of BCO, a sometimes provocative NGO
tract that usually carries article eritical of the U.S, (this edition is no exception).
There wes no edition of the more balanced NGO report of the daily proceedings, the
Earth Negotiations Bulletin.

Although unclassified, this report is not intended to for use or circulation
outside the U_S, Government.

PE/ETd TETO LPY 20T 193530 95:@T  @PEE-CT-HIL
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SB12 Periodic Update No. 8: Governments Pleased with Informal Week’s
Productivity; Less “Progress” Foreseen During the Official Deliberations that
Start on Monday, June 12

Atmospherics

Declegations are broadly pleased with the amount of worlk that has been
accomplished following the week of “informal” deliberstions in Bonn (June 5-9).
The formal meetings of the Twelfth Sessions of the Subsidiary Bodies of the UN
Framework Convention on Climate Change (SB12) begin on Monday, June 12.
Because some mare outwardly political and controversial process issues have to be
raised, it is felt by many that progress will be slower than the first week’s rather

extraordinary productivity.

As delegates regroup for the Monday sessions, they can be plcased that they
now have a revised (and shorter) text on mechanisms, an elements for decision on
capacity building, and (for Saudi Arabia’s benefit) a discussion paper on paper
Articles 4.8/4.9 and 3.14. (The latter looks suspiciously like a text for pegotiation
thanks to the irascible Swedish veteran Bo Kjellen, but the EU and the umbrella have
taken pains to emphasize that it is not one, a point rocognized the Kjellen’s co-chair,
Mohamed Salamat of Iran.)

The sinks deliberations are moving slowly, but it looks like we will bave
agreement on formats for the August 1 submissions by very late next week. The
compliance network, meanwhile, is moving aheed. EU-UG-LDC cooperation will
hopefully fill in the blanks on some missing or canfusing elements in the co-chairs’
draft so that a complete text will be available by next week. Technology transfer
ended on Friday with a better discussion than the previous one. Although there
remains some confusion &s to the status of Chairman Dovland’s Friends of the Chair
group, but this will be worked out. Meanwhile, the G-77/China put a kabbosh on the
EU’s plans to negotiate a more robust text on policies and mecasures. We expect a
riposts from Brussels, but at least the potential sting of this effort appears to have
dissipated for the moment, at least.

U.S.-EU Plenary

As has been reported, 8 positive highlight of this week has been the “era of
good feeling” which bas dominated U.S.-EU proceedings at the technical level, We
have held nearly a score of such meetings with the EU or with leading members
(principally Britain, Francc, Germany, and the Netherlands), either bilaterally or in
conjunction with our umbrella partners.

At European invitation, we held a plenary with the EU on Jupe ¥. Ui We U.5.

side weze Hambley, Bodansky, Doniger, Bradley, and Talley. The topics were more
‘ of a political nature, rather than in the technical weeds of any particular topic. On our

BE-FT’d  TETB P9 CEC 293530 95:81  @eC-TT-NML
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. various outlooks for COP-6, we came up with a broadly shared viewed, although the
EU added policies and measures to their package of key clements (sec the report
below on the status of the PAMS discussion), while the U.S. highlighted developing
countries.

The EU expressed relief at our indication that we would not use our potential
sinks to subvert the Protocol during the first commitment period and asked for a sinks
consultation with us and with ths umbrella group to further exchange views on this
topic. We readily agreed for our part and will convey this message to our umbrella
partners.

The Germans raised the question of hot air and our dealings with the Rusgians
on this. They mentioned that they hed raised the question of using trading proceeds
for environmental purposes, and we confirmed that we had discussed this idea with
them, as well. Both agreed that it has been difficult to know whom to engage in
Moscow authoritatively on this topic. We noted President Clinton’s receat success in
engaging his Russian counterpart on climste change, which the EC rep (Jos Delbeke)
noted with appreciation.

Delbeke told us that Europe is still waiting for a response to its May 1999
supplementarity proposal. Hambley told him that the EU can expect to continue to
wait. France indicated Mme. Voynet’s interest in some kind of political statement at
The Hague (France will be the head of the EU at the time.) Hambley said that we
would consider the idea. (Comment: Following consultation with Washington, we
will be advising the French that we are not keen on the idea; a better result would be
robust decisions, rather than a hotly contested political statement. End Comment)

No mention was raised about our insertion of Article 4 language in several
points of discussion. We agreed, time permittng, to meet (at Bo’s Kjellen’s
suggestion) again next week on developing country issues. Although the EU claims
1o be taking a similar approach on thig issue than we are, it is clear that they are not
doing so. Kjellen claimed that there is no concerted EU policy on developing
countries.

The meeting was exceedingly cordial, with our Portuguese host, Ambassador
Liberto, giving each U.S. dclegate present a Portuguese presidency ties (valued at
US$14 each). We agreed that it is important to maintain contacts at both the technical
and political levels throughout the period leading to COP-6. The Ambassador said
that he hoped we might find a way for a ministerial level gathering to take place in
either Brussels, Paris, or Washington prior to COP-6 to seek resolution or at least to
further clarify our positions on some of the trickier political questions that must be
resolved at COP-6 such as supplementarity). We responded in a politely, non-
committal ranner, emphasizing our support for 2 continuing dialoguc with our EU
parters.

Reactions to the NGO Letter
In its Saturday edition, the NGO rag, ECO, presents a front-page article

' advising dclegations “not to buy the U.S. line™ about the need for unfettered
emissions trading and sinks. By citing oxamples of U.S. domcstic action (no mention
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is made of any Federal government initiatives), ECO actually bolsters our arguments
that we are taking significant domestic actions, and that there is growing support in
the U.,S. for significant additiona! action on global climate change, We have thus far
not had any government reaction to either the ECO piece or to the letter containing
these accusations which has been circulated by the U.S. NGOs,

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.

(A) Convention Articles 4.8/4.9 (affects of climate change and impacts of
response measures) and Protocol Articles 2.3 and 3.14: As has been indicated,
a deal was cut by Ashe and Dovland with the co-chairs of this working group
(Iran and Sweden) whereby a paper on this topic will be issued at the same time as
the revised mechanisms text and an elements paper on capacity building. This
decision was taken in order to respond to the continuing charges by Saudi Arabia
that its issues (principelly this one) are not being accorded equal status.

The paper was issued following another Saturday morning session on this topic at
which additional submissions were accepted by the co-chairs. Although the text
looks like a “text”, we view it as a compilation document of ideas and this is the
way it will be treated over the next week. We are supported in this by all other
Annex ] Parties and by Iran’s co-chair Mohamed Salamat Swcden’s co-chair, Bo
Kjellen, blanched at our meeting with the EU on June 9 meeting when be was told
by the U.S. and the UK that we do not intend to negotiate at this meeting and that
we will not consider any text relcased by the co-chairs as a negotiating document.

(B) Technology Transfer: There was an upswing in these discussions on Friday.
Delegations focused on major themes, something that both Chairman Dovland
and ourselves had urged, unsuccessfully, st the earlier meetings. Among the
thcmes mentioned are technology assessment, the creation of a receptive enabling
environment, capacity building, adaptation and so forth. Dovland has asked for
additional submissions on this tapic. (Please sce Item I in Update 7 for our
proposed list of themes.) He will produce a composite paper with these
submnissions during the next meeting of this group, currently scheduled for
Monday cvening (June 12).

Meanwhile, one continuing twist in the background of these talks concerns the
status of G-77/China efforts to turn this discussion into some kind of formal
contact group. Dovland has been resisting this move. The latest we bave heard is
that the G-77 wants to provide a co-chair to this friends’ grouping. This would
appear to be unprecedented, and is probably being suggested (if this report is
accurate) in order to put pressure on Dovland 1o convene a contact group. SBI
Chair John Ashe is believed to be the inspiration behind this subterfuge. We will
be s::c:kmg some clarification. If a contact group is established, the umbrella

e A dcrne Fansla Asmow T alme . aithaw Tanrn MAaaner af Canada or

Rack Bradlcy from DOE,
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(C) Kyoto Mechanisms: No official meeting was held on Friday, although there was
a Friday session. The new revised text was releascd by the Secretariat. The
umbrella group is going to study in on Junc 11. The U.S. and the EU met on prec-
eligibility requirements for the CDM on Friday evening. Our positions on this
remain distinctly different (the EU wants a formal review of all projects before
trading, whereas we want a much more expeditious system). Nevertheless, we
think we will gradually be able to bring them closer to our approach in time.

(D) Compliance: At the formal June 9 session, the group finished marching through
the latest set of the co-chairs’ elements paper. There was also a first-ever
discussion of Article 18 which calls for an amendment for any binding
consequences. The idea of proposing a modifying amendment was proposed and
received surprisingly sympathetic noises from China, The Chinese said that the
agreement could be fixed in much the same way as the UN Convention on the
Law of the Sea was done, Japan reiterated its position that the Protocol cannot be
amended We then offered our proposal about using the amendment for second
commitment period obligations as a way to bridge these two points of view (this
had been raised at the May meeting of the umbrella group in Montebello). The
idea artracted interest. |

On Friday afternoon, the umbrella group met with the EU on institutional
structures for compliance. Initially, the meeting was somewhat awkward, with no
one chairing. “It was like a Quaker meeting,” according to our lead, Sue Biniaz,
The group plans to meet again on Monday (June 12) to continue to work on filling
the gaps in the co-chairs® text. The group may be joined by selected developing
country participants. It is anticipated that this effort should result in a reasonable
working document by the week’s end. This legal text will then serve as the basis
for negotiations in September.

(B) Policies and Measures (PAMS): As has been reported, the Venezulan delegate
reported on June S that she had been instructed by her group (the G-77/China) to
report that there will be “no decision” on PAMs taken at this meeting. Itis
expected that there will be a report on the Copenhagen workshop next week, but
that po substantive decisions will be adopted. There may also be a second
workshop proposed as a sop to the EU which is understandably vexed by the G-77
position.

We may find the workshop to be a convenient way to deal with some of the 1ssues
raised by Saudi Arabia in the adaptation/compensation discussions. While it is
hoped that G-77 intransigence may forestall detailed diseussion of PAMs untl
COP-7, we do not expect the EU to take this decision without putting up some
kind of a fight. As we advised in Update No. 6. stay tuned.

(F) Articles 5/7/&8 (on methodologies, reporting and review): Thanks largely to
EPA's Wiley Barbour, the contact group on Article 5.2 concluded its work with

v Mice alicmn et AV ne 2am T i e dataer arhare atie
deemed they are not mandatory. This decision will now have to be presenied (0
the working group as a whole.
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On the broader Article 8 issues, the BU/UGQ technical experts mst and are working
to sort out a more organized and nseful text than the one prepared by the
secretariat and co-chairs. Developments on all of these issues are detailed in
Update No. 7.

(G) Land Use and Land Use Change and Forestry (LULUCF): As is reported in
the report by USDEL’s lead, Adele Morris, in Update No. 7, this group has been
handling two issues, (a) consideration of the IPCC Special Report and (b) further
developing formats for the August 1 submissions, Bob Watson and some of the
lead officers from the IPCC have been available for the discussions on the report
which consumed nearly five hours on Friday and almost three on Saturday, It was
hoped that Saturday’s discussion would focus on the question of elements for a
decision at COP-6. The umbrella group would prefer a structure for a decision,
rather than actual elements.

The contact group working on the format for the August 1 submissions continues
to make slow progress. The group has almost completed going through three
tables. Important work remains, including instructions and headers for the tables
and expanatory text elements for Article 3.4.

(H) Capacity Building: A paper described by SBI Chairman Ashe as elements for a
draft decision was released on June 10. At the June 9 meeting, Chairman Ashe
asked the EU to respond to the questions he bad raised at an earlicr meeting.
Thesc are essentially in three broad categories: (a) What are the needs? (b) What
are the means?, and (c) How do we get from here to there? A report on this

‘ meeting is contained in Update No.7.

The EU flubbed its chance to glow in the limelight. They admitted that they had
nothing yet available, and then scrambled to throw together some ideas, In
contrast, the U.S. was fully prepared to respond to Ashe’s inquiries. Thanks to Ko
Barreit and Duane Lakich Muller of USAID and Barbara DeRosa Joynt (with
State’s Miotke guiding the process), the U.S. submitted a thoughtful and complete
response to these questions.

The meeting had begun with a presentation by GEF of a project it has underway
in this arca. Predictably, this was (somewhat unfairly) roundly slammed by the
G-77 for being either insufficient or incffective.

() Cross-Cutting Issues: No change from earlier reporting.
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Don’t Buy the US Line | Africa’s fair share

by Climatc Network Africa
Sir.cc Kyofo, the world's climate ncgotinfors global wapming scicnce mnd palicy, was sig+ | It is becoming increasingly appareat thata CDM
have been rubjected to tales of doam and nificantly weakencd this year as Fard Mo- | focused on Jargo encrgy projecws will leavo Af
gloom by the U.S. delcgation on the satc of tor, Southern Company, Dexmler Chrysler, | sica in the cald, A aumbar of Affican hations e.g.
affairs back home, Tha US is damanding “full Texaco and General Mortors sbandoned ship | Benin, Malawi, Eritrea, Swaziland and
fledbility” (read: loopholcs) as the anly way (o fn quick euoccssion Carngoon tnight not cxpect to benefit fram any
appease the anti-Kyoto crowd in Congress and ~ « Republican-congolled New Jerscy besams | large projects at all and in gencral Jarge projecta
meks U.S. ratification passible. Among the US the first stato 1o 5¢t &n emissians reduction | arc likely to oocur in thess nations with sbua-
danands: unfettered trading of “hat air™ tons; tacget, and over 67 citics have rade plodges | dant opportunitics in encrgy investments and the
road definiions of sddifionsl Arsticle 3.4 1o rednee GHG cmissicns led by Seattls, | greatcat projected ncreases in energy dernand.
UCF activities tmt could open the way fur Washingtan which has ger a zero net emis- In fact en optimal development medcl for the

“crediting of busincsg-ass-usual practices, and sloms gosl. _ Africen casrgy 'secior would rely heavily on
“borrowing” fom foture budget periods 83 the = Last yesr, over 580 local slected officials | decentralised forms of enargy services with an
principal non-compliance remedy.  including ameng otbers, the mayors of Chi- | incgrated approach. Commuities clamaring for

The emission reduction mrgets adopted m cago, New Orleans, Honolulu, Portland, | cospgy services are often remote and scattered,
Kyoto aro baroly adequate as it is, Purther weak- Scattle and Sen Franclsco, sipned a statc- | Grids, whare they dq exdst, ars of limited extent
ening of the Protaeo|'s anvironmental cffective- ment wging greater lcadership from Wash- | and parfarm poosly duc o lack of maintenance
nats in the name of “ratifiability” is antiroly ingtos an global wamlng. and pan-paymmont for services — refurbishing and
mizguided It treatens to undermine the enthu-  + A growing number of legislators from both axpansion will be prahibitivaly expenaive.
siastic gupport of covironmental, religious, and partics gre supporting bills to conrrol power A number of icchnolagics which arc suited
other constituencies for the Protocel, and to un- plant pollubion, including CO2, despite the | to small scale deceniralised gpplicatians have
darcut the growing group of US campaniss that lack of Administration suppart, considerablo potential in Afica and would also
arc comuitting to real cmissionsreductions. The  + A push for smicter vehicle fuel efficiency | naturally fqualify for thc CDM because they are
fact is the political climate for taking action to standards pumcred suppart from 42 (out of | renswahlc.
rednce US emissians is improving, and Wil can- ~ 100) US Scuatory last year, and is erpected | o PY — applications can save individual el-
tinue to improve in the moanths ghead. It would to gain mere SUPpOrT in A vele next weele ents, rmicro-grids and public services ~ cdu-
be shortsighicd for govermnments lo weaken the  + Afler » sustained push from sustainable ens calion, health, ce.

Protocol 'out of a belief this would pave the way ergy, enviroemantal and oonsumer grovps, | - Selar water heaters — in rural areas this tech-
for US mtification. the Department of Energy finally moved nology can lcad to significant fuel-wood and

Earlier this week, cighteen US Climaie Ac- forward with impraved offidicncy standards fossil fuals savings, while in urban locations
tica Network arganizations distributed a lefter to for eppliances incinding water hesicrs, it can lead to significant pcak shaving.
climate negotiators urging them to reject the US washing machines, central it conditionen | * Biomess gasification — large vohimes of o

prusswre motics and to hold fiom for COPS dexi- and-fluarcecant lights. ganio material from farms, sawmills, sugar-
sicns that strengthen, rather than undermins, the  » Reliplous leaders in sixtoen statcs e form- mills, eta, have wide application throughbout
Protoool's cffcciiveness. In order fo give del- ing coalitions to educale and advocate an Africa and will lead to mare cfficient natural
@128 o mate completn picture af the US domes- the issuc of climare change, ICSpUTes Use.

e A, Led G e T o W et e b s s

recent positive developanents. Amang u\um:” warming filed this year e ainc major sarpara-
¢ The Qlobal Clunate Coaliticn, the lesding tiona cankinue o gain suppact and publicity.
source of corporate misinformstion on both . " —<ontinued ovor, cel. ]

dovelopment of damestia markcts in rancwahle
encrpy, will bave significant advanwges in cm-
—continued over, col. 2
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- Down-under Duo’s Dirty Dealings

T scems like there is toublo coming from
down under, Repeatedly, in almost all of e
working groups, Australia and New Zcaland
ar: warking diligently to limit information to
the public in the floable mechanisms, oppose
meaningful conscquences for non-campliance

ani open up wide lacpholes for sinks. This is
expesially swprising for Now Zenland, whose
ncy govemment is sakng that it wanss to take
a progressive siance on the eoviropment, but
whoge negotlating pasition is unchanged, It

scerns as if their neighbors may be holding

them back from a desired greener stanee,
Whilat amongst Anoex | countries there has
been general 2greament on the imporiance of
pubslic access to infarmaticn, the insoparable two
have besn fighting hard to restrict future public
scrutiny of its own Use of the roechanisms. Their
relactance to reveal prics informarian on indis
vidual trades and thar potc in the Chair’s text
pbjecting to the egtablishment of oarupatible na-
tioaal systems for accurate mandtoring, verifica-
tica, accounmbility and allocation of AAUs to
lcpal extities is just the start. Thia requircment
weuld of courss enable the publie to be sware if
penics are ful filling their publicly stated corn=
anents (Le. cxpode greenwashing), It is oot
suprising, therdfore, that thase countrica that all

along have been wrangling out of their comrmiz-
monts should be trying to make it as difficalt as
passible for the dirt to bo dished on them.

Their latest offorts, however, scam o bo
beyond the pail for cvan their friends in the
umbrella Group. Proposals o allow, public ac-
cess to CDM project propasals follewed by a
wainng pariod for public cormnent befare ap-
proval wer roundly rejected at the saric tizme
as they sought to restrict owtyidc scrutiny be-
yood the validatian stage. This must be music
1o the cars of chmpanies Wwishiog o get low
aost-hasslo ~free CERs. They could do 20
withaut snnoymg interference by people af-
fected by the CDM projects, such as mndig-
enons and copnmimity groups (not always Aus-
tralfa's strong paint), and peoplo intefestcd in
prolecting the enviranment.

This isn’t to meation their cantinued oppo-
sition to capé on the flexible mechaniams,
strong eligiballty critere far emissions trading
and limits on hot air.

Australi» and NZ are obviously rying to
cover up the inadcquacy of their own poliees
and pet other Partlcs to unwittingly collude n
this process, Such deception clearty should be

While the duo docs bugrudgedly support

binding consequences, the anly show it town for

them soema ta be “barrowing.” Opposed o fi-*
nancial penalties or » compliance find, the two

don’t seem to waps to send a olear signal that

non-compliance is umacceplable and will have

eCcONOmic conscquenices. Ausaalia even offen

the option for Parties to choose which “canse-

quence” it wiahes to accept. Whata greatidea —

any kid knows that if they are allowsd to choose

their punishment, the saicteat nover wins ouf.

Bolh Australia and New Zealand seem to
bave a natianal strategy thar depends an uncer-
Iain, risky sinks to meet their cammitments.
Seemingly wnwilling to aceept the fundamental
difference between fossil fucl left in the ground
apd carbon stored in trees, they move farward
blindly with a risky stratogy for the atmos-
phete. Their positions on both 3.3 and 3.4 re-
flcce this strategy. .

Purthermore, both seem quite willing to in-
cludo perverse inccafives to cut down old
growth farcsts and rcplase them with fast

So, will the marriage last? Will others take
the risk of associarng therpacives with the po-
sitions of the dua? And finally, how many
more fossil pf tho day awards must the two get
before they see the Light?

=Don | Byy, from font page

- Businesses that bave made recant Independ-

_ out cammitments to reduce gromhouse gus
cmissions and energy consumption inolude
IBM. Jolmson & Johnsos, Shaklcc. Imter
face carpet and the Saunders Hote! Group,

- Over the past three years, encrgy use and CO
emissions have increased of & fur slower ruta
(up 2-3%) than economic growth (up 13%),
despite the Iack of strong federal palisies.

While much work rerains to be done for
the US to get on gack to mest i Kyow com-
miments, the picture is not as dire as US nego-
tintors would have you belicve. Moat tropor-
tantly, it will not be improved by gutting the
Kyoto Peotecol im The Hague.

(The full lefier to negotiators and accompa-
nying update an US domestic developments
are availablc through any CAN m:mbe: at
SB12 - just ask) .

NGO PARTY
9.30pm
o al SEIFad W by
insel Hotel,
Bad Godesberg
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—Fair Shares, from front page
ployment creatich #nd lessen the burden on the
balance of payments by cutting fucl mpatts.

For the CDM to be relevant to Africa’s noeds
it roust give an added boost to the disseminalon
of such technologies. Small projects are more
vulnemblc to the burdeps of tranasstion costs
than are large projects. Transaction costs must
therefore not be allowed to outweigh the valuc of
the CERx genegated. The rules for the CDM must
therefore give amall projects clear proferaatial
treatment, Climate Netwark Africa believes that
this could be achizved in the following ways:

1. An exclusive prampt start ta the CDM
restricted to sroall rencweble lechnalogies wnal
" the rales bave been finalised and approved by
tha Pxccutive Boxrd. This will guarantee the
cradibility of the mechanisn durmg its eacly

2. Development of quick, simple and
chenp baseline methodologles, for example us-
ing benchmariding apprasehes and limited up-
fromt crediting for micro-technologics.

3. A stramlincd bweanaracy mingaisng,

" African Parties should be suppogung the

lden of 8 positive list i cxder to maximiso po-
tential bonefita (o the contnent from the COM.

VOLUME ClIllI

2a3-

udt

It hos boen pomled out to Ludwig thal the
UNFCCC ncgotiadans bas becaroe one of the
Inst refuges of an endangered species. The Glo-
bal Climatc Coalidan, once widespread in in-
dustrialiscd countries, end copecially in the
United States, is now almest extincl. Anyane
wishing to catch & glimpse of one of these clus
sive creghures can cogily distinguish them by
thar characteristce siulking motion, Of course,
they would be prime supparters of tha ideology
that sys there are some spetics that just aren't
wosth seving.- ..

Ludwig also notes bt the Dutch erc dao-
enstrating their well-known commercial skills:
the brochure from the governracut's official
spenay “Belping” dalegates for, COPE appuc
cutly offs prices for sccommnodadon up to
100% Wgher than these available by cantacting
hatels direct. in additon lo h:ﬁy “arrangeroent
do bctu:r w makc uu:ir own amngemmw
Ludwig bopes the Dutch taka this i tho spint
inznded, and don't exdle him 10 Rotterdam,

FREE OF CHARGE
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12 June 2000

To: See Recipients’ List
From: USDEL/Bonn — Mark G. Hamblg®®
Subject: Periodic Update No. 9 from SB12 (Sunday to Monday, June 11-12

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 Chbange (SB12) that are mecting in Bonn during
the June S-16 Gmeframe. This message covers activities from the afternaon of
Sunday, June 11 to mid-day on Monday, June 12,

Also included is the June 12 edition of ECO, a sometimes provocative NGO
tract that usually oarries article critical of the U.S, as well as the more reputable NGO-
produced Earth Negotiations Bulletin that provides information on Friday-
Saturday’s proceedings. It should be read in conjunction with our Updates No, 7-8.
We are also including a report on the June 11 umbrella group meeting prepared by
State’s Jack Shick.

Although unclassified, this report is not intended to for use or circulation
outside the U.S. Government.
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SB12 Periodic Update No. 9: “Two Steps Forward; One Step Back™:
Delegations Disappointed with Revised Texts as the Formal Sessions Open

Atmospherics

The general optimism that was in evidence throughout last week largely
dissipated somewhat once delegations bad an oppartunity to go over the three
docurnents released by the co-chairs over the weekend. Critical as to how things will
move or not move this week will be the manner in which Articles 4.8/4.9 and 3.14 are
handled by the Saudis and their allies on the one hand and Annex I on the other. We
will get our first taste of this continuing battle of words and mancuvering at the first
joint SBSTA/SBI meeting on Monday afternoon (June 12).

“Two Steps Forward; One Step Back”: The Story of Three Papers

Three papers were issued over the weekend — a new revised text on the
mechanisms, 2 co-chairs” effort on the adaptation/compensation 1ssues; and an
elements for a decision on capacity building.

Mechanisms: The good news about the revised mechanisms text is that it is 50 pages
shorter than its predecessor; the bad news is that it is still 92 pages long. Scveral
umbrella group ideas were altered in the document in ways that are not satisfactory to
us. On the other hand, the paper is better organized and excludes some of the more
obnoxious Saudi proposals, as well. We are consulting with our umbrells partmers
about the best way to proceed. In general, it is an improvement. Ideally, we would
like Chairman Chow to be authorized to prepare yet another draft for September,
perhaps following the July mechanisms consultations in Penang. Given other
complications, this may not be posaible in any formal sense.

Article 4.8/4.9/Article 3.14: More distarbing is the document submitted on the
adaptation/compensation issue (Articles 4.8.4.9 and Article 3.14). Contrary to
repeated assertions by the co-chairs of this working group (and, especially, by
Sweden’s Bo Kjellen), this document looks like a negotiating text. It offers two
decisions (one on 4.8.4.9 and a second on 3.14). We are working with our umbrella
and BU parties to detertnine our best approach. For the time-being, we believe we
should reject this paper as a basis for discussion, despite Saudi assertions that they
will “block™ progress in other areas, if we do not treat their issuc equally, We believe
that we bave given the Saudis far more than is their dque. They may well block
progress in the mechanisms, but this might be acceptable as delegations need time to
absorb this new draft’s dctails and may want to consult with other Parties. Our
remeem e that the Qandic mioht well changa ta have the mechaniems text reiacted  ac
weil, OT [Hal ey MIGAT turn el aenuon more dreciy on SI1Ks, Or Wat ey may uy
to interject their views in all three areas.
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In any case, how we handle this problem is delicate. We want to keep 2
unifarm Annex I approach if at all possible. For the moment, both New Zealand and
Norway want to work from the co-chair’s document; some EU members also support
Kjellen in this approach. The U.S. Australia, and the UK take a harder line. We are
hoping to meet with the EU later today to clarify our stands.

Capacity Buflding: The third paper an capacity building contains elements for 2
draft decision. This is 8 more acceptable basis for discussion. The difficuity could
come from questions as 1o Who and how the various proposals might be financed. As
ig the casc for the adaptation/compensation peper, we do have problems of
transparency from the co-chairs of these various processes. We are hindered in
capacity building by not having a Reifsnyder to keep tabs on Chairman Ashe.

Formal Sessions Begin: Status of Convention and Protocol Membership

The formal meetings of the Twelfth Sessions of the Subsidiary Body on
Scientific and Technological Advice (SBSTA) and the Subsidiary Body on
Implementation (SBI) began on Monday, June 12. The joint SBUSBSTA sesgion will
be held on Monday afternoon. Because some more outwardly political and
controversial process igsues have to be raised, it is felt by many that progress will be
slower than the first week’s rather extraordinary productivity.

At the morning SBSTA meeting, the UNFCCC Director General, Michael
Zammit Cutajar, noted that four morc countries had ratified the convention bringing
the total number to 184 (only ten countries remain nop-signatories). Six additional
Parties have ratified the Kyoto Protocol, bringing the total to 22, including Nicaragua,
Bolivia, Palau, Mongolia, Ecusdor and Mexico.

A highlight of the morning SBSTA session (ancll later in the SBI) was a short
report issued by IPCC Chairman Watson. He confirmed, inter alia, that human
activities are disturbing the global carbon cycle through the combustion of fossil
fuels and through LULUCF actitivities. He noted that the amount of carbon
concentration in the atmosphere bad increased by 28 percent since 1850,

June 11 Umbrella Plenary

The eight umbrella members present at this meeting (no one has seen a
Ukrainian thus far) met for over two hours on June 11. Meny of the vexations noted
above were expressed. Russia made an interesting comment that for many countries,
(such as those in Africa) the EU and the wmbrella are creating a system on the
mechanisms and compliance that is far too complicated for them. He also said that
the sinks issue is poorly understood by his country’s foresters. We hope to probe
more during 2 U.S -Russian bilateral that is soheduled for Tuesday afternoon (June
13). A complete report an the June 11 umbrella meeting is contsined with this report.

Status of the Negotiations
There was little change from our last update other than the rather significant

developments that have been noted above. There wera two additional developments
that are worth poting, however:
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Compliance: Over the weekend, second submissions were made. The co~chairs plan
to issue a revised text late today (June 12). It is not clear whether the co-chairs have
heeded our advice and have avoid prescribing outcomes on the paragraphs regarding
institutions. Their suggestions to date have not been very good ones, and we would
prefet to address these informally to produce a more satisfactory insertion prior to it
being incorporated in a draft text.

Sinks: Several additional hours of weekend discussion have largely concluded the
group’s consideration of the IPCC special report on this topic, In addition, the sub~
group has concluded its work on suggesting a format for presentation of the August !
submissions that should be helpful. It must now be presented to the entire group for
its blessing. Saudi reaction is not known. Suffice it to note that at the June 11
umbrella meeting, SBSTA Chairman Dovland described the progress on sinks over
the past week as “the one real success” of our deliberations thus far. Our hats are off
to Adele Morris and her entire sinks’ team!

Comment:

Many Annex I delegations are nervous. As indicated, the Saudis are gradually
pushing the entire camel into the tent of Article 4.8/4.9, following their success in
getting its nose inside at COP-4. Some delegations are concerned that if we push too
hard on the appalling text provided by Messrs. Kjellen and Salamat, this could result
in either the blocking of the mechanisms text or introduce further Saudi obstruction in
areas of concern to us including compliance and sinks. The point is, we will have to
block the Saudis at one point; whether we do it now or at SB13 in September is a
point we must take carefully into account as we proceed over the next few days.

¢
We are not being helped by the G-77/China with finding a solution to this

predicament. Nigeria, an QPEC member, is of course chairing the developing
country’s group this year (through COP-6). In addition, we have been told by
informants that the Africans believe they are getting what they want from us in terms
of capacity building and adaptation and spparently do not intend to engage the Saudis
as bluntly on this issue here as they have in the past. They appear to believe that this
can be a fight between Annex I and OPEC. We will attempt to ascertain whether this
is, in fact, the cage, and leamn further African views at 2 lunch we will be hosting for
seversl African delegations tomorrow, End Comment.

P.24/20
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Umbrella Group

11 June 2000
Jack Schick

The Umbrella Group saw this point midway in the June session as a delicate one
because it is faced with a 94-page Mechanisms draft produced last week by Chow and
the Secretariat loaded with much unacceptable material and yet concerned that an
overreaction will drive the process back to the 142-pager going into this meeting.
Australia is at one extreme, finding the draft largely unacceptable and preferring to
have a fight over it now rather than closer to COP 6 or at COP 6. Japan, in particular,
was concerned not to desroy the process, and New Zealand, Norway, and the US did
not see the situation in such stark terms. Norway offered perspective that Chow has
shortened the Indian “nature and scope” principles section, stripped out the Saudi
material, and tightened the structure of the document, which suggests Chow has been
listening to the Umbrella Group’s views. Canada reported that Chow has given
Tuesday to the G 77 for its deliberations an the document,

The US expressed concern for the form and substance of the 4,8/4.9 elements paper,
which has two draft decisions instead of one, despite assurances from the co-chairs—
Sweden and Iran~—not to worry, and moves too far too fast. Norway tried to put this
concern in perspective by noting that this 4-pager fails to compare to the
Mechanism’s 94-pager and was cancerned that a U Group reaction to the former
would impact on prospects for the latter. Nonetheless, the Norwegian Chair of
SUBSTA took the US point.

Australia portrayed the sinks debate, which has just started at this session, as probably
unable to produce an elements paper and urged the U Group to come to the Poznan
Workshop next month with 1 August submissions 1.2 ita back pockets to give a jolt to
the process. Canada disagreed because developing tountries have engaged the issues
while noting that the timeline is very tight and that sinks are a ratification issue for
Ottawa. In addition, the US pointed out that what was most wanted from this session
is the draft data formats for the production of sinks data, and they are now available
for a first reading tomorrow by the sinks Contact Group. (Comment: Australia failed
0 mention the constructive interventions of its own spokesman in the sinks debate
and other useful interventions by Brazil snd Canada yesterday.)

Canada’s African analysis concluded that the Umbrella Group can no longer depend
on the Africans to serve as a wedge for influencing the G 77 because “Africa™ has
given up on the CDM as burdened with procedural and structural complexity and
instead decided to concentrate on capacity building. Moreover, the Africans
anticipate that they will be unable to win both an adsptation fund in CDM and
capacity building at COP 6. According to Canada, “Africa” will not oppose OPEC on
4.8/4.9 in public but is prepared to say to the Umbrella Group that, if the Group needs
help with OPEC, show us the money for capacity building., Canadas referred to South
Africa as all but in OPEC albeit working from a coal-based economy. (Comment:
Canada probably has not talked extensively to the 50-member African caucus, and on
previous occasions Canada said it talks mainly to francophone Africans. Its analysis
appears confined to that sample of African countries, and its dismissal of South Africa
was unsupported by evidence of collaboration with Nigeria.)
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. Russia—with a five-member delegation at this meeting~limited itself to an
introductory statcment that wandered from proudly saying that new President Putin
had pronounced on climate change in the recent joint US-Russian statement at the
summit to declaring that the Russian Forest Service carmot accept the sinks provision
in the Kyoto Protocol but reiterated EIT's preference for JI projects (comment: this
statement on JI does not represent the Energy Ministry’s view nor perhaps the Natural
Resources Ministry (where the State Comumnittee on Environmental Protection
probably will be housed) as US Embassy Moscow learned in the pre-summit runup).

The discussion did not go into compliance in any detail other than to place it with the
positive developments of the week just ended.,

Ry
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HIGHLIGHTS FROM FCCC SB-12
INFORMAL MEETINGS
FRIDAY-SATURDAY, 9-10 JUNE 2000

Delegates to the informal metings met 1o conalude their work
ahead of the twelfth sessions of the FCCC subsidiary bodies (SB-
12). Informal meetings were convened on: compliance; guidelines
under Pratocol Articles S (mnetbodological issues), 7 (communica-
don of information) and 8 (review of informatdon); capacity
building; land use, land-use change and forestry,; palicies and '
messures: and FCCC Article 4.8 and 4.9 and Protocol Artcle 3.14
(adverse effects). .

INFORMAL MEETINGS
COMPLIANCE: On 9 June, delegates continued consider-
stion of the Co-Chairs’ Elements of a Compliance System for the
Kyato Pratocol. On COPMOP, Co-Chair Slads said the proposals
reflected the degree of political intervéntion Parties would allowin
the compliance process. NEW ZBALAND and the EU said the
COP/MOP was the central policy-making body, but should not
directly intervene in a specific case by taking over thejudicial/
legal body’s functicas, SAUDI ARABRIA stressed the COP/MOP’s
tral role and said it would not only accept the report of the
mpliance body, butcould also modify that body's decisions.
ADA, with NEW ZEALAND, said this would politicize the
process and that the legal appreciation should be left to the compli-
ance body. AUSTRALIA said the COP/MOP could have a final
say on manifestly unjust decisions. :

On China’s proposal to include a new section on the implica-
tions of Articic 18 (non-compliance), the US sgid an amendment
would be nesded if binding consequences were to be adoptcd as
part of the compliance system. CHINA cautioned against creating
twa groups of Parties that had mdified the Protocol: one group with,
and the other without, the compliance procedure. The US ssid the

. amendment could be addressed when commitments for the second
. budget period were considered.

GUIDELINES UNDER PROTOCOL ABRTICLESS, 7 & 8:
Subgroup on Article 5.1 (national systems): On 9 June, dele-’
gates worked to remove thres remalning brackets oa the second
draft Guidelines for National Systems for the Estimarion of
Anthropogenic Greenhouse Gas Bmissiony by Sourcesand .
Removals by Sinks under Article 5.1.On Applicability, delegates
sought acceptablo language on mandatory end non-mandstory
provisions i the Guidelines. On the ELJ proposal to insert twa
paragraphs on moaitoring of omissians of legal entities and/or
projects under Articles 6and 17 under nadonal systams, delegares
agreed to & comprumise proposal by CANADA for 3 ew para-
graph under Chamcteristics that would refer 1o relevant IPCC

guidelines and COP or COP/MOQP decisions, Or 10 June, the
subgroup resalved all outstanding editarial issues and approved the
revised guidelines. _

Subgroup on Articles 5.2 (adjustments) and 8 (review of
information): On 9 June, delegates continucd congideration of the
EU proposal on Classification of Inveatory Problems in the guide-
lines under Article 8, focusing on issues/problems with direct
implicarions on the total aggregated inventary estimatg or trend.
Differing views were cxpressed a8 to whether any failure to follow
the good practice principles was adjustable, NORWAY, supported
by the EU, highlighted the linkages between the adjustruent and
compliance processes. NEW ZEALAND suggested that the final
report of the expert review team should include the rationale for the
adjustment and identification of steps the Party cancerned could
take in order to address the underlying causes of the inventory
problem, Co-Chalr Penmen noted consensus among delegates that
adjustments were “a good thing” and that they could belimited in
two ways: a3 part of the review prooess and, for practical reasaons,
indme. .

CAPACITY BUILDING: On 5 June, delegates heard presen-
wtions by the Global Environment Facility (GEBF) on the Climate
Development Initiative (CDI) and considered capagcity buildingin
non-Anpex ] countries.

Avani Vaish, GFF, said the CDlisan 18-raonth effortby GEF
and UNDP in 3 phases: an assessment of coontry-level capacity
seads; preparatlon of 2 comprehensive study to meet those needs;
and development of an action pian. Joha Hoff, UNDP, defined
capacity devélopment as the ability of individuals end institutions
1 sct and realize goals, and said itia influenced by the brpader
context of the institrtions, including policy and regulatory frame-

" warks.

Delegates heard brief reports by regional experts. Isgues raised

‘included: lack of finandlal resources; ineficient management of

buman resources and information; inability to retaio human
capacity; and & low level of ecanomic, managerial and communi-
catien gkills. On possible elemeats for a draft framework for
capacity building, several delegates stressed the need for capacity
building to be country-driven. The G-77/CHINA stressed that
capacity building be a continuous, integrative and comprehensive
process implemented within a specific time frame and bascd on
country pricrities. The US stressed thenecd to work on in-country
capacities, build swong partmerships with local staksholders and
incorporate capacity building in oational strategies.

On the role of institutions, several delegated called far clear

gnidance to the GEF w ensure adequare funding for capacity

building initatves.
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The G-77/CHINA said national commusications should be the
Jin souree of informatian to monitor the effectiveness of capacity
ilding. AOSIS drew entention to the Barbados Programme of
stion and crmphasized regional afforts in sddressing cepacity
dlding needs, .

POLICTIES AND MEASURES: On S June, Chair Doviand
troduced text far passible draft SBSTA-12 conclusians and
eliminary elements of 8 draft decision for COP-6 based on recent
scussions and submissions by Parties. The draft conclusions
cluded 1 SBSTA recommendation that work on sharing experi-
\ces and information continue, in particular through a workshop

2001. The draft decision staged, inter alia, thet this process

\ould lead 1o a further elaboration of the guidelines under Article
2 (outional communications) and enable 8 demongstretion of
‘ogress by 2005, in the context of Article3.2 (demonswrahle
‘ogress). - :

The BU supported moving forward by exchanging views on
sth texts, Noting the lack of time to consider thig marter, the G-77/
HINA objected to consideration of elements of a draft decision.
AUDI ARABIA added that it was pramature to consider a deci- -
on before holding another workshop involving more devcloping
suntrics, and highlighted other pressing issues ia tha lead-up to
'OP-6. He said it would be more epprapriate to consider conclu-
.ons that expressed appreciation for the recent workshop in
‘openhagen and called for another workshop in 2001.

haic Dovland said SBSTA-12 would cansider this issue, and
agresment on & workshop in 2001, AOSIS said it looked
ard to oxtensive discussion on this matter during SBSTA-12,

LOLUCE: On 9 and 10 June, delegates met to consider the
PCC Special Repory on LULUCF, with the lead authors

esponding to requests for clarification. On implications of Anicle

1.3 (afforestation, restorstion and deforestation — ARD) and 3.4
additopal activities), delegates considered, inter aba: ARD dcfi-
\itions, accounting scenarios, and how to combine them; isues
‘elated to separating “human-induced” ectivities, “direct human-
nduced™ activities, and narural variability; improved management
sersus Jand-use change; the basis of and need for a definiton of
‘forest”; the carbon accounting schemes and their relationship to
atmospheric carbon; implications for the harvest-regeneration
cycle; carbon stock changes versus fluxes; baselines and addition-
ality; non-CO2 gases; incentives for sequestuation where no land-
use change accurs, and for the capaure of co-benefits; and the inwent
behind the nead for cach Party to establish its level of carbon stocks
in 1990 a2 required under Articla 3 4.

The EU suggested designing ARD definitions specifically for
the purpose of implementing Articlo 3.3, and the UK raised the
possibility of custorizing the IPCC scenasios. CANADA
preferred land-bascd accounting and noted thar Article 3.4 repre-
-~nts an opportuaity to deal with sinks in & comprehensiva and

rmmerical way. He advocated 2 combined spproach to Article
o D ATTVIA ssid an eppropriatz accounting scheme
338nds.a o licablcueder Articles § and 12. BRAZIL sald the
Ui i hetst for the purposes of Article 3.3 should be
1ked to thresholds for the veriable tonnes of carbon per hectare.
USTRALIA raised the issue of spatial and temporal discontiaui-
as under Article 3.3 and the necd to avoid perverse incentives, He
alled for further development of meaxurement techaiques for the
ind-uce change secter, noting the arnission of this sector in the
PCC good practice guidance. *

On the wyy forward after SB-12, the G-77/CHINA, supported
by AOSIS, cautioned against using & “fast track®, highlighting that
e did not conslder it to be part of the BAPA- ‘

ADVERSE EFFECTS: On 10 June, Co-Chair Salamat
summagrized issyeg raised in submissions and cailed an delegates ©
identify additonal issues and comment on the nesd for and neture

. of fiture meetings. _

JAPAN underlined the impertanca of recognizing past support
for adaptadon and, with MOZAMBIQUE, highlighted institurional
and managerial capacity building, and tralning for vulnerability
dssessments and response measures. The EU highlighted moni-

htoring and regearch, the importance of dialogue between donors
and recipients and, with the NETHERLANDS, providing far adap-
tasion within nstional and sactoral strategies, The UK and US
cmphasized the identiflcation and evaluation of adaptation options.
SAUDI ARABIA and the US, oppased by SWITZERLAND, high-
lighted provision for CO2 sequestrarion technalogies.
AUSTRALIA underlined the role of sinks, BELIZE called for
immediate adaptetion measures. BRAZIL, with JAMAICA, under-
scared the role of reglonal climate change models. NIGERIA
emphasized access 1o information technology, including telecom-
munications.

. 'On future meetings, AOSIS emphasized the value of regionel
workshops and the need for coordination of FGCC workshops and
meetings. SENEGAL proposed a workshop on least developed
countries. ZIMABABWE proposed a workshop to examine the
role of insurance, JAPAN highlighted resource constraints for
intersessional meetings. SAUDI ARABIA proposed 2 workshop
on the nature and implication of Annex [ Parties’ P&Ms, as well as
one on Protocol Articla3.14. SWITZERLAND, JAPAN and athers
said the issue of workshops would be addregsed during SB-12,

The G-77/CHINA, supported by SAUDI ARABIA, SOUTH
AFRICA and others, and opposed by SWITZERLAND, expressed
preference for separate draft decisions, one on FCCC Article 4.2
and 4.9, and another on Pratocol Article 3.14, Co-Chair Salamat
noted that the, draft decision will have three distinctparts without
prejudiccto SBSTA-12 discusslons.

IN THE CORRIDORS .o

While most partcipants left the week of informal meetings with
the feeling that they had successtully moved discusslons forward
on scveral key issues, come sessions ended on a slightly sour nots.
Attempts by some Chairs to present draft dacisions or negotiating
texT met with confusion over the extent of the meetings’ mandate,
and sparked what sorae abservers saw as political posturing that
contrasted with the generally constructive and open dialogue.
While there was agreament on developing consolidated text for
mechanisms and adverse effects, EU delegutes were dissppointed
when attempts to develop a negotiating text on policies and
measures for a decigion at COP-6 were stonewalled by some G-77
countries late Friday afternoon..

THINGS TO LOOK FOR TODAY

SBSTA: SBSTA will meet at 10:00 am in Plenary II to cansider
LULUCE, Protasol Articles 5, 7 and 8, natonal greenhouss gas
ipveatories and the status of tha consultetive process on tochnology
tranafer. An olaborzted draft text on Article 8 ig svailable today.

SBI: SBI will meet at 10:00 gm in Plenary [and is expected 1o
eddress Annex I 2nd non-Annex I national communications, and
the financial mechanism. '

JOINT SBUSBSTA: A joint SBUSBSTA meeting will
convene at 3:00 pm in Plenary I'to consider adverse cffects,
compliance, and the mecbanisms. Draft consolidated texts on
machanisms end complianee and a consolidated text on adverse
effects are available 1oday,
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Flex Mechs Text —

CAN was delighted to see the cmergence of
Chairman Chow’s revised machamisms Xt of
Ssmurday afternoon. The Chairman is  be con-
ararulated for his eforts to re-organize and slim
down the text (although 4t 94 pages, it's adll
nobody's idea of a light rmad). Delegates are
alsa to be thanked for. allowing ths Chair’s taxt

put forward as the basls for discussions

oak. .

y and large, tha slimring-down process
cuceeedrd in climinadng redundant scctions of
text. There arc still scverl arcas that require
peefing Up as we move owards The Hague,
such as rules and guidelines for public pactict-
patian in review of IX and CDM projects, and
elaborution of strong Lisbility rules in the event
of non~compliancs with emisslons redustion
obligations. Of course. the Chairman’s ncw

" text preserves the various options for decisions
on all the key areas of disagreement emang the
Partian. Based on initfal review of the-new taxl,
preferences among these oplons, as well as
suggestions far further improvemcnt, ace aut-
lined below,

Cross-cutting issues )
Tragsparency: In the ssctien on registrics, the
wext provides for public access 1o nationel
AAU/ERU/CER socount bulances on a reak
time basis. For the public m get the big pictre,
however, all national registries neod t be
linked to an internasional regisay whose data 15
publicly available. Further, it is disappointing
that the Transpatency section of esch draft de-
cision 1s blank. We suggust that this section
¢pecifically menrion the public participadon
provisions of Agenda 21 and Principle 10 of

Rio Declaration. )
ihility: Importantly, the text recognizes

t Parties must establish their eligibility w

ISSUE NO4

Next?

pamicipate in the mechanisms. Failom ta com-
ply with Articles 5 and 7 must preclude a Party
from using the mechanisms. We also support
the proposal that the Secretadat maintain o Lst
* of Patties ineligible w paricipate. Finally, the
wxt should incinda Janguage limiting paracipa-
tion in omissions woding and the other mecha-
nisms (including Asticle 4) to those Parties that
bave ndopted domsstic progroms t© enforce
compliance.
Supplcmentarity: The options on this issue ars
put forward in an Annex X to eoch of the
mechanisms. As is well known, most CAN
groups QUPPOrt a quantitative limit on 42 share

of Annax I countries’ emissions reduction obli-
gatiohs that can bs met through use of the vari«
ous Kyoto mechanisms.

—continued cver, col. 1
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gamus pon fo the r_ X
VOLUME Clll

Agapt.ireld
For onge it ¢eeme that Parties are senious 'n
fulfilling their commitments under the Convesn-
don on Article 4.8 & 4.9. For developing coun-
tries such 28 AOSIS members and LDCs that
are amang the most vulnemble to the impacte
of climat= change, the issue of adaprarion can
mean life and death. It is thereforc extremely
hearcening to sec in the latest consolidat:d
chair’s text on Article 4.9 that the Parties are
giving serious consideration to identifying ini-
tial acticns ® address adverse impocrs.

There wag a common thread of agreement
in last week’s informal exchaages of views. All
Partics concued that technologleal and finan-
cial support will be crucial for assisdng devel-
oping countries build their capaity and institu-
tional strength, This weuld be one of the fint
steps towords helping them idenuify and de-
velop adaptation response measures, and his is
where pnority action should be maken. The Pur-
ties ulready have sufficicat informetion W pro-
vide the basis for actions taken under Aanicle
4.9. It would ba sanselecs to delay decisions
any further.

Actions relaring 1o the impacus of response
measureg are, however, a different madter.
Huge information gops remain, making i pre-
mature for Partles o take any conclusive deci-
sions on compensation. Nevertheless, there re
some positive measures that Parties shonld sup-
post now. For guartera, they should endoise
more rescarch into the development and use of
renewable enaegy in developing countries.

CAN is exmremely concerned by (e lawent
of some Partes (stand up, Avstralial) © cX-
plore carbon scquestation icchnalogies 8s o
way to minirnisa the adverse impacts of elimnte

—confinued over, col. 3
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—Machs, from front page
MIW0f proceeds: CAN believes the shar of
proceeds fo be uscd for the adaptation fund es-
tablished under Article 12.8 ahould apply to all
thras mechanisms. not just the CDM, The
needs 10 ba met by this fund arc likely to be
quitc substantial, given the ever-more-oppazent
impocts of climaw change on develaping coun-
ies. In addltion, it would be ironie indeed if
the one mechanism (bat can conmibuta 10 Sus-
tinable development in non-Annex I countries
(the CDM) were to be competitively disadvane
taged by selectiva application of this fee.
) Jaotnt Implemsntation
The Chgirman’s asw xt on JI retains almost
all couatries’ tabled and bracketed proposals.
To cnsure environmental integrity, Pardes
should support those options that give priodty
to clean technologics such ss renswables and
cnecgy efficiency, as well as those that empha-
size moldple forms of additionallty (paras 32a-
g and 36a-d). These paragraphs elso address
the nsed ta exclude nuclear power and those
sink projects that cannot provide methodologi-
cal apd scientific certainty.
There is o need for the final rules adopted
in The Hague to promote clean JI projects over
ronmentally unsound projects or 'hot air’
. In this regard, Partes should endeavar
re thar the decmiled reporting reguice-
ts for project baselines (Appendix B, pege
30) acd for the Project Design Document (Ao~
aax o App. B, p 32) don't inczcase costs Un-
necessarily, and acmally reduce incentives to
pursue 1T projects s compared to hot air trad-
ing. :
CAN thinks that the esoncapt of fast track
approval for a posidve list of clean technolo-
cics such gs renswables and cutting-edge de-
mand side efficicncy should be added ta the
text. These green techpologics are far prefer-
able tg unsustminable teehnologies such as large
hydro, nuclear power and cosl. Favorable con-

sideration should bo given to the Swiss pro-

posal for early crediung (ageinst the assigned
amoun) for sustainable GHG emissions reduc-
tion projects. before the commitment period, so

as to limit Hot Alc. This would offer investors-

an opening far cheap energy efficlency options
in Central and Eastern Burope. In order to gea-
ernte net benefits to the atmosphere, thesa sarly
JI credits should be properly discounted for the
investor,

Clzan Devalopmant Mechaniom
Paragraphs on opdons for promoting clean
technologies remain ingact, in particalar para.
c & ¢ which gives the option to priortise
wablcs and energy officlency and @ base
(s on the best available long-term envi-

ISSUE NO4
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roamental option.

CAN ¢an guppors condneting the CDM on
an interirg besis if the interim pariod is re-
stricied to 1n exclusive positive list of
renewables and damand-sida encrgy efficiency
technologiss. :

Stich posigve list technologies can be used
to promote lcaming by doing without risiing
the environmental integrity of the mechanism,
and will give the private sector greater certainty
in devsloping early projects. The interim phase
can be uscd o develop special rules for pasitive
list technologies first, which could include sim-
plified baselinas (=.g. thvough Benchmaridng).

. raloxed addidonality criteria and o fast mack
procedural systemn. Rules for tachnologiss not
en the posigve list can be dcveloped subsc
quantly and stll b in place for COPMOP1,
when other tachnologies cotld be allowed in,
pending a raview of the inrerim phasc.

CDM projects should be required to meer
tests of emissions. financial, invesuncat and
echnology cddisionality. Whilst the details still
necd to be flaehed out, this principle is essantial
to operationallze Article 12.5¢ of the Protocal,
Additionality ‘criteria could potendally be re-
laxed to o degree for positive list renewable and
demand-side prajects becausc We can be mate
secore that such tachnologizs are naturally ad-
ditional. Restricrion of the interim phase o
such positive list projects will also allow the
question of addirionality to be fully addrassed
for other tactmologias before they are allowed
access to the CDM. £

The teme of stakeholder participation is
briefly noted in the contexts of project valide-
tion (para 49d) aad accreditation of operational
antties (para 96a (i) and the project design
document (para 101i). Hawever, the aoverly
genaral approach to such participation does nat
yet inspire confidence in Parties’ commitment
on thie issus, despite the obvious moral impera-
dve and the clesr oparational benefits invelved.

CAN would like to sez 2 more systematic

. approach (o participarion throughout the taxt
In particular, local stakeholder involvement
should be explicitly required in project selec-
tion and design. through specific critada for 1o.
cal stakehalder benefits and capacity building,
z framework for information provision. public

comment periods and a clear and effecgve

complainrg procedure. These isaucs should all
be integrated inta the CDM refecenee manust
and the projsct design dacument for both COM
and JI projects. In addition, CAN believes that
civil soclety should'heve represontation on the
cxccutive board.
Emirsions Troding
We agree thot Parties should commit (o specific

VGLUME CIIl

JUNE 2000

202 647 8181 P.38/30

N7

NGO NEWSLETTER|

dates for a raview of the trading sysiem. How-
ever, tha text should state axplicitly that the
review sxamine the cffectiveness and operadon
of the rules regarding eligibility, liability, and
registries. Moreover, the text should specify
the the roviews acclir on a regular end predice-
able basis, '

CAN is pleased that tha text includes vari-
ous proposals for hybrid liability, including the
surplus-to-plan, shared liabiliy. and compli-
sncc resecve slrematives, We beliove signifi-
cant work is sull needed w fine-tuna these pra-
posals. We reject the sellcr-liubility-only op-
don. Finally, we agree that Parties not in com-
pliance with Articles 3, 5 and 7 may not trans-
fer AAUs In the second commitment period.

Chalitoan Chow ‘and the Secrefaxiat havz
done their paxt: now it's up o delegatas © sug-
gese further improvemears {n the text, and 3
wark to narrow their differences wherever pos-
sible bafors wa all leave Bonn at the end of this
week”

-~Adapiation, from front page
change on developing countries. This propassl
is totally unacceptable, It would gllow devel-
oped cowntrias to evads cutting chair ues of fos-
sl faels — which is, of course, why the OPECs
are supporting it Moreover, because this tech-
nology is expensive and still being davelopzd,
it could divert investment away from the deve!-
opmenc of rencwable enecgy and energy eff-
ciency technologies that are sorely needed in
both the Nerth and South. ¥

Onc doesn’t have to be Binstein to figute
out what these Parties are up to. AOSIS and
LDCs shauld reject any referencs t sinks 0

4.9,
l||

Time for Ludwig’s by-now traditlanal report
from the NGO Party. Firsdy, badges (or but-
tons as North Americans call themn). By the
end of the pnrty British delegates seemed 1o
be wearing “No Nukes in the CDM™; in can-
wust the French were supporting their natienal
position by weasing “Trees Don't Cut It — Na
Sinks in the CDM". And who could resist the
charm of the new head of tha GCC, who
chase to ignora the, um, facilides. using o uce
in the middle of the squese instead (or was lta
lamp-post?).

While on the subject of carbon criminals,
Ludwig has lsamed that the “Don™ in Don
“Qodfather” Peorlman 18 in fact a title, not a
name. Watch oyt for Horses® heads.

FREE OF CHARGE

TOTAL P.38



{UNFlB—EB@G 15:

NES/EGC 202 /47 8131 P.O3-11

3

[
[\
v
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To: See Recipients’ Ligt

From: USDEL/Bonn — Mark G. HamM

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 Nattons
Framework Convention on Climate Change (SB12) that ere meeting in Bonn during
the Junc 5-16 timefrarne. This message covers activities from the afternoon of
Monday, June 12 to mid-day on Tuesday, June 13.

Also included is a report on the joint SBSTA/SBI June 12 segsion 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
report should also be resd in conjunction with Update No. 11 that contains additional
supplemental reporting prepared by various USDEL mermbers.

Although unclassified, this report is not intended to for use 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; Saudi “Roll” after the Release of Co-Chairs Text on
Adaptatien/Compensation Screeches to 2 Halt Amid an Evening Brouhaha

Atmospherics

The pace of discussions slowed perceptibly on June 12 and 13 as the first
farmnal sessions of the Subsidiary Bady 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 until Friday (June 16), barring some emergency situation. SBI
did better and has only a few items 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 are going. The Szudis 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 8 negotiating 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 himythat the meeting could not
continue. Switzerland tried to calm him down; Samoa stated that it bad never seen
one Party interrupt a Chair in this manner. There were calls for a break for
consultations and after the usual ‘“too-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-cheirs text on 4.8/4.9 (Al refused),
Ashe then turned his attention an his own group. They agreed to continue the
discussion, and the meeting was completed after one hour. There will undoubtedly be
repercussions, but it will not be until later this afternoon (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, sorme 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
their concern.

Status of the Negotiations

The following paragraphs providc insights into the status of the various 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 response
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 hammered by its content. The second issue of
concern is whether there should be one decision or two incorparating Protocal Article
3.14 into the decision on Convention Articles 4.8/4.9. To say that the Saudis were on
a rol] until the evening kerfuffle on June 12 was probably an accurate assessment. It
is not clear how this will play out, but the Saudis will undoubtedly press their G-
77/China colleagues to exact same 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 Sessjon on June 12. Annex I Parties rather begrudgingly
decided 1o hold their fire as long as Saudi Arabia 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 (4.8/49) ina
separate decision from Protocol Article 3.14 or not. Led by Nigeria speaking for the
G-77/Chins, over 20 different non-Annex I Parties all agreed there ghould be separate
decisions. Voicing their support were Venezuele, Senegal, Chad, Burkino Faso
(speaking for the African group), Indonesia and several others, including almost every
Arab country fram Morocco to Qatar. See our report in Update 11.

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

This situation has been confused and complicated by a'rsport coming from the EU
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 ‘real” text on Wednesday. Same
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. and 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 a 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
proposed text, while we proposed “themes.” The meeting was described as difficult.
The G-77 will present a paper sometime today (June 13). Itis anticipated that co-
chairs for a contact group will be appointed sometime today, as well. :

P.95-11
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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 umbrells 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 portien 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 SBUSBSTA session on June 12, the Chair also tried to 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 discuased nor have thesc
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 negotiating session in Lyon. Saudi Arabia made
similar points; Colombia called for mechanisms that will permit a strong mitigation
effort. Romania, speaking on behalf of the economies in tranaition (including our
umbrella partner, Russia) focused 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. all spoke out, as well. We noted some of
the gaps in the text but applauded it as 2 step forward, See our detsiled report in
Update No. 11.

As has been noted, quasi-bedlam broke out during the contact group when Saudi
Arabia tried to shut down the mecting 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 o June 12, It will serve as the
basis for discussion on the efternoon of June 13, Our first reading suggests that most
of our points have been incorporated. Unfortunately, the EU’s proposals an
institutions appears in the main bedy 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 to do on the institutional and
other areas.

Policles and Measures (PAMs): This issue was raised at the moming 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 rale 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 today (June 13).

Land Use and Land Us¢ Change and Farestry (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, 2 lengthy discussion
ensued during which the G-77 asked for an additional LULUCF workshop and for the

P.O6-/11
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preparation of a report by the Secretariat analyzing the results of the IPCC Special
Report. Brazil indicated that this is not possible, citing principally the timing issue.

The contact group continued later an June 12. The work on the data formats for the
August 1 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
praposed that projects be evaluated based on their contributions under the provisions
of the convention or the protecol. Work continues later on June 13.

Capacity Building: The paper issued by SBI Chairman Ashe containing the elements .

for a decision was issued on June 11. It will be discussed at the ncxt meeting of this
group which is scheduled for later today, Junc 13.

Cross-Catting Issues: No change from earlier reporting.

P.@7/11
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Joint SUBSTA/SUBIM Meeting
12 June 2000
Jack Schick

Nigeria launched a vigorous assault on unified Annex I opposition ta 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, as 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 1995 Berlin Mandate that excluded them 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 2 commitment to “specific funding amounts™ on a leng 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 Arabia endorsed Nigeria’s statement. The Saudis were j oined by nearly the
entire Arab world that lined up to speak in support of Nigeria’s effort. Many African
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. China and India made relatively pro-forma
supporting statements but did not go beyond that—in India’s case, 2 one sentence
nod. Interestingly enough, Colombia, Peru, and Venezuela were the only Latin
American countries to support Nigeria, Brazil, Malaysia, Thailand, and South Africa
remnained silent. ‘

The Co-chairs of the 4.8 Contact Group tried to reassure Annex I countries that their
text of last weekend was without prejudice to developed countrics’ 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 D). 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 4.8/4.9 together with 3.14, The current text
was not an appropriate basis for discussion for Australia that urged going back to the
compilation document where Australia’s views Were initially stated, Portugual
immediately joined Australia with a similar statement, noting in particular that COP 4
and COP 5 decisions kept the two provisions together. The US would 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 issues and conceptual draft elements of a
decision 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 already extended 1o 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 available. New
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Zealand chimed in but with 2 mild-mannered staternent (it has been the least
enthusiastic of the Umbrella Group to take on the Saudis over the 4.8 igsue).

Compliance got off with the Co-chair’s status report and en announcement that his
newest draft elements text would be available at 6 PM tonight—no extended
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 namure 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 wamed that the 94-pager was still too long and complex: “We need
simple rules for our work to 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

On the opening day of the twelfih sessions of the FCCC subsid-
iary bodies (SB-12), delegates metin a moming sespion of the
Subsidiary Body for Scientific and Technological Advice
(SBSTA) to discuse land uss, jand-use change and forestry
(LULUCF), and guidelines undér Pratacal Articles S (methed-
ological issues), 7 (communicerion of information) and 8 (review
of information). The Subsidiary Body for Implementation (SBI)
considered Annex I 2nd non-Annex I communications, the finan-
cial mechanism, and administrative and financial matters, In the
afternoon, a jaint SBI/SBSTA session addressed issues relatingto
adverse effects, compliance and the mechaniame. Contact groups
were convened to continue consideraton of LULUCF, adverse
effects, Protocol Articles 5, 7 and 8, and the mechanisms.

SBSTA . .

LULUCF: [PCC Chair Robert Watson outlined the key issues
in the IPCC Special Report on LULUCF, Co-Chair Gwage noted
the capacity building function of the pre-sessional informal meet-
ings with regard to the LULUCF Special Report and progreas on
the data format for submisgions due on 1 August

Several delagates called for sufficient time to consider the

ial Report. The G=77/CHINA expressed concemn that the

* in Annex ] countries wauld create an entitiement ta emit,
and called for appropriate carbon accounting approaches.
COLOMBIA, opposed by SAMOA, supparted squal treatment of
forestry in the CDM. Thc AFRICA GROUP undorscored links
between land degradation and sequestration.

AUSTRALIA and CANADA suggested dealing wath Article
3.3 (afforestation, reforestation and deforestation) and 3.4 (addi-
tional activities) as a package. SWITZERLAND preferred priori-
tizing Article 3.3, while the EU suressed emissions reduction as the
main cmphasis when considering Article 3 4.

GOQD PRACTICE GUIDANCE AND UNCERTAINTY
MANAGEMENT IN NATIONAL GREENHQUSE GAS
INVENTORIES: Taks Hiraishi, IPCC, sald the IPCC repart on
this topic was a significant addidonal instrumentin improving
netional inventory estimates, The EU urged adoption at COP-6 of
good practice guidance s part of inventory reporting, GHANA
called for regional workshaeps to enhanca developing country
understending of the IPCC repart. )

ARTICLES S, 7 & 8: Co-Chair Paciamnik reported on the pre-
sessional informal tneeting and its cutcomes. The US and JAPAN
recammended adoption of guidalines for national systems at COP-
6. The EU 32id some mafters under Articles 5, 7 and & can only be
completed after COP-6, as decisjons made on otherissuca need 1o
be taken into consideration. The G-77/CHINA said work on Arti-
cles 5, 7 and 8 should take into account other Protoco] articles,

\

‘including those on demanstrable progress, the financial mechs-

nism and adverse effects. On the linkage to the mechanisms,
JAPAN proposed that any Party should be able t9 use the mecha-
nisms until non-complianca with Antidleg S and/or 7 is proven.

SBI .
ANNEX I COMMUNICATIONS: Delegates considered
experiences with the review of second national communications.
SWITZERLAND, with the RUSSIAN FEDERATION, underlined
the importance of training review expers, knd proposed 8 work-
shop 10 exchange informzation on the preparation of third national
communications. The EU said it expectad a decision on Protocal
Antiele 7.2 (national communications) at COP-6 and a decision on
Prorocol Article 8 (review of information) at COP-7. The US and
CANADA suggested pastponing consideration of the review of
guidelines on national communieations unti] SB-14,
‘NON-ANNEX I COMMUNICATIONS: SBI haard the first
repors of the Consultative Group of Experts (CGE), which was
established to 2ssist non-Annex 1 Parties improve their national
communications. CGE Chair José Gonzalez Miguez (Braxl) said
the CGE had atits firs: meeting agreed on & schedule of meetings
and activitics, and prepared an indicatve budget. The EU, opposed
by BRAZIL, the CENTRAL AFRICAN REPUBLIC and
KENYA, suggusted that the CGE’s findings be presented by June
2001 to contribute to the review of guidelines so as 1o adopt at
COP-7 improved guidelines for the second national communica-
tians. The US urged the CGE to provida gpecific advice on the

"guidelines and reporton itat SB-14,

FINANCLAL MECHANISM: Several Parties highlighted the
imponance of the GEF's support for the preparation of non-Annex
I national communications and exprassed appreciadon for the GEF
Capacity Developrment Initiative (CDI). CANADA supported the
comprehensive approach in assessing capacity development needs.
The BU said the CD] should provide the basis for 2 framewark on
capacity building, along with national cammunications. The G-77/
CHINA stressed the need to link the CDI to the averal] process
under decision 10/CP.5 (capacity building in develaping countries)
to avoid duplication, The IPCC outlined the GEF's proposal enti-
tled “Assessment of Impacts of, and Adaptation to, Climare
Chcangc in Multiple Regions and Sectors in Coordination with the
i deloly

ADMINISTRATIVE & FINANCIAL MATTERS: FCCC
Executive Seccetary Michael Zsmmit Cutajar presented a docy-
ment on late payment of contributions, He suggested consideration
of the option that Partes with arrears of one year or mare could be
ineligible to, infer alia; host a session of the COP/Subsidiary
Bodies; be invited to or recelve funding to anend informal meet-
ings; or be allocated membership of the Burcau of the COP or its
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diary bodies, Several Paries stressed the need for further
exploration of the aptions presented by the Executive Secretary.
Informal consultations will be held on this issue.

JOINT SBUSBSTA

SBSTA Chair Dovland (Norway) opened the meeting and
called on delegates to develop text on as many issues as possiblein
accardance with the Buenos Aires Plan of Action. The G~77/
CHINA stressed the need 10 negotiaze the issues 2t a package and
sald the outcome should be a balanced st of decisians. He called
on Annex II Parties to eommit specific financial resources for tech-
nelogy transfer and capecity building by COP-6.

ADVERSE EFFECTS: Chair Dovland reported on the recent
workshops and informal meetings on FCCC Article4.8 and 4.9 and
Protocol Article 3.14 (adverse effects). The G-77/CHINA, with
other non-Annex I Parties, advocated the adoption of twa draft
decisions: one on Articla 4.8 end 4,9 and anather on Article 3.14..
The EU, AUSTRALIA, JAPAN, US and SWITZERLAND

proferred & single decision. AUSTRALIA, with JAPAN and others, -

said the cansalidated text wes not an appropriate basis for canuct -
group discussion, and propased revisitng the campiletion of
Panies’ views. .

COMPLIANCE: Co-Chair Slade of the Joint Working Group
on Compliance (TWG) reported on the workshop 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 relavant docu-

ts, including the draft consolidated text on mechanisms. A
er of delegates said the new consolidated text formed 1 useful
or reference point from which to proceed, The G-77/CHINA
ttressed tha need to include rather then exclude views, and to deter-
mine the nature of the process and terms of reference for the contact
group on mechanisms in the lead-up to COP-6.

COLOMBIA said-the CDM should: ensure sufficient addition-
ality; provide for equal treatment between the three mechanisms;
recognize the unilateral medel for the formulation of prejecs; and
focus on prloritizing the sustalnablc development aspect of CDM.
ROMANIA, spealking for the Group of Eastern European coun-
tries, and supported by the US, seid JI and CDM have distinct roles
and should notbe reated in the same way. AUSTRALIA cautioned
against loading JT and CDM with transaction costs.
supported inclusion of doks within the CDM.

CONTACT GROUPS .

LULUCTF: Delegates considered the Co-Chairs’ note on draft
conclusions for SBSTA-12 relating to criteria and guiding princi-
ples for identification and selection of additional activities under
Article 3.4. The PU called for inclusion of further criteria and a-
guiding principle emphasizing emissions reduction. AUSTRALLA
disagreed, stressing the impartance of nat baing prescriptive, but
allowing for consideration of national circumstances. TUVALU
and the G-77/CHINA propoaed deleting refereace to sustainable
development and to multilateral environmental agreements. Some
Parties suggested referting to specific articles, but procaeded to
agzee on a general reference tathe FCCC and the Pratacol.

ADVERST EFFECTS: Co-Chair Kjellén emphasized that the
goal of the contact group was to develop a propasal for negodating
text for consideration 8t SBSTA-~13, Oa procedural issues, dels-
ates differed over whether to develop ane or two draft decisions.
DI ARABIA nnd several othier doveloping countries, opposed

USTRALIA and JAPAN, supported continuing work oa the
is of the Co-Chairs’ consolidated text SWITZERLAND said it
was pramanre to take g decision o Jong-term actions without :
further research, information and a full assessment of options, and
said this process was moving 100 fast. Several pon~Annex L Parties
expresssd concem that this pasition would maks it difficultto
move forward, and KUWAIT notcd that this could resultin the

¢

whole package of issues being blocked. NIGERIA said there was
sufficient jafarmation to take action, in spite of gaps. Ca-Chair
Kjellén said the group should continue discussions to mave
forward based on the consolldated text.

MECHANISMS: Chair Chow intraduced the draft consoli-
dated text on mechanisms, SAUDI ARABIA requested adjourn-
ment of the meeting, noting the obstructive position of certgin
Annex I Parties in the contact group on adverse effects, and
recalling the agreement struck on 9 June to use the cansolidated
texts on adverss effects and on mechagisms as the basis for negoti-
ation. SWITZERLAND, supparted by SAMOA, CANADA and
JAPAN, and oppesed by BRAZIL and KUWAIT, requested
further discussion an the consolidated text. Delegates resumed
their deliberadons and recammended, Inter alia: the development
of 8 mare cancise text elaboratian of the nature and scope of the
mechanizms; development of 2 participatary and transparent
system that engages the private sector; and ¢larity on dealing with
assigned amounts within each mechanism.

ARTICLES S, 7 & 8: This contact group reached agreement
on the second draft of the Guidelines for Nutiona! Systems under
Protocol Article 5.1, The Secretariai inroduced SBSTA-12draft
Conclusions on Good Practice Guidance and Uncertainty Manage-
mentin Natonal GHG Inveatories. In considering the Chairs’ draft
Conclusions on Guidelines under Pratocol Articles S, 7 and 8, dele-
pates discussed, fnter alia, deadlines for the voluntary implementa-
Yion of the guidelines for national systems and for their passible
revision based on experience of Parties. .

TECHNOLOGY TRANSFER AND DEVELOQFMENT:
The Friends of the Chalr group exchanged views on the themes for
action emerging from the regional consultative pracess.

IN THE CORRIDORS

The spinit of caoperation generated duripg the informal meet-
ings was shaken |ate Mondey, when tensionsin negodafionsinthe’
contact group gn adverse effects spilled overinto the mechanisms
group ia what saany saw as tit-for-tat reprisals, The appareat reluc-
tance of some Annex I Parties ta discuss 2 consolidared rext based
on Parties’ proposals an adverse effacts S£a.rked aresponse in the
mechanisma group from Saudi Arabia, wha sought to bring the
meeting to an abrupt halt. Several delegates observed that the inei-
dent underlined the difficulties in moving forward on 2 “package”
given some Parties’ insistence on simulwneous progress on all
1seues, Others also noted that divisions within the G-77/China on
adverse effects were becoming more apparent by the day.

THINGS TO LOOK FOR TODAY

SBI: SBI will convene at 10;00 am in Plenary I'to consider
trangements for intergovernmental meetings and administrative
and financial matters. '

SPSTA: SBSTA will meetat 10;00 am in Plenary IIte consider
technology transfer and policies and measures.

LULUCP: The cantact group on LULUCF will mest a1 12:00
pm in the Reger Room to consider the Co-Chairs’ draft conclu-
sians. ;
COMPLIANCE: The JWG is expected to meet this aftemaon
to discuss the Co-Chalrs' taxt.

ARTICLES 5, 7& 8; This contect group will meet from 7:00
pm and is expected 1o consider a new text of draft conclusions on
Guidelines undear Protocol Articles 5, 7 and §, and the Co-Chairs’
text od Proposed Elementc of Draft Guidelines under Articla 8 of

the Kyoto Protocal. .
Meetings are subject ta change, Consult the announcement

board for details,

TOTAL P.11
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List of Recipients for Periodic Reporting
From the Twelfth Sessions of the Subsidiary Bodies

of the UN Framework Convention on Climate Change (SB12)

Organization

June 5-16, 2000
Bonn, Germany

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/Hobgood 202 647-0217
State/L/OES Sue Biniaz/Evan Bloom 202 736-7115
OES/EGC Dan Balzer et.al. 202 647-1091
State/OES Susan Gordon/H.Kanfman 202 647-3970
State/H/OES Chris Mann 202 647-9667
State/G Nigel Purvis 202 647-0753
’ Commerce Dana Palmer 202 408-9674
Commerce David H. Festa 202 482-4636
DOD Bruce Degrazia/K.Doxey 703 607-4237
DOD Dan Benton 703 693-4507
DOD Sherri Goodman 703 693-7011
DOI David Hayes 202 208-1873
DOJ Jim Rubin 202 514-4231
Energy Dan Reicher 202 586-9260
Energy David Goldwyn 202 586-0861
Energy Margot Anderson 202 586-3047
EPA Bill White 202 260-4852
EPA John Beale 202 564-1554
EPA Robert Perciaspepe 202 501-0986
Treasury Robert Cumby 202 622-2633
Treasury Todd Stern 202 622-0073
USAID David Hales/Barrett 202 216-3174
WH Ian 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 George Frampton 202 456-2710
WH/OSTP Rosina Bierbaum 202 456-6025
WH/OVP Michael Orfini 202 456-9500
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To! See Recipients’ List

From: USDEL/Boan - Mark G. Hamugi/

Subject: Periodic Update No. 11 from SB12 (supplemental reporting)

This message transmits additional reporting on events and activities during the
Twelfth Meetings of the Subsidiery Bodies to the United Nations Framework
Convention on Climate Change (SB12) that are meeting in Bonn during the June 5-16
dmeframe. This message includes the following reports by USDEL members,
principally covering events on Monday, June 12.

(A) A report on the TCAPP side event on June 12 prepared by EPA’s Paul
Schwengels; '

(B) Report on 2 meeting by the consultative group of experts on non-Annex I
communications reported by Jack Fitzgerald;

(C) A repart on the First Meeting of SBI on June 12 prepared by extraordinary
USDELer 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 meeting 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 use only and are not
intended for dissemination outside the U.S. Government.

rF.d

L4

A1

-
-



- R HLST Il =t AL

/ \ 282 647 B131 P.83-13

/

Technology Cooperation Agreements Pilot Project (TCAPP) Side Event — 6/12/00
Notes by: Paul Schwengels

The TCAPP side event was organized at SBSTA 12 to provide some status and concrete results
for consideratiop by negotiators working on & technology transfer decision for COP 6. The
TCAPP program has 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 technology transfer activities under the Convention. The session
included an overview of the program by Paul Stolpman of EPA, a brief discussion of -
involvement of private business by Lisa Jacobson of the Business Council for Sustainable Energy
(BCSE), and a presentation of the TCAPP program in Mexico by Ubaldo Inclan of CONAE (the
National Boergy Efficiency Program of Mexico). This was followed by a Panel Chaired by
former SBSTA Charman Chow Kok Kee, with short ramarks from representatives of 7 TCAPP
Country Teamns. The panel also included a representative of the regional project underway in the
Southern African Development Community (SADC). The SADC project is being carrled out by
the mult]ateral Climate Technology Initiative (CTI), with USG support, under its program called
Climate Technology Implementation Plans (CTIP), which is very similar to TCAPP. The
presentations were very constructive, 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 positive picture of the narure and role of this
program the prinicples embedded in it. In closing the meeting Chairman Chow made very
positive and complementary remarks about the TCAPP program, as an example, and source of
input to the technology transfer consultative process.
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Report on the Consultative Group of Experts an National Communications from Non-
Annex 1 Parties Jack Fitzgerald June 13, 2000

COP 5 initiated 8 process for reviewing the guidelines for the preparation of national
communications from developing countries with the aim of improving them by COP 7. It
also established a Consultative Group of Pxperts (CGE) to review the existing process by
which developing countries produce their naticnal communications, including the
applicable UNFCCC Guidelincs. The U.S. strongly 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 developing
countries can be an effective 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, tis
comprised of 5 experts each from Africa, Asig, 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 reparts of the regional worlishops and additional inputs
from the individual CGE experts. This offers the U.S. and other Annex 1 Parties
represented on the group (Australia, France, Gerrnany, 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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The Chair, John Ashe, opened the scssion, adopted an agenda, and provided a fraqurk of
organization for the session. Following his opening remarks, the Chair started the session with 2
discussion of the review of the second natienal communications by Annex I Panies (based on
FCCC/SBL/2000/3). Portugal, speaking for the BU, supported the propesals of the Secretariat and
urged that a resolution on review guidelines as well as & decision on Aricle 7.2 of the Protocol be
made at COP-6. Russia and Switzerland also supported the need to work quickly on publishing
guidelines for review and further urged a review of national communications by government experts.
The US, Australia, and Cavada noted that & resolution on the review of guidelines was not needed
until COP-7 and thus was not 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 national
communications from non-Annex I parties, including a discussion of the report of the first meeting of
the consultative group of experts (FCCC/SBI/2000/INF.4) and a discussion of the provision for
financial and technical support (FCCC/SBU/2000/INF.2). The US and Portugal/EU supported the
consultative group of experts and its activities and looked forward to guidelines to be submitted at the
14™ SBI. Several non-Annex I countries, including Ghana, Korea, and the Central Arab Republic,
noted the difflculty in preparing their national communjcations and wamed that it was toa early (o
begin a raview.

Next, the Chair opened discussions on financial mechanisms, including discussions of the progress
reports of the Global Environment Facility (GEF) on enabling activities (FRCCC/SBL/2000/INF.3) and
on capacity-building activities (FCCC/SB/2000/INF.4) as well as a discussion of the [PCC guidance
to the GEF. Canada, the US, and Portugal/EU all supported the capacity-building efforts of the GEF
and the importance of GEF’s Capacity Development Initiative (CDI) to aid capacity-building in nen-
Annex I countries, especially in the least developed countries. The US further noted that significant
information gaps exist that may be ﬂ)lcd with information from the nan-Annex I parties themselves,
from bilateral and multi-lateral donefs, and from the CDI. Tangzania, speaking for the G77 and China,
expressed concern that the methodologies being used will not lead to the type of capacity building that
is nceded in nan-Annex [ countries, Tanzania requested that a useful framework for capacity building
be developed that would include an independent verification procedure to ensure that non-Annex |
needs are méet. Ghana and Samoa, speaking for the Alliance of Small Island States (AOSIS), agreed
with Tanzania and further requested that capacity building efforts be country-informed and countey-

driven with efforts integrated and coordinated with the spscific naeds of each country. IPCC provided

an update on the jointly developed IPCC, UNEP, and GEF proposal for a GEF Project Development
Facility for assessing the impacts of and adaptation 1o climate change. The proposal, currently funded
at $350K and calling for §7.5 million oyer four years, will be used to develop 20 1o 50 national studies
that will be used in natjonal communications as well as in the IPCC Fourth Assessment Report.
Assuming approval at COP-6, projects will start in April, 2001.

Finaily, the Chair held discussions on Administrative and Financial matters, particularly matters
pertaining to late payment of contributions (based on FCCC/SB1/2000/2 and FCCC/SBL/2000/INF.5).
The Secretariat noted that the Convention,an Bic-Diversity has adopted rules regarding the late
payment of contributions, thus creating a precedent in this matter. Countries that intervened all
expressed cancern over late payments and noted the difficulr position this put the Secretariat in,

Portugal for the EU and Switzerland expressed concern with the proposals of paragraph 19 (preferring

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 fels that late payments
should not lead to a suspension of vating rights. preclusion of attendance at meetinge, or the inclusion
of a financial penalty or interest payments. The US specifically called into question the
appropriatencss of mandatory penalties for voluntary conuributions and requested that a swdy of other
more appropriate approaches be undertaken. However, Australia did note that same proposals in
paragraph 15 might be appropriate, including for example ineligibility of delinquent countries for
funding or for hosdng inter-sessional maetings. The UN and Russia noted the economic difficulries
some narions have in meeting their contribution commitments and noted the need for a differentiated
approach in haadling delinquent countries. Ar this point the Chair closed the first meeting.

2082 64'¢ vwiJL F.UD- LS
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NOTES: 6/12 Mechanisms Joint Contact Group

The Joint Contact Group (JCG) began with a Chair's explanstion of the new text that
was shortly interrupted by Saudi Arabia to insist that this discussion could not go on
since the 4.8/9, 3,14 text had been rejected. Swiss, Samoa, and Canada indicated the
discussion should continue. Saud insisted on a quick consultation with support from
Kuwait and Brazil told Chow that he probably should consult now rather than Jeave
the procedural issue hanging over his head.

After 4 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 countries 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 said interim CDM/Executive
Board are not consistent with the Protocol. Brazil suggested a way to conceptually
discuss the mechanisms by starting with three blank sheets and trying to write what a
resulting certificate would need to say.

After that brief exchange, the Chair indicated that we would resume Wednesday at
Spm with a detailed discussion of the full text starting with decisions, then Annexes,
then Appendices, After detailéd sessions and submissions of succinct legal text, tha
Chair will revise the text.

Jmacedonia 6/13/00

F.ubs Ly
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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
Practices™ were delayed until the subgsequent session Tuesday morning at 1000 hrs,

The Chair announced that the total number of countries that have approved or accented to the
“Kyoto Protocol” was now 184 with the addition of 4 more since of the last meeting, The chair
also announced the number of countries that have ratified the Protocol is now 22, with 5 new
ratifiers. The Chair propesed, and it was so approved that 1 IGO and 22 NGOs be accredited,
The chair further announced that on Wednesday, June 14, 2000 the Bureau of the Conference of
the Parties (COP-6) would meet to discuss among other issues, the feedback from the parties
regarding the success of the informal weck prior to the SBSTA.

LAND US USE CHANGE AND FORESTRY

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 limited summation 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 cmissions and sinks. The spesker, Mr. Wolf Kelman (sp), emphasized the use of
standardized definitions and that the FAO World Food Summit bad set the goal of cutting in half
the number of people starving in the world by 2006,

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 a need for capacity building for the developing countries to fully appreciate and
understand the IPCC SR, and
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 chair then called upon the Co-Chair of the informal meetings, Mr. Phillip Gwage of Uganda,

The SBSTA Chair recognized the good discussion, the establishment of the Data Tables group
for the Annex 1 Countries August 1, 2000 national data submission for synthesis, and announced
the formation of a LULUCP Contact Group that would mect at 1500 hrs today. The Chair then
opened the floor to interventions. There were 21 interventions. A table comparing the summaeary
of these interventions is at Annex A.

The Chair then closed out the discussion of LULUCF by directing the formation of the Contact

Group. He gave the group the charter of developing draft “Conclusions” including a framewark
(elements) of a draft decision.

. Lt Col Petars, ODUSD(BS)EQ Page I of 2
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GOOD PRACTICES _
The chair then introduced the topic of “Good Practice Guidance in Uncertainty Management in
the Preparation of Nationa! Greenhouse Gas (GHG) Inventories” (Good Practices). The chair
welcomed a review of the IPCC SR on Good Practices. He noted for all that this SR did not
include for LULUCF. In intervention there was general support and recommendation that this
SR be socepted for use by the parties at COP-6. New Zealand requested the chair direct the
IPCC revise the Good Practices report to include LULUCF. Ghena 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 S 7. & 8

The chair closed discussions on the Good Practices SR, and moved to the third agenda item; 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 JIPCC 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 Articles 7& 8. The chair directed that their would be formed a
contact group on Art 5, 7, & 8 that would be co-chaired by Ms Helen Plume of New Zealand and
Mr, Newton Paciomik of Brazil, That contact group would meet at 1700 hrs to 2200 hrs tonight.
The SBSTA Cheir then opened the floor to interventions.

Portugal on behalf of the EU, stated that they like the text of Article 5.1, and requested that it be
approved, and that at COP-6 they shpuld be able to agree to the text for Article 5.2, They said
that under article 7 the EU believes that COP-6 should agree on requirements for reporting
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 that a complete set
of guidelines for the review process 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, end stated that early implementation was essential so
that they can be issued well ahead of 2008. Chins, 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 devcloping 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, recommending adoption of Article
5.1 as written, And welcomed the formation of the contact group to continue discussing the
remainder of Articles 5, 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 until proven to be out of compliance. As 1300kr approached, the chair
directed the contact group for Articles S, 7, & 8, was to continue to deliberate at 1900 hrs.

At 1300hrs, the Chair delayed further action on the agenda and adjourned the proceedings.

Lt Col Peters, ODUSD(ES)EQ Pepgc 2 0f2



ANNEX A. SUMMATION OF THE LAND USE, LAND

USE CHANGE, AND FORESTY (LULUCF) INTERVENTION

THE SUBSIDIARY BODY FOR SCIENTIFIC AND TECHNICAL ANALYSIS (SBSTA) 12 ON DAY |, SESSION }

JUNE 12, 2000
Country-.. ”-| Accountingy .- | Process - - .—.] Balance Commitment | Dcfinitions Hurnan Non-C0O2 Permanence | SBSTA
1o D S T PR Ao R Induced
Brazil Agains! full Resist going to fast | Resist license to Apgree b
(G17&China) | carbon emil wotk on Aug
sccounting 1 Submission
Portugal (BU) | Credible Info of reportis Balanced Agree 1o Human Permancace
sccounting difficult, need more | treatment of wark on Aug Induced Only is very
systeais; time increascs and 1 Submission important
veriliable & decreascs in
measnyable carbon stocks
Switzerland Data forrals Need guidelines for | Needs to inclade 3.3 is higher
are inrportant Aug | submission | consensus for priority then
biodiversity - | 34
Australia Sinks are sota Sinks compliment | Go Forward- Human
loop hole!? emission IPCC SR [nduced only
reductions Good start
Japan 33 & 3A4need | Need guidelines to F&ARD
sirople build Avg 1 Dehniticas
comparable submission are necedad
data
New Zealand Agreed o SBSTA
guidelines Omitted
Agends for
2000/3
Afiican Group | Link 3.3.&3.4 | Noed Capacity Partof G77 Need more | Link to Translate -
& link w/CDM | Building Lo Resist License to | time desertification LULUCF Doc
understand report; | emit inlo all
nced more time languages _
Canada Link 3.). &34 | Poland conf & IPCC SR How and Must meet in
guidelines for 1 good when sink are Polaad
Avg submission to be included
China (G-77 & | Sinks Partof G77 IPCC SR ARD Full
China) uncertainty Resist License 0 | Good Definitians participation
means high emit are nceded of developing
risk; countrics
complicated
aceouanling
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THE SUBSIDIARY BODY FOR SCIENTIFIC AND TECHNICAL ANALYSIS (SBSTA) 12 ON DAY {, SESSION 1|

ANNEX A. SUMMATION OF THE LAND USE, LAND USE CHANGE, AND FORESTY (LULUCP) INTERVENTIONS‘

JUNB 12, 2000
Country . -zf?Accounting * [ Process ~ "¥ .. | Balance ‘% -- | Commitmeat | Definiions | Humsn Noa-C02 Permagence | SBSTA
G RS T I PN EEE S A D Indiced - SN P :
USA Data formats Need guidetines to | Art 3.3 doesn’t PCCSR Stebilize Outline for
are important build Aug 1 count vast amoun! | Goad; solid GHG atsafe | Aug1
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Joint SUBSTA/SUBIM Meeting

12 June 2000
Jack Schick

Nigeria launched a vigorous assault on unified Annex I opposition to the Co-chairs’
so-called consolidated text an 4.8/4.9/3.14 that quickly tock over the opening formel
meeting of this session. Mohammed Barkindo, 83 G 77 Chair, laid out the Group's
criteria for success at COP 6 that it is more impaortant “to get it right than to get 1t
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 conerete actions on 4.8/4.9/3.14” and said it is important for everybedy to
understand that at the outset.” He rejected enhanced roles for developing countries
beyond the 1995 Berlin Mandate that excluded them 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 to “specific funding amounts” on & 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 Arabla 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 African
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, China and India made relatively pro-forma
supporting statemnents but did nét go beyond that—in India's case, a one sentence
nod. 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 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 4.8/4.8 of the FCCC
and on 3.14 of the Kyato Protocol (double jeopardy for Annex I). Moreover, they
indicated they would have another psper--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 4.8/4.9 together with 3.14. The current text
was not an appropriate basis for discussion for Australia that urged going back to the
compilation document where Australia’s views were initially stated. Portugual
immediately joined Australia with 8 similar statement, noting in partioular that COP 4

~and COP 5 decisions kept the two provisions together. The US would not agrec to
modify the Buenos Aires Plan of Action that associated the two, arguing that the way
forward was a further discussion of the issues and conceptual draft elements of a
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 loast 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 a mild-mannered statement (it has been the least
enthusiastic of the Umbrclla Group to take on the Saudis over the 4.8 issue).

Compliance got off with the Co-chair’s status report end an announcement that his
newest draft elements text would be gvailable at 6 PM tonight—no extended
discussion ensued as the Joint Meeting was running out of time. However, Cheirman
Chow of the Mechanisms Contact Group, while congratulated all round for his efforts,
drew a complaint from India that Chow’s 94-pager had |eft 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 34-pager was still too long and complex: “We need
simple rules for our work to 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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14 June 2000
To: Sec Recipients’ List _—
From: USDEL/Bonz - Mark G. Hambleg®
Subject: Periodic Update No. 12 from SB12 (Tuesday/Wednesday, June 13-14)

This message transeits en unofficial and informal report on events and
activities during the Twelfth Meetings of the Subsidiary Bodies 1o the United Nations
Framework Convention on Climste Change (SB12) that are meeting in Bonn during
the June S-16 timeframe. This message covers activities from the aftemoon of
Tuesday, June 13 to mid-day on Wednesday, June 14.

Also included is a report on the June 13 JUSCANZ meeting that included s
report by Yvo de Boer from the incoming COP Presidency, prepared by State’s Jack
Shick, along with the June 14 edition of the NGO-produced Earth Negotiations
Bulletin that provides information on Tuesday’s proceedings. This report should also
be read in conjunction with Update No. 13 that contains additional supplcmental
reporting prepared by various U§DEL members, primarily related to the June 12

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

SB12 Periodic Update No. 12: G-77 Pressing for Advantage on its Basket of
Issues; Progress Slow on Our lssues as Delegates Ponder the End Game

Atmospherics and Goneral Comment

While Annex 1 continues to meet in small contact groups on mechanisms and
elsewhere both to sort out technical details (where possible) and to try to coordinate
action in various fields, the G-77 has come slive and, in a quite coordinated fashion, is
dominating the play or trying to force early decisions, A “we versus them” paradigm
still dominates in the Article 4,8/4.9 discussions. We arc trying to mute this through
intensive side-bar discussions and representational events. Nonetheless, it is with
difficulty that we are striving to bring our positive position on adaptation back into the
forefront.

In compliance, the Saudis tried to prevent the discussions from going forward
(they failed), while a different tactic was used in the Articles 5/7/&8 discussions.
Here, the Saudis insisted that all of the details of Article 8’s review provisions must
be finalized by COP-6. (Annex I belicves this not to be necessary). Moreover, the
Saudi delegate told the Brazilian chair that he needs more time to consider the
outcome decided on Article 5.1 (n4ﬁ0n31 guidelines). When asked to specify areas of
‘ concemn, the delcgate could not do so.

In capacity building, Chairman Ashc is playing sordid textual games once
again and advised us that he wants 10 wrap up this issue by SBI-13 in Scptember in
Lyon. Meanwhile, in sinks, many developing countries are insisting that they need
more time to consider the implications of the IPCC Special Report.

In short, the G-77 continues on something of 2 roll. Mcchanisms resumes
discussion this cvening (June 14), and there will be another session on Article 4.8/4.8.
It is hard to see much additional progress coming in either area at this meeting. In
fact, mechanisms could get bogged down on a discussion of nature, scope, and
principles or be overwhelmed with additional G-77 inputs, if Chairman Chow does
not continue to keep his wits about him. Many delegates are now beginning to ponder
what the end game this week will look like. Some do not like what they see, End
Atmospherics and General Comment.

Latin Lunch

We had a very friendly lunch with members of GRILI - the like-minded group
of Central and Latin American countrics — on June 13. The principal topics discyssed
wers Arficle 4.8/4.9 and sinks. Little interest was expressed about the former topic
with only one question being asked (by Fernando Tudella of Mexico who wanted to
lnow what we specifically did not like about the text proposed by co-chairs Salamat
and Kjellen). On sinks, wehad a lively 90 minute discussion, launched adroitly by
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DOR’s Bill Breed. Delegates from Colombia, Ecuader, Honduras, Panama, Costa
Rica, Argentina, Mexico, Chile, Uruguay, and Nicaragua attended. Barbara De Rosa
‘ Joynt has drafted a report that will be sent separately to the Department.

C.S.-Russian Bilateral

On Monday afternoon (June 13), USDEL also held a two-hour long meeting
with members of the Russian delegation headed by climate change veteran, Alexander
Metalnikov. He was joined by a representative of the interagency climate task force
and a MFA representative. The reporting officer led for the U.S., ably assisted by
EPA’s David Doniger and State’s Jack Shick (other USDEL members were
unavailable due to on-going contact group activities).

Among the points raiscd were dates and agenda for the forthcoming meeting
of the U.S.-Russian (Sandalow-Bedritsky) Climate Plauning Group. Metalnikov
mdicated that he would confirm our suggested dates (after August 1 submission) and
suggestions for an agenda. He wil] get back to us through out EST officer in Moscow
(Evelyn Wheeler). Doniger gave an impressive outline of our ideas for a type of
green fund; Metalnikov, who has been resistant about such ideas in the past, indicated
interest in the concept and asked that this matter be put on the agenda for the CPQG.
Similarly, despite Russia’s keen interest in joint implementation, they took note of the
advantages that might accrue to Russia under emissions trading.

Metalnikov discussed briefly European efforts to lure the Federation away
from theh umbrella group. He also told us about efforts to ercourage Russia to ratify
without the U.S. — an idca whict; he personally thinks would not be in Russia’s beter

interests.

‘ Difficulties with some of our approaches on compliance and Articles 5/7/&8
were noted, as was Russian uncertainty on sinks. It was agreed that we will send the
Russians some information on trading and rclated issues. We also promised to
endeavor to send some technical experts to Moscow one or two days before the
forthcoming CPG. A complete report on this meeting will be provided by State’s
Jack Schick.

Africa Lunch

We hosted seven African delcgates to lunch on June 14. The included
representatives from South Africa, Nigeria, Senegal, Egypt, Burkino Fasso (the chair
of the African group), Uganda, and the Central African Republic. Aside from the
reporting officer, State’s Susan Wickwire and USAID’s Ko Barrett provided support
and expertise on two of the areas discussed — the mechanisms (especially the CDM)

_ and capacity building, Reporting officer led with an explanation of our stand on
Article 4.8/4.9.

In response, Burkino Faso and Nigeria both expressed appreciation for our
explanation. They noted the importance of adaptation, technology transfer and
capacity building as being key issues for Africa. These must be treated on an equal
footing, they said, On sinks in the CDM, South Africa — speaking for the group —
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indicated that Africa is still mulling over its position. It wants time to digest the [PCC
Special Report on this topic.

‘ The Africans discussed plans for 2 few workshops between now and COP-6
dealing with this and other issues, some of which are being supported by the USG
(and by USAID in particular). Both Ms. Barrett and Ms. Wickwire acquitted
themselves with passionate eloquence on their respective specialities —~ capacity
building/adapation and the mechanisms,

Meetings with the Dutch

As reported in the Junc 13 telcon, reporting officer spent one hour with Yvo
De Boer that afternoon discussing various process related issues. On June 14,
reporting officer and State’s, Climate Change Coordinator, Dan Bodansky, met with
incomning COP-6 President, Minister Plonk, Yvo De Boer and other key staff
members, Plonk outlined his views on a few key issues and made some
recommendations that will be forwarded to the Depearument in another channel.

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,

Convention Articles 4.8/4.9 (affects of climate change and impacts of responsc
measures) and Protocol Articles 2.3 and 3.14: The discussions on this topic, the
second one since the issue of thejcontroversial and highly biased document by the co-
chairs over the weekend, was quite brutal, but as Co-Chair Salamat indicated

‘ afterwards, “at least a discussion took place.”

Annex 1 Parties (Annex I minus the economies in transition) met and coordinated
their positions prior to this session. They noted that the current text is “not
legitimate™ but that they wanted to engage on the substance. Zimbabwe helpfully
(sic) then started to negotiate the text, changing “would” to “shall” and related
nonsense, '

Salamat eventually led the discussion towards response measures, apparently fearing
that this part of the 4.8/4.9 puzzle would not be addressed if he did not do so.

(Comment: We are concerned about the next draft text that we anticipate the co-
chairs will release. Reporting officer told Salamat at a dinner on June 13 that we need
to receive a document of elements for a draft decision that truly reflects the proposals
and contributions of al] Parties; otherwise, it would be better not to issue any text at

“all. At the same dinner, Kjellen told ug that “we have 1o sensitive to his position,
toe.” End Comment.

Technology Transfer; This {ssue was discussed in SBSTA and is detailed in Linda
Moody’s extensive report that appears in Update 13. Suffice it to note that some ten
themes for decision were discussed, but in the end a more workable five were decided
upon. Therc was somewhat of a brouhaha over Australia’s insistence on using the
‘CDM and technology transfer” as a theme. Mechanisms Chair Chow Kok Kee is
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very concerned at the possible opening that a theme of this nature could give to Saudi
Arabia’s disruptive tendencles. Chair Dovland again avoided creating a formal
contact group during the remaining three days of this session, although he promised to
have onc available by Lyon, He will natne his prospective nominees by the week’s
end. '

Kyoto Mechanisms: All will be quiet until this afternoon’s mecting (June 14).
Various contact groups on both JI and the CDM have been meeting between and
among the EU and the umbrella group. We also held bilats with both India’s V.J.
Sharma and with Chairman Chow.

Compliance: Discussion of the new co-chairs’ text was begun at the June 14
meeting, despite an effort by Saudi Arabia to abort the discussion. For the first time,
the Russian Federation is participating (although, being new, not in an especizlly
helpful manner). Saudi Arabia did tell co-chair Slade that he agreed the text provides
a good basis for discussion. Another meeting is scheduled for June 14.

Policies and Measures (PAMSs): This issue was discussed in the SBSTA plenary on
June 13. The BU has changed the terminology for its proposed “international
indicators”. The new term of choice is “comparable quantifers” As anticipated, the
Chair appointed Switzerland to conduct consultations on a proposed decision
recommendation. A second workshop is one of the possibilities being considered.

Articles 5/7/&8 (on methodologies, reporting and review): Progress continues, but
the Saudis are trying to thwart the process. They have called for a delay in presenting
the decision on Article 5.1 on nationg! systemns to the SBIL. They are also insisting that

‘ every aspect of Article 8 on review be completed before any decision on these issues
is taken at COP-6. Annex I Parties and others do not believe this is necessary (a view
undoubtedly shared by the Saudis who are merely acting obstructionist).

Land Use and Land Use Change and Forestry (LULUCF): The contact group is
working off of a streamlined text that includes, intcr alia, the formats for the Aungust 1
submissions., There has been some discussion, as well, about criteria and guidelines.
Whether or not to hold additional workshops on sinks (and especially its relationship
to capacity building) between September and November remeins an important point
of debate, as well (as was emphasized to us by our African luncheon guests on June
14). African and other delcgations continue to indicate their need for “more time™ to
digest the results of the IPCC Special Report.

Capacity Building: The situation is a wee bit confused. The group met on June 13
and began discussing a draft framework for a decision on the economies in transition,
Chair Ashe then introduced a new text on this topic, perplexing Annex I delegates.
Carrying much of the Annex I water on this was USAID’s Ko Barrert. Along with
our other Annex I partners, we insisted on talking about general principles to avoid
being further bamboozled by Chairman Ashe,

Cross-Cutting Issues: No change from earlier reporting,
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‘ JUSCANZ, 13 June 2000
Jack Schick

The Norwegian chair was concerned to know the group’s views on where 1o go from here
after the Saudi-Nigerian disruption of the day before. The US led off by expressing
disappointment that there was a fight that need not have heppened had the Swedish and
Iranian co-chairs of 4.8/4.9 not issued last Saturday a text so skewed toward the G 77.
The Annex I countries will continue to comment conceptually but not treat the text as a
negotiating document. It is important to keep the Mechanisms text as our priority but to
look for a more cooperative environment in the 4.8/4.9 Contact Group. Australia agreed
that we had 2l] come to Bonn to discuss 4.8/4.9 but not to take decisions here. New
Zealand reported that the UK would be making an intervention to that seme effect,

Turning 1o the Mechanisms debate, Korea expressed concern that Chow’s text seemed to
have a restricted version of the CDM. He sew litle possibility of a private sector role in
the CDM with this text. Canada agreed, saying that it has industry representatives on its
delegation whose reaction was similar to Korea’s—we cannot use it, it has too many
rules, 100 many barriers and so lacks incentive for the business community to participste,
Norway was uncertain what Chow is looking for at this point—written comments from
the Umbrella Group? However, Switzerland took a different tack, suggesting that the
new text improved on the last version. The JI provision is overloaded too but how could
it be otherwise when we were not looking for any rules there? But he commended Chow
for being on the right path of “creeping acceptance,” New Zcaland considered the
current draft 2 far cry from a negoliating text. Wellington is looking for the Pecific
Islands to use CDM but their small administrations simply do not have the capacity to
‘ deal with an overly-structured CDM.

On the new compliance text, Australia volunteered that the co-chairs had donc a good job
and looked forward to working through it today. The US was pleased with the progress
in the Capacity Building Contact Group; the elements papers on EITs and on developing
countries were useful. Canada agreed but was concerned that the EITs themselves are
not well-organized. He also noted that the EU was not organized either on this issue,

Cenada turned to the SUBIM meeting at mid-moming. The COP 6 agenda would be
discussed: Pronk would be elected on the first day, but the Bureau would not change over
until the second week, SUBIM Chair John Ashe of Antigua/Barbuda is looking for an
unprecedented third term. The 4.2.a & b review of commitments is proposed to be
dropped, which will make it harder to come back to later when we need it. The
Secretariat now has 136 people in response to an increased work load requested by the
COP and is now looking for more space. The German Government will make the
refurbished former Bundestag building available but not until 2005 and refuses to
subsidize more ternporary space.

Enter Pronk’s Emissary
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' At the end of the meeting, Norway invited Ivo DeBeer, Dutch Environment Minister
Pronk’s point man on COP 6, to discuss The Netherlands proposals for the Warsaw
Ministerial agenda on 29 June (Poland will chair but Pronk is providing the firepower).

He suggested taking the reports on the status of work from the SUBSTA and SUBIM
cheirs the night before in order to devote the next day entirely to substance, He flosted
the idea of ministers going into breal out groups for the discussions on the 25" to achieve
sorne depth of discussion. He proposed four agenda itemns to which he was looking for
TUSCANZ reactions: supplementarity “on which there has been no real discussion to
date;” 3.14 because “cven though we want it to go away, it is on the COP 6 agenda, and
we need a rational way to dcal with this issue;” how to move the CDM forward with a
prompt start possibly with an intcrim Executive Board; and how and when do we begin
negotiations on the second commitment period.

Australia opposed breek out groups because it would be hard to get a sense of forward
movement. Ministers will be needed to drive, push the process forward.
Supplementarity is not a promising agenda item and daes not set the right tone.

The US observed that supplementarity is not a consensus-building item, recelling the
bitter sxchange berween Trittin and al-Saban at the last ministerial and in any event
would not be addressed until very late in the process. Similarly, he viawed a 3.14 item as
not promising either and suggested the agenda be limited to the last two suggested items.
Two break out groups would be a mistake because it would hinder networking among
ministers.

New Zealand was nonplused at ha{n’ng had no warning and was therefore without
instructions to respond but thought ministers would want to consider following up on
their previous meeting and on what has trenspired in the interim, He also suspected they
would want to advance the chances for the Kyoto Protocol’s early entry into force and
focus on emissions trading, compliance, and sinks issues.

Japan agreed that ministers need to address the issues important for moving the process
forwerd or, in the worst case, thoso that could lead to failure of COP 6—"It may be
useful to think the unthinkable” the better to defuse the landmines that could dash our
hopes. He thought that supplementarity would be a difficult issuc and could be
“managed at S AM on 25 November. This one won’t blow up in our face,”

Canada suggested that COP 6 will not be the end of the road so that the fourth item—
negotiations on the second commitment period—could wait. “Itisnota ratification
jssue.” Switzerland did not object to a short discussion of supplementarity; he considered
break groups as problematic,

DeBoer defended his list by citing them all as tripwires for landmines that will necd
ministers’ attention. In addition, he proposed to address the “disconnect” between

ministers and the working level by hosting a two-day meeting in October at the officials
level before the ministerial that montb.

£C/83°d 1618 LF9 COC 293,530 11:60 BBC-ST-HNI



14.JuN.2BB® 17:12

. Earth
| ’:? o o ®
| Y

PUBLIC AFFRIRS

Nego
A Reporting Service for Environment and Development Negoliations
Online at http://www.iisd.ca/climate/sb12/

NO.Z211 P.1B-11

tiations Bulletin

Vol. 12 No. 134  Published by the Infemational Instiuts for Sustainatie Development (IISD)  Wednosday, 14 Juns 2000

HIGHLIGHTS FROM FCCC SB-12
TUESDAY, 13 JUNE 2000

The Subsidiary Body for Scientific and Technological Advice
(SBSTA) convened in raoming and afternoon sessions 1o consider
the development and mransfer of technologics, cooperation with
rolevant intsmational organizations, policics and measures and
methodological issues. The Subsidiary Body for Implementation
(SBI) addressed arrangements for inpergovernmental meenngs and
edministrative and financial matters. The Joint Working Group on
Compliance (TWG) discussed the Co-Chairs’ text. Contact groups
met 10 cangider; adminisrative and financisl matters; land use,
|and-use changs and forastry (LULUCF); adverse effects; capacity
building in countries with economnics in Tansition; and guldelinas
under Protocol Articles 5 (methodological issues). 7 (communica-
ton of information) and 8 (review of information). The Friends of
the Chair group on the technology ransfer consultative process
also corivened, \ |

SBSTA :

TECHENOLOGY TRANSFER: Bert Metz, [IFCC, outlined
key conclusions of the [PCC Special Repart an Technology .
Transfer. Chair Doviend said the Friends of the Chair groyp had

n to idemtify priority areas for a COP-6 decision. l‘]
eral delegates underscored the importance of capacity
g for tochnology transfer. The EU and JAPAN stressed co-
stion of existing sources of funding. The EU, JAPAN,

AUSTRALIA and CANADA underlined the COM’s rele ln
advancing technology transfer to developing courmies, CHINA,
supportcd by scveral delegates, opposed any suggestion thatths
CDM could replace technology transfer under the FCCC. MAURI-
TIUS suggested using specialized and professional bodies to
monitor technology transfer projects.

Sicveral developing countries supported the G-77/CHINA’s
call for the formation of a contact group at this session, whilo the
US, AUSTRALIA, SWITZERLAND and CANADA preferred
forming it at SB-13. The US, MALAYSIA and AND
said the Special Report could provide guidance in comtinuing the
work oo implementing FCCC Article 4.5 (technology transfer).

On other matters, John Houghton, IPCC, presented 2 paper on
the applicability of regional climato models gt the scale of small
island swtes, highlighting that despite progress in regional
modeling, much umcertainty rexaains.

COOPERATION WITH INTERNATIONAL ORGANI-
ZATIONS: Delegezes heard repors from the FCCC Sectctariat,
[PCC, Global Climste Observing Systan (GCOS), WHO, the
Ram sar Convention an Wetlands sad UNDP. SWITZERLAND
invited governments 1o contribute to funding the IPCC. A number

of delagates underlined the capacity building aapests of the GCOS
regi onal workshops, and the need to maintaino the political indepen-
dance of the IPCC. .

“BEST PRACTICE” IN POLICIES AND MEASURES:
Delegates emphasized the importance of policies and measures
(P&Ms) in ensuring implemenution of Protocol commitments,
and supported proposals for future workshops. The EU highlighted
the importance of, infer alia, considering different national and
sectoral circumstances whea evaluating P&Ms, and quantifying
the effectiveness of Annex I Partics’ domestic action. SWITZER-
L.AND, opposcd by the G-77/CHINA, proposed that a contact
group b cstablished using the Chair’s consolidated text 85 a basis
for discussion.

METHODS AND TOOLS TO EVALUATE IMPACTS
AND ADAPTATION: The PHILIPPINES and the GAMBIA
swessed focusing attention on neéw and effective adaptation tech-
nologies, The EU, and others, suggested organizing the workshop
proposed by tho Secretariat with IPCC, preferably after COP-6 and
after the completion of the work of the IPCC Third Assessment
Repart. CHINA and AOSIS called for COP-6 resolutions
supporting capacity building in developing countries.

On other methodological issucs, the Secretariat reviewed
recent meetings with the Incernagonal Civil Aviation Organization
and the Internationsl Maritime Orgsnization, on GHG cmissioas
from international transportation, noting that SBSTA-13 will
address this issue

On implementation of FCCC Article 6 (educadan, raining and
public awarcness), the Secretanat reported that ithud received only
five national submissions. The CENTRAL AFRICAN
REPUBLIC, with others, advocated that Article 6 be a separate -
SBSTA sgendaitem.

ARRANGEMENTS FOR INTERGOVERNMENTAL
MEETINGS: Many delegates thanked the French Government
forits offec to host SB-13, The SBI endorsed MOROCCO’s offer
to host COP-7 in Marrukesh. .

On COP-6, the NETHERL-ANDS called far progress on all
aspects of the Buoues Aires Plan of Actioh. Relaying amessage
from the incoming COP-6 President, he said the outcome of COP-
6 must be environmentally credible and based on common but
differentigted responsibilities. On the provisional agenda for COP-
6, the US, RUSSIAN FEDERATION and SAUDI ARABIA said
the proposed new sub-tem on P&Ms should await SBSTA's
consideration. SAUDI ARABIA urged full ransparency and

* participation &t COP-, and INDONESIA called for full participe-

tion of developing countries before and duriog COP-6.
ADMINISTRATIVE AND FINANCIAL MATTERS: On

Implementation of the Headquartars Apgrecment, FCCC Executive

Seqretary Cutajar raised several issucs with regard tointegration
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withthe host country, including work/residency status and lack of
Fice space. The G-77/CHINA cxpressed conoern aver this situa-
n;GERMANY said 1t would do its ntoost 10 improve the situa-
n MEXICO and COSTA RICA suggested 3 draft decision for
OP-6 cansideration urging GERMANY 1o strengthen caopera-
tion with the Secretariat. :

JOINT WORKING GROUP ON COMPLIANCE

Mayy delegares supported the Co-Chairs’ text ag the basis for
the JWG"s wotk. The EU, US, SWITZERLAND and SAMOA said
some elements in the Annexes might need tobe included inthe
text. On'the title, the US favored a refercnce 1o “procedures and
mechanisms related to compliance under the Kyoto Protocal,”
since there are other provisions in the Protocal dealing with
compliance. The EU preferred “e compliance system for the Kyoto
Protocol” in order to reflect a comprehensive approach {o
arddressing compliance. :

On Objective, a number of delegates supported inclusion of
“unforcing” compliance. The G-77/CHINA fevored simpler text
referring to “compliange with the Kyoto Protocol.” The RUSSIAN
FEDERATION, opposed by the US, suggested referring 1o
promoting achievement of the FCCC's ultimate objective, SAUDI
ARABIA sought a reference 1o compliance with obligations
contzined in Protoco! Articles 2 (P&Ms) and 3 (targess).
AUSTRALIA suggested the compliance systera focus on both
Articles 3.1 and 4.1 (joint fulEllment). The EU favored a general
reference fo the Party s “obligations under the Kyoto Protacal.” On
Principles, AUSTRALLA, the RUSSIAN FEDERATION, the US,
JAPAN and NEW ZEALAND preferred that these nat be expressly
provided ferin the text. :

CONTACT GROUPFS .

ADMINISTRATIVE AND FINANCIAL MATJERS: Chait

1ahmoud Ould el Ghaouth (Mauritania) proposed a draft “Late

ayment of Contributions: Response Options” to be wansmirted to

B-13 as an ininal draft eext. IRAN, with GERMANY, BELGIUM
sod AUSTRALIA, called for in-depth consideration of the issue.
TRAN opposed transmittiog the text to SB-13. He said the comer-
stone of the approach to late payment should be persuasion, not
punishment, and that the matter sbould be addressed in the spint of
common but differentiated responsibilities. The NETHERLANDS,
vith CANADSA. favored applyi;{ the same approach to all Parties,
including an incentive scheme. He said the principlc of common
but differentiated responsibilities applied only in assessing the
lavel of comtributian.

LULUCE: Delegates discussed draf? conclusions that, infer
glia: included the format for 1 August submissions; requested
Fartes to address how their proposed additional activities reluts to
suggested criteris and guiding principles; and invited SBSTA to
convene an additional inter-sessional meeting prior to COP-6. On
the Special Report, delegates expressed divesging views on
whether to edd a phrase on the JPCC lead authars® input during the
pre~sessional woek and on the potential to continue thig practice,
On cxitere and guidin? principles, the EU suggested reference to
the objectives, principlcs and relevant provisions of the FCCC and
Protocal. The US and AUSTRALIA opposed indusion of “rele-
vant provisions,” noting that this would imply requirements rather
than guidance. On the proposed additiona] mesting, BOLIVIA
streased the need to ensure sufficient participation of non-Annex 1
Parfies, and the G=77/CHINA called for regional workshops.
AOSIS cautioned against progressing with draft decisions during
the inter-sessional meeting/warkshop. ‘

ADVERSE FEFFECTS: Stressing that this was simply a
discussign to identify and develop further idees and key elemens
45 a basis for negotaton, Co-Chair Salamat soughs substantive

omments aa the copsalidated text.

On the 2dverse cffccts of climarc change, many dologates
cndorsed the need to improve data and informatiop gathering. and
rystematic observation and monitaring. Several Annex IParties

£C/01°'d 1678 LP9 €OC

supported an integratad and pricrity-based approach and empha-
sized the need for 2 set of gwiding principles. The UK stressed the
ficed to avoid maladapation The G-77/CHINA proposed adding,

 inter alia: the oeed for fraining in specialized fidlds; establishmont

of regional centers to facilitate a rapid response to natural disastots;

-and improved monitoring and forecasting of disease vectars. The

US and CANADA stressed the needs of least developed countries.

On impacts of response measures, BRAZIL proposed a work-~
shop o help further develop economic models. SAUDI ARABIA
said the text should refer to actions by Annex [, not Annex I
Parties. LIBYA proposed a reference to aupport for economic
diversification in devel oping countries dependent on fossil fuel
production. The US proposed text based on an iterative process,
drawing on experiences, On text relating specifically to Pratocol
Article 3.14, the UNITED ARAB EMIBRATES added reference to
compeasation, funding and insurance. ' .

CAPACITY BUILDING: The countries with economies in
transition (EITs) subminted amendments to the section on prind-
ples in the Chair's paper on capacity buildingin EITs, and aoted
that discussions on orher section were ongaing, Participants sought
the Chair’s guidance on: how the cantact group’s work would
proceed; whether discussions would proceed on the basis of the
EIT submission or the Chair's paper: and how capacity nesds
emerging from other discussions wauld bs included in the frame~
work claboratcd by the group. They discussed the submission,
including: the principle that all needs are addressed in 8 coordi-
nated munner, and the EITs’ immedlate needs.

ARTICLES 8,7 & 8: Delegates discussed the revised Chairs’
draft conolusions on Guidelines under Protocol Articles 5,7 and 8.
SAUDI ARABIA, for the G-T7/CHINA, disegreed with the dreft
conclusions that proposc forwarding guidelines for nat ongl -
systems under Article 5.1 (national systems) for consideration by
SBI-13. He requested more time for cogsideration of the guide-
lines. Several delegates undarseored the need to move forward as
planned, noting that the guidelines have been under consideration
for several months, In response to 8 request by Co-Chair Paciomik,
the G-77/CHINA agreed to discuss, consult and provide feedback.
Delegates then discuseed minor changes to the remaining conclu-
sions. The Secretariat highlighted the sgucture of a draft COP-6
decision, which would recommend the edoption of guidelines for
national systems under Article 5.1 by COP/MOP-1. -

TECHNOLOGY TRANSFER: The Friends of the Chair
group agreed op five themas far action emerging from the consulta-
tive process: technology needs and necds sssesameat, techaology
ir.formation; snabling environments; capadity building: and mech-
anisms for technology transfer. They also began idenufying the
maein areas for action under these themes.

THINGS TO LOOK FOR TODAY

SBI: SBI will convene at 11:00 am in Plenary I to consider
Annex ] and non-Annex I commuaications, and the fnancial mech-
anism. .

COMPLIANCY,: The TWG will coavene at 10:00 am and et
7:00 pm in Plepary 11 ro continue discussing the Co-Chbairs’ text

LULUCF: This contact group will meet at 12:00 pm and at
5:00 pm to consider the Co-Chairs’ draft conclusions.

ADVERSE EFFECTS: This contact group will mest at 3:00
pm in the Schumann Room to continue consideration of the Co-
Chairs’ consolidated text

ARTICLES 5, 7& B; This contact group will convene at 3:00
pm in the Reger Room and is axpected w recansider the revised
Chairs’ draft conclusicas on guidelines under Articles 5,7 and 8, &5
well as to consider Co-Chairs’ text on proposed elements of draft
guidclines under Article 8. :

MECHANISMS: This meeting will thko place in Plenary b1
from 5:00 pm to consider the Chairs’ draft consolidated text.

ERTENDS OF THE CHATIR: This will moet to discuss the
draft SBSTA conclusions on technology transfer and developraeant,
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14 June 2000

To: Sec Recipicats’ List

From: USDEL/Bonn - Mark G. Hmb@d/

Subject: Periodic Update No. 13 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
Convention on Climate Change (SB12) that are meeting in Bonn during the June 5-16
timeframe. This message includes the following reparts by USDEL members,
principally covering events on Tuesday, June 13:

(A) Areport on the SBSTA meeting on June 13 prepared by Linda Moody;

(B) Report on the June 13 SBI plonary prepared by State’s Patrick Dunn;

(C) A report on the June 13 LULUCF meeting (prepared by State’s Adele Morris?);
and

(D) Notes on the June 13 compliam!e meeting prepared by DOE’s Linda Silverman.

All of the foregoing materials should be read in confunction with our Update No.
10. As is the case with other reports, these are for intemal use only and are nét
intended for dissemination outside the U.S, Govemment.
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Development and Transfer of Technologies
(SBSTA agenda item 9)

13 June 2000

Bert Metz, Co-Chair IPCC Working Group III, introduced the IPCC “Special Report on
Methodological and Technological Issues in Technology Transfer,” recently approved by
the [IPCC Plenary. The report was prepared In response to a request from SBSTA to help
Parties implement Article 4.5 of the Convention. The IPCC Report takes a broad
approach in addressing the issues of tech transfer and assessing the literature, It looks at
the various processes that result in the development, application and diffusion of
technology — with specific foci on environmentally sound technologies and applications
for adaptation to and mitigation of climate change. It defines technology to include both
hardware as well as software, such as knowledge and practices. The report was produced
by more than 180 of the best experts in the field, coming from all relevant disciplines and
all regions of the world. It underwent two rounds of extensive review: an expertand a
combined government/expert review. The Special Report is considered the most
comprehensive and thorough assessment of the scientific and technical literature
currently available on the issue,

_ Parties considered the Chairman's Report on the “Status of the Consultative Process,”

which includes possible elements of 2 framework for effective actions to enhance
implementadon of Article 4.5; reports of regional workshops on Asia and the Pacific and
on Latin America and the Caribbean; and the submissions from four Parties on this
matter.

Guyana, speaking for the Group of 77, stated that tech transfer must be & continuous
process and is very important to enable developing countries to implement their
commitments under the Convention. They exhorted Parties to act now to show that they
are sexious about honoring their commitments under the Canvention. For tech transfer to’
be meaningful, capacity building is needed before the technology is transferred, and
proper funding, including low interest rates, was also required. Guyana stated that
adaptation and coastal technologies are considered the highest priorities for tech transfer,
and they suggested establishing a Contact Group on this topic under SBSTA. Selected
additional views of G-77 members were:

- Argentina stated the need for continued inforrnation flow, including participation
in conferences and international fora. It noted that tech transfer must be
economically feasible, so it proposed that feasibility studies be undertaken.

- Botswana, supported by China, Trinidad and Tobago, and others, commented that
CDM may be useful but that tech transfer should not just be market-driven; the
public and private sectors each have a role, and there should be links to national
and regional institutions. It noted the issue of access to capital and proposed 2
workshop an this topic. It alluded to the difficulties in discussions on Articles
4.8/4.9 and stated that in order to move forward in other areas (e.g., Mechanisms),
we needed to move forward in this area.

- China agreed with the severa] points above, but also emphasized that elements in
which concrete actions could be undertaken needed to be identified and consensus
reached. It noted that the IPCC Special Repart did not address the issue of
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mechanisms for tech transfer, which are essential for its success, and the report
lacked recommendations for Annex 1 country actions.

Trinidad and Tobago emphasized education as critical, calling far climate change
curriculum at all levels with special emphasis on development of adaptation
assessment and implementation skills.

Amang Annex ] countries:

-

Portugal, speaking for the European Union, applauded the consultative process,
regional workshops, and IPCC Report. It noted that both the consultative process
and IPCC Report indicate that there are no easy solutions. Portugal pointed to the
need to tailor tech transfer to each country, the risk aversion of commercial banks,
the importance of the private sector and role of CDM, the fact that governments
cannot do it alone, and the need for national communicatians from both Aunex I
and non-Annex I Parties as a step in improving the information flow.

The USG noted the valuable input from the regional workshops and commended
the Climate Technology Initiative (which gave Parties an update on its program)
and the Technology Cooperation Agreement Pilot Projects. It sought to mollify
developing country concerns that Annex I countries may rely solely on CDM and
the private sector by stating that tech transfer involves many actors; bilateral
assistance, multilateral institutions, private sector, NGOs, academic institutions,
ctc. It noted that adaptation technologies in particular needed to be addressed.
The USG suggested that Parties should review the information provided by the
Secrctariat, the regional workshops, and the IPCC in order to give the Chair
guidance in preparing for COP-6, and it supparted the creation of a Cantact Group
at SBSTA 13. _

Switzerland agreed with the USG that it would like to 2ssess comments on the
[PCC Report before SBSTA drafted a decision for COP-6, and it agreed to the
formation of a Contact Group.

Japan noted the importance of maintaining continuity and linkages to existing
schemes and projects, carried out by developing countries and the GEF; the need
to assess these schemes and projects in order to respond more effectively to
specific needs of developing countries; the high priority needs of the least
developed countries; importance of CDM to advance tech transfer; the suggestion
1o submit after this session of SBSTA views on & possible framework for
implementing meaningful actions.

Australia commended the consultative process and cooperative atmosphere. It
suggested the capacity building elements of tech transfer should be considered in
an integrated manner with capacity building discussions. It noted that a CDM
adaptation fund will help and that the GEF was critical for transferring hard and
soft technologies. Australia support the notion of 2 Contact Group, suggesting it
be created at SBSTA 13.

Canada was also complimentary of the consultative process and the regional
workshops. It supported the USG point that tech transfer can take many forms
and involves many actors. Canada has allocated $100 million to tech transfer,
noting that establishing an enabling environment takes anention.
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The Chair concluded that the group would cantinue to work for the rest of the week as
Friends of the Chair and that at SBSTA 13 2 Contact Group on Tech Transfer would be
created. He stated that Nigeria had been nominated as one Co-Chair of the future group
and that e would take nominations for the other Co-Chair, At the latest Friday, he
would announce the two prospective Contact Group Chairs.

Also as part of this session, the Chairman of IPCC Working Group I, Sir John Houghton,
gave a paper, “The Applicability of Regional Climate Models at the Scale of Small Island
States,” in response to the request of SBSTA-11, He stated that the IPCC Second
Assessment Report of 1996 described the use of climate models as the main tool
available for projecting climate change. The mast advanced simulate the climate over the
whole globe and couple the circulations of the atmosphere and oceans. The horizontal
resolution is limited by computer power and is typically in the range of 100-500 km,
Processes that occur on smaller scales are taken into account through algonthmic
techniques known as parametrizatians. These models provide good descriptions of
climate on global or sub-continental scales but cannot provide projections of likely
climate change on scales smaller than the horizontal resolution. Current experiments
with resolutions around 100 km are beginning to provide information on the regional
scale, but results differ widely and model development is not yet at the stage when they
can be employed with much confidence for regional or local scale projections where
climate change impacts humans. The IPCC Warking Groups I and I have set up a Task
Force on Climate Impact Assessment to facilitate cooperation between the modeling and
impacts communities. It is hoptd that in the longer-term it will be possible to make
available standard sets of regional scale climate data for impact assessments.

Cooperation with Relevant International Organizations
(SBSTA agenda item 10)

Robert Watson, Chair of the IPCC, briefed the SBSTA on developments with IPCC. He
noted that in the last two months, the IPCC has completed three special reparts: (i)
Methodological and Technological Issues in Technology Transfer; (1) Emissions
Scenarios; and (iii) Land-Use, Land-Use Change and Forestry, as well as a report on
Good Practice and Uncertainty Management in National Greenhouse Gas Inventorics.
The preparation and peer-review of the Third Assessment Report (TAR) is well
advanced, i.e., at the stage of the simultaneous expert/government review. The three
working group reports of the TAR will be approved in January 2001 for WGI, February
2001 for WGII, and March 2001 for WGII, The Synthesis Report will be adopted in

~ September 2001. Watson requested governments to: 1) support your experts to

participate in the IPCC process — some experts are finding it difficult to participate
because of a lack of financial support; 2) continue to financially support the [PCC Trust
Fund, which covers the costs of developing country experts; and 3) not to politicize the
IPCC process by using it as a pre-negotiating foram The credibility and integrity of the
IPCC rests on its political independence and its ability to maintain high scientific and
technical standards.
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Alan Thomas, Director of the Global Climate Observing System (GCOS) Secretariat,
briefed the SBSTA on: 1) developments in facilitating an intergovernmental process for
Systematic climate observations in response to COP~4 and COP-5; 2) efforts to determine
the adequacy of the observing system; and 3) developments in activities of the Integrated
Global Observing Strategy (IGOS) of which GCOS is a Partner. Canada hosted an
informal meeting an Developing an Intergovernmental Mechanism or Process for GCOS
in February 2000. The participants recognized the need for an intergovernmental process
for implementing GCOS and to make use of existing intergovernmental mechanisms. It
also urged GCOS to continue to engage the UNFCCC, encourage national coordination
of climate observations across disciplines and domains; and increase the proportion of
representatives from the governmental operational community on the GCOS Steering
Committee. GCOS has initiated development of an implementation strategy, which will
be considered by the GCOS Steering Committee in September. The strategy empasizes
the need to foster ownership by national governments in implementing GCOS by
stressing the cost effectiveness of building on existing national systems that may be
operated for other purposes, including basic research. The GCOS Secretariat has begun
to arganize regional workshops to identify the capacity building needs of developing
countries. With the support of the WMO, UNEP, USA, and Australia, the first workshop
covering the South Pacific region will be held in Samoa in August 2000. Further
warkshops are under development, including the second in Africa in the next 6-9 months.
Thomas also explained that the activities of IGOS in the areas of the global carbon cycle
and the oceans will benefit the work of the UNFCCC.

The World Health Organization reported on cooperative activities between the UNFCCC
. Secretariat and WHO Secretariat focusing on capacity building and research to decrease

the health impacts of climate change. The impact of climate change on human health has
been given increasing attention since it was first mentioned in the IPCC First Assessment
Report in 1992, The Second Assessment Report designated a whole chapter to health,
At the same time, WHO, WMO and UNEP jointly convened a Task Group to undertake
the first comprehensive assessment of the health impacts of climate change. The IPCC
Third Assessment Report, due in 2001, will acknowledge the fact that human heslth is
influenced by ‘upstream’ environmental and social conditions. Better health, with secure
and more equitable access to health services, as well as free information, will require
expanded education and training and enhancing further tech transfer.

Nick Davidson, Deputy Secretary General of the Ramsar Canvention on Wetlands,
reported on progress on issues of wetlands and climate change, Since its inception in
1971, the Ramsar Convention has matured into a highly effective, action-based
Convention that has assembled an impressive ‘toolkit” which provides practical guidance
an its implementation by governments, international organizations, and local
stakeholders. The Ramsar COP last year identified linkages with the UNFCCC as a high
priority in recognition that the goals of sustainable water and wetlands can no longer be
achieved without taking climate change and its impacts into consideration, particularly
with regard to the integrated management of river basins, development of global action
for the management of peatlands, and increasing vulnerahility of small island states. The
‘amsar Bureau presented a paper to COP-5 last November and identified three broad
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areas of comumon interest: 1) predicting and monitoring the impacts of climate change
on wetland areas; 2) the role of wetlands in adapting to, and mitigating the impacts of,
climate change; and 3) the role of wetlands in educing greenhouse gas emissions, The
question rernains how best to turn this proposed framework into tangible actions,

The U.N. Development Programme reported briefly, noting it helped build capacity in al
aspects related to climate change, It stated its willingness to help with CDM when it is

approved.

Interventions of the Parties were generally highly favorable to the activities of these
cooperative international organizations and environmental canventions. All urged greater
coordination, cooperation, and reporting at future meetings of SBSTA. Switzerland
particularly urged governments to support the IPCC process and drew attention to the
newly released WHO report, “Climate Change and Human Health: Impact and
Adaptation.” Australia, Canada, and the USG emphasized support far GCOS, its
upcoming regional workshop, and the recommendations stemming from the meeting on
an intergovernmental process for GCOS. Malaysia, China, and Indonesia all noted the
decline in observing capacity in developing countries — the issue that brought GCOS
1ssues to the attention of the UNFCCC,

Best Practices in Policies and Measures among Annex I Parties

The Chairman had developed a Jgaper on the outcome of discussions at a workshop on
‘best practices’ held in Copenhagen, Apni] 11-13. Parties were generally supportive of
the workshop,

Portugal, on behalf of the European Community, advocated the need for policies and
measures as essential for implementation of the Conventian and Kyoto Protocol.
Nonetheless, it is important to take into account different national and sectoral
circumstances when evaluating policies and measures, Further exchange of information
and experience should be carried out on an expert level, considering different sectors,
activities, branches, industrial processes, and product groups, relying on transparent data
and information. This exchange of information should include non-Annex I country
specific issues and address the conditians of sustainable development in developing
countries. The EU stresses the importance of quantifying the effectiveness of domestic
action of Annex I Parties. It suggests that the UNFCCC organize a workshop on
comparable quantifiers to assess palicies and measures in implementing the Kyoto
Protocol. The results of this initiative should lead to further strengthening future
guidelines under Article 7 and should be instrumental in demaonstrating progress by 2005.
This information should be incorporated within the 4% National Communication of the
Annex I Parties, using the appropriate quantifiers and benchmarks, It is proposed the
SBSTA 13 adopt terms of reference for this workshop and that the workshap results be
reported to COP-7, '
- Poland, Slovenia, Korea, and the Czech Republic generally supported the EU
praoposal for another workshop.
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Japan, Canada, Australia, and the USG emphasized the primacy of national
circumstances over any single ‘best practices.” Because countries are unique, there is no
universal best practice. The USG opposed using indicators to measure demonstrable
progress in 2005 in meeting Kyoto targets and spoke out in favor of relying on emission
inventories and the guidelines for the Third National Communication. The USG supports
further information sharing, which could be through the mechanism of 2 workshop, but it
cautioned against duplicating discussions in other fora.

- Canada reiterated the criticality of national circurnstances with each country
having its own challenges and opportunities. Canada gave great value to the
marketplace of ideas. It indicated a warkshop might be useful; if so, we should
work on language this week.

- Australia supported the EU suggestion for focusing on different sectars ~ which it
suggested could be the subject of next year’s workshop. Australia secanded the
USG view that inventories are key.
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Argentina stated that best practices can have both positive and negative effects.
Argentina regrets that there was only a small representation of G-77 countries at the April
workshop. The G-77 thinks this is an important subject, but we should not be unduly
hasty as it may lead to confusion. Argentina stated it didn’t think there was enough
understanding or consensus for a Contact Group. Perhaps after more analysis is
undertaken, we could have informal consultations, but not a Contact Group. Argentina
stated there is support for ougamzu;g a further workshop/discussion.

Methods and Tools to Evaluate Impacts and Adaptation

The Secretariat had prepared a progress report on methods and tools to evaluate impacts
and adaptation. It noted it had developed a data base of decision support tools, which can
be accessed on-line, and a format for inputing additional tools. The Chair did not open
the floar to general discussion of impacts and adaptation, but welcomed comments on
whether this subject should be addressed more comprehensively in the future.

The Philippines stated that impacts and adaptation are high priorities to developing
countries and that funding autharities should be made aware of this. They commended
the tool data base as highly informative and suggested that workshops on adaptation
measures would also be helpful. Impacts and adaptation should be linked to capacity
building issues and will require many resources.

Botswana, The Gambia, China, and Samoa concurred that there was insufficient
understanding in how to use the tools for assessment purposes, so workshop(s)should be
organized to assist in the use of methodologies and tools. Botswana and China noted the
need for involvement of the science community and the need for more resesrch to apply
the tools to the circumstances of specific countries. China agreed with The Philippines
that financial institutions should be support developing country work in this area.

Partugal for the EU noted it would be useful for Parties to share their experiences in
using the various tools — which could best be done in cooperstion with the IPCC, as well
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as the UNEP, UNDP, START. They suggested any workshop should not take place until
after release of the IPCC WG-II Report, sometime after February 2001, ~

The USG and Canada supported the view that the Secretariat should explore holding a
workshop in conjunction with the IPCC sometime after COP-6, They suggested the
focus of the workshop should be on adaptation and the writing of national
communications and that linkages to Articles 4.8, 4.9, and 3.14 should be considered for
a more comprehensive, integrated approach, The USG, in response 10 2 query in the
Secretariat’s paper, also stated a preference for the use of the roster of experts to evaluate
rnethods and provide more information on their applicability, rather than to conduct a
separate expert meeting for this purpose. The USG introduced the first USG assessment
report, which was released today, on the possible effects of climate change on the U.S.

Samoa concurred that the subject at hand had direct relevance to Articles 4.8/4.9.
The Chair will prepare a summary of this discussion for review by interested Parties.

Other Matters (Bunker Fuels)
(SBSTA 2genda item 8e)

The Chair swted that this item was not on the SBSTA-12 agenda, 50 Parties were
instructed to restrict comments to the IMO and ICAO reports, which were distributed.
There being no comments, the Chai closed this agenda item.

Other Matters (Education, Training, and Public Awareness)
(SBSTA agenda item 11)

The Chair stated that the GEF has provided little funding of projects in this area thus far.
Five submissions from Parties fram previous SBSTA sessions show the importance of
Article 6. There was side event at SBSTA today and another planned for COP-6 to show
national experiences, lessons learned, and best practices. The Chair proposed that the
Secretariat could prepare a paper for the SBSTA-14.

Netherlands strongly endorsed the high relevance of this Article, for without public
awareness there will never be sufficient political support. They stated that today’s event
highlighted the fact that while the impartance of the issue is recognized, it generally gets
little attention and that there was general consensus to strengthen the capacity of the
system.

Botswana for the G-77 noted that it was drafting text on this subject, which will be put on
the table tomorrow. It pointed out that there was also great interest in improving research
and systematic observations and suggested that Articles 5 and 6 should be taken together.
- Support for this position was heard from Malaysia, China, and Kenya.

The Central African Republic wondered why this jtem should be put under ‘Other
Matters.” There is great difficulty in getting across the climate change message in
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developing countries. El Salvadar, Morocco, and Malaysia concurred that Article 6
provided the backbone for the entire Convention. Malaysia further suggested that this
item be placed on the SBSTA agenda with its own name,

Argentina called for the immediate implementation of Decision CP5. It commented that
eight proposed regional education centers should be established, which could develop
methodologies, inventories, national cammunication studies, adaptation, and managed
systems. Argentina offers to host such a regional center for capacity building.

USG emphasized the importance of this item and gave more details of its own National
Assessment, which greatly contributed to public awareness in the U.S.

The Chair will prepare draft conclusions in consultation with interested Parties and will
present them to SBSTA on Thursday.

Roster of Experts
The Secretaniat bas received nominations from 38 Parties, some updates, via the new web

site. Parties are requested to provide additional nominees.

Drafied by Linda Moodia NOAA
13 June 2000 J
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SBI Plenary Session, Tuesday, June 13, 2000 10:00-12:00

The SBI Plenary Session of June 13 covered five agenda items: preparations for 8B-13 (item
2 on the draft agenda), COP-7 preparations (item 5), COP-6 preparations (item 3), the
proposed calendar of meetings (item 4), and Administrative and Financial marters, including
the Headquarters Agreement (item 11). The item on SB-13 was introduced by the Executive
Secretary, who thanked France for its offer to host the event in Lyon. Following brief
remarks from France, Nigeria expressed the thanks of the G-77 and its hope that
administrative issues, perticularly including visa arrangements for delegates, would be
handled efficiently. These remarks were echoed by the U.S, Russia, Burkina Faso (an behalf
of the African Group), and Iran. Iran also inquired if the any conflict of timing could be
expected with the UN. Millenium Assembly Summit. The Executive Secretary indicated that
meeting would take place at a very senior level, and thus would not interfere with SB-13
activities. The Chair closed the item by requesting the Secretariat conclude a host country
agreement (HCA) with France for the SB-13 conference. Introducing the item an COP-7, the
Chair noted Morocco’s invitetion to host the event. Marocco expressed its hope that the
event would promote North-South and South-South cooperation on climate change.
Interventions endorsing Morocco's affer came from Nigeria (on bebalf of the G-77), Burkina
Faso (on behalf of the Africa group), Portugal (an behalf of the EU), the U.S., 2nd Russia,

Moving to the item on COP-6, the Executive Secretary noted that an HCA has been signed
with the Netherlands, and that the provisional agenda for that event is being prepared. The
E.S. suggestad election of the President on the first day, with a ane-week transition for the
remainder of the board ta ensure continuity. The B.S. also expressed its hope to see
additional funds for participation by the LDCs in all COP events. The Netherlands called for
progress on all aspects of the BAPA, with emphasis on environmental credibility, fairness,
ecanomic efficiency, and creative political solutions. Nigeria/G-77 endorsed these criteria,
making reference to the (fairly negative) G-77 remarks in Monday’s opening plenary. The
U.S. noted that including PAMSs best practices in the agenda must await the outcome of SB
talks on this issue, and seconded the ES call for participation funds for LDCs. Burkina Faso
(Afnica group) requested that the agenda for the Ministers must contain enough substance to
merit such high-leve] participatian. Portugel/BU endorsed the draft agenda, while Japan
noted that technical issues should be dealt with before the Ministerial, rather than lef for the
Ministers’ attention. Russia endarsed the U.S. position, and called for care not to overload
delegations with voluminous documents. Saudi Arabia stressed that the participation of
Ministers is infarmal, and has “no bearing on the negotiations whatsoever,”

The agenda item on calendar of meetings was brief, with anly the U.S. noting a canflict with
the proposed 2004 dates and requesting a one-week delay. The ES undertook to examine the
matter. It is unlikely the ES will accommodate the U.S. request. The ES then introduced the
final agenda item of the sessian, Financial Arrangements and the HQ Agreement, noting its
urgent need far additional HQ office space, and calling on the German government, as host, to
remedy the situation. Germany undertoak to do its utmost to find 2 durable solution,
Remarks noting the difficulty in obtaining visas and other arrangements for UNFCCC staff
from the host country govemment were srongly endorsed by Nigeria, the U.,S,, Chile,
Mexico, Russia, Costa Rica, and Sudan, each of whom called on the host country to assist in
streamlining and improving issuance of work and residency permits and other necessary
documentation and privileges.

P.28-23
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The LULUCF contact group is working from draft text for a SBSTA 12 conclusion
that was prepared by co-chairs. The text is streamlined, with paragraphs that thank
the IPCC for the Special Report, present the formats for national data and information
on Article 3.4 activities (wWhich appear in detail in an appendix), address criteria and
guiding principles, and call for intercessional work between SBSTA 13 and COPS.

|
LULUCF  June l},ZOOO

The data formats met with few calls for revision by the mam contact group, much to
the relief of data format group participants.

On Monday and Tuesday, discussion on criteria and guiding principles on additional
activities under Article 3.4 moved quickly towards 2 limited draft paragraph, despite
the extensive list of criteria put forward by the EU last week. The new draft
conclusion would require Parties, in preparing their August 1 submissions, to address
how their proposals for additional activities relate to the objective and principles of
the UNFCCC and the Kyoto Protocol. The EU added bracketed text adding that
Parties also need to address the "commitments" of the Convention and Protocol.
Varjous Parties, including the U.S., objected to such sweeping language, which would
include requirements along with criteria. We retumn to discuss the bracketed text on
Wednesday.

Some discussion addressed h(gw SBSTA would characterize its consideration of
criteria and principles this week. Is it injtial consideration of criteria, or consideration
of initial criteria? The U.S. has proposed the later as consistent with the SBSTA 11
conclusions, but the EU may support the former as it could imply a process for further
consideration.

The Umbrella group generally supports the proposal by the EU and several African
countries for LULUCF meetings between SBSTA 13 and COP6. There are two main
ways these workshops ar informal consultations could specd progress for COP6. First
they would provide time for additional negotiation on the concrete proposals revealed
in August 1 submissions, and second they could assist capacity building in developing
countries, helping prevent delays due to limited G77 understanding of LULUCF
1ssue€s.

Toe b’ lamvar

7



JUN-15-28008 ©3:17 Uessebl ke e Jdilidi NMe&Zy &

D ‘

Compliance 6/13/00

The Joint Working Group on Compliance met on June 13 to discuss the new Chair’s text,
which came out the night before, After some initial attempts by Saudi Arabia to prevent
discussion, discussion — not negotiation ~ of the text began.

In initial camments, most countries agreed that the text was a good start for discussion.
Many Annex I countries agreed with the US view that procedures that were contained in
the Annexes should be moved o the body of the text because of their import to the
process. The U.S. also raised concerns about the bent of the text toward one branch, even
though it referred to 2 branches. Saudi Arabia and the G-77 spokesperson (South Africa)
wanted to make sure that future submissions would be allowed. Russian made it clear
that it was very disappointed in not having a Russian transiation of the text and that it
would need this before it could agree to anything. Russia actively intervened to focus the
work on incentives for fulfilling obligations rather than on punitive measures. Russia
also tried to get references to the UNFCCC included in the objective. Australia reminded
the group that the COP5 JWG decision allowed the Chair’s draft at this session to be the
basis of “negotiation™ and that it was not necessary to only “dscuss” the text.

i
?

Linda Silverman, DOE
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Capacity Building Informal Group meeting on LEITs
(Chairman Ashe-Antigua and Barbuda)-- 13 June 00

On Saturday We received new Chairman's text on capacity building on both EITs and
developing countries, and we were prepared to provide our comments on the EIT text
at the Tuesday evening session as previously agreed. While a smooth session was
anticipated, it soon became obvious that this was not to be the case.

When Parties were asked for their reactions to the chairman's text, the EITs made the
first intervention as a group. Ramania, on behalf of the group, indicated that they had
generated their own text, and although Romania first indicated thart they had not all
agread to the text, Russia stated that they would like to present it 1o the chair, and then'
did so — with no visible dissent from the group. To our knowledge, this action took

all non-EIT Parties by surprise, and no one else in the room had copies of the
document. We were then given a copy, as were the EU and Canada. A confusing
interlude ensued where none were uncertain how to treat this text, which was
essentially the chairman's text modified to the EITs liking. Thus the structure was
similar but paragraph nurnbers and pieces of text were different.

Canada intervened and provided comments an the original text which noted the
iroportance of the GEF CDI work as 2 part of this process, noting that the work won't
be completed until September, and that we still need to do some work on this matter.
Then Chairman Ashe requestéd that David Drake (by name) step outside to chat with

. him. The other GOC delegates followed, as did the GEF representatives in the room.
We learned later that Ashe admanished David for being obstructionist, and that David
argued back against Ashe pushing things so far so fast, (11/CP.5 calls for compilation
of Parties submissions at SB 12, and elements of a draft framework for capacity
building activities at SB 13.) When Canada returned the US interyened, and provided
general comments on the original text. The EU did likewise. Confusion reigned .
about which text Parties were supposed to use and ultimately a 15-minute break was
called so Parties could look at the new text, and all could receive copies. -

After the break, the US acked the Chair how he saw this matter proceeding, and Ashe
made it clear that his intention was to get text in place at SB 12 and to have this
agreed upon by SB 13 (instead of the COP, as expected). The US received little or no
support from other Umbrella countries, save a few interventions from Canada. (Japan
and Norway were in the room but silent, and the other Umbrella partners wer¢ not
present [Russia was present, but was working with the EITs]) The EU, with their
sensitivities to the potential EU membership of the EITs, was in 2 quandry, not
wishing to be obstructionist, but not wishing this to go forward either, and as 2 result,
was rather quiet. The US persisted throughout the remaining time, asking procedural
questians, and requesting clarification of points from the EITs, which the EITs
answered, and time eventually ran out. The Chair agreed to accept additional text
from Parties, due Thursday moming.

. The group meets again Wednesday for capacity building for developing countries.
Submirted by OES/EGC:Barbara De Rosa-Joynt

TOTAL P.23
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15 June 2000
To: Sce Recipients’ List
From: USDBL/Bonn — Mark G. Hambley)"/
Subject: Periodic Update No. 14 from SB12 (supplemental reporting)

This message transmits additional reporting on events and activities during the
Twelfth Mectings of the Subsidiary Bodies to the United Nations Framework
Convention on Climate Change (SB12) that are meetng in Bonn during the June 5-16
timeframe. This message includes the following reports by USDEL mermbers, plus
the Jatest edition of ECO (produced by the NGO community):

(A) A report on the June 14 compliance meeting prepared by L/OES Russell
LaMotte; -

(B) Report on recent CTI activities prepared by DOE’s Elmer Holt; and

(C) A copy of the June 14 issuec of ECO.
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6-14-2000 Joint Working Group on Compliance
Russ LaMotte

The group met for 5.5 hours today in morning and evening sessions,
completing a first read of the co-chairs’ draft text. The co-chairs made it clear that
the group was not at this stage negotiating the text, but merely ensuring that all views
had been properly reflacted. The U.S. and others emphasized that our discussions this
week would prepare the group to begin substantive negotiations at the pext meeting,
The co-chairs will work overnight to prepare a revised text based on comments, for
review tomorrow by delegations along with the draft report,

The U.S. intcrvened where necessary to seek revisions that would preserve its
preferred approach. Saudi Arabia proposed to exclude questions of non-Annex 1
Party compliance by referring those issues to the (not yet existing) Multilateral
Consultative Process, while at the sama time repeatedly suggesting to expand the
scope of the regime to include Annex 1 compliance with all of Articles 2 and 3 (not
just targets). The G-77 supported the idea of referring non-Annex 1 issues to the
MCP.

The most difficult interventions eame from Russia, which made it clear that it
opposes any form of binding compliance procedure. (In a separate UG meeting to
discuss Russia’s concems, he explained that aversion to binding consequences was
strong in Moscow, and based in part on “the very bad experiences Russian has had
with the Montreal Protocol on substances that deplete the ozone layer”. We noted
that many of the market mechanisms that could benefit Russia substantially — e.g,
trading — would depend as a practical and a negotiating matter on a sound compliance
regime. This hed little apparent impact.) Many delegations appearad frustrated with
Russia’s interventions, which they viewed as obstructionist,

Also worth noting: the G77 asked the Secretariat to set out options for
adopting the compliance regime, and explicitly referred to the Law of the Sea as a
possible model. The chair asked Parties to share their views, if they had any, with the
Secretariat.

202 bd'? Yldl F.y3/15
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US Leads CTI Event Entitled "Africa and the CT]" - On Wednesday, 14 June, the
US, as Chair of the multilateral activity known 2g the Climate Technology Inijtiative
(CTD), conducted an event with some of the other CTI countries highlighting CTT's
recent capacity building and technology activities in Africa. Principal topics were
lessons learned fram the CTI GHG mitigation technology training course for North
Africa and Southern Mediterranean Countries conducted during May in Italy and the
ongoing Cooperative Technology Implementation Plan (CTIP) with the Southern
African Development Community (SADC). The 2-hour program was principally
devoted to discussions led by country representatives who had participated in the
activities. Specifically, two Libyan delegates spoke on the training course and S of
the 14 SADC countries commented on the CTIP work and its expected outcomes.
During the discussion period, Thailand, who has been invited to participate in a CTIP
technology assessment, raised several constructive points, Both of CTI's Vice Chairs
were in attendance, Maria Dalla Costa of Italy and Koji Nakui of Japan,

¢s Intervention to TA 12 — On Tuesday, June 13, an intervention on
behalf of the Chair of the Climate Technology Initiative, Abraham Haspel of the US,
was made to the Twelfth Session of SBSTA by Mr. Koji Nakui of Japan, Vice Chair
of the CT1. The intervention focused on CTI's very active program of capacity
building and related technology transfer enhancing activities, as well as the close
cooperative relanonship with the UNFCCC Secretariat in support of such efforts as
the ongoing consultative process initiatad at COP4. This mutually beneficial
relationship with CTI was formally recognized by the Chair of SBSTA, Mr. Harald
Dovland in his remarks to the SBSTA and in several of the documents related to

. technology transfer prepared by the UNFCCC Secretariat over the last several

months,
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CLIMATE NEGOTIATIONS

Eca har been publkished by Non-Govermenial Envirormsntal Groups ar major International confsrmcer since the Stockholm Environmans
Confaranca b 1972, This issue is produced co-operatively by CAN groups attending the climate negorlations tn Bann, Jung 2000,

Indigenous Peoples and the Kyoto Protocol

Hector Huertas, Esq. and Edwin Vdsquez,
Coordinafors on Climate Change of Indig-
cnous Peoples of Meso-America and the
Amazon Basin respoctively.
For millennia, the indigenaue peoples have de-
veloped our cosmovision and inuingic relatdon-
_ship with Mother Barth. This relationship has
allowed us o develop our cultures and, to
suswinably conserve and protest the biodiversity
$0 nceesvary for the survival of the planet
Alerted to the discussions on the United
tions Framework Convontion on Climate

Change (UNFCCC), the Kyoto Pratoesl (KP)

and cspecially the Clean Davslopment Mecha- .

nism (CDM), indigenous peoples met tg dis-
cugs climate change issucs and concludad In

Switzzrland in the Declaration of Geaeva and
in Eeuador in the Decluration of Quito that
thers has not baan Indigenous Peoples” pardcl-
padonp despitc the fact that the measures
adopted effect the Indigenoua Peoples of hoth
the developing and developed coantries.
Indigencus Peoples atc very coneemed about
the process and ncgotations of the UNFRCCC
and the adoption and implcmentation of the KP
that seek 1o reduce the amizsions of GHG wmis-

sions. The prasent negotiations on the KP in-’

cluding tha elaborarion on the CDM, the lessons
from the ALY, and the roles of sinks in the XP do
not take into considerntion the passible effacrs
on the Indigenous Peoples of the world.

We wish Parties to recognize that the discus-

sians of the Contact Groops, Subsidiary Badics
Meetings and COPs of the UNFCCC and the KP
we cocurring without adequate partcipatlan of
Indigenous Peoplas. This is contrary to intema-
donal precedants such as the Druft Declacation
on the Rights of Indigenous Peoples, Coriven-
ton 169 of the ILO, the Rio ds Janeire Declan-
tion, the Convention on Biodiversity. Agenda 2/
and ipstruments of the Unlted Nations including
the Sustainuble Development Commission. the
Human Rights Commission, the Inter-Govern-
menml Panel and Forum on Forests. These dec-
larwions, agendas, conventions and Insuumsnts
establish the right o consultation and particlpa-
don of Indigenous Peoples in the drafting and
approvel of intemadonal or natonal measures

“The only salution | can see Is to hold a searles of long and costly negonatians jn axotie Iocations,

(SSUE NOS

in ordar to put off finding a salution,”

VOLUME GIII

that might effect us.

The adverac cffects of Climate Chunge
such as severe floods. droughts and starmi hic
Indigenous Peoplaa pardeular)y hard and exsc-
erbate our vulnerabllity w diseace, crop failurs,
hunger and death. We consider that it is urgust
that discussions proccéd without oup consulta-
tion or equal participaton on the usc of our
forests and.territories as- part of the tlexible
mecharusms for the reducdan of emissinns.
This iz particularly disconcecting as such maeas-

| ures proposed by the CDM directly effects our

~cortinucd on back page col ]
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o's complionce “geeks” were wainng with
aited breath Monday evening fot the Co-Chaixs’
new draft text on the Protocol compliance sys-
m. They weren't disappointsd. The Co-Chairy
and sceremriat's efforts over 2 very Jong week-
end paid off in 2 clear. readable text We com-
mend the Co-Chairs for producing a draft that
should give Parties u lopical and ordarly busis
for beginning their crucial negotiations to pro-
vids 2 sound, efficient and strong system.

Of coursa, al] the key cobpuovarsies remain.
Thersfore, we especially wolcomoe the many
words of support for the completion of rules by
COP6. Eco wanted o point out same of the
highlights of the wxt, os well as point out a few
iterna that should be olanfed:

. Highlights include:
¢ Expedited Procedure-The Paper xnoludes
the important aspect of ensuring that eligi-
bility checks can be done in an expedited
manner. .

 True-Up Period. — While not yet present in

denil, Bco welcomes this ome period for . -

Panies to bring themselves back into com-
pliance through cither purchasing tons on
the market or voluntarily paying into a com-
phance fund.

~ Inclusion of the compliance fund in both the
vus-up and the consequences time period:
As described in past Beo artlcles, this fund
could provide a mechaniem to make the cli-
mate whole. It could also address the impor-
mnt prnciple of cquity by dismibwting the
projects funded in a geographically balancad
way. For example, if the CDM did not pro-
duce projests in cerwin regions, the Fund
could concentrate ite efforts there.

« List of binding consequences. The text in-
cludes o thorough list, however it should ot
be seen os a list of chaoices that Parties could
choose from but cather a bundle of oprions that
oould form n comprehiensive, sTong systam.

Edtorial/Produotion: Afister Sisghart Phil Wayman
World Wide Web Edition: Aichard Elen

Elactronic Disbibutlen: Lejani Amis for EcoNet
Assislance from: Jennitar Margan; Nathalle Eddy;
Jaff Fledler; Glenn Wiser; Don Goldbarg; Ben
Pearson; Laura Cahen; Kart Davies; Alden Meyer,
Frances MoGuire; Lavinia Andrei; Andres
Kavanagh; Michel Raquet; Kyoke Kywasaka;
Amoaine Bondualls; Garald Knauf.

| Published by: The Climale Action Network.

Eea can be cdntacted at the Insef Hotel,
Thealerpiaz 5-7, Bad Gadesberg. 53177 Bann.
Tel. +48 [0)228 3500223; Fax +49 (0)228 3500323,
E-mali: aslsghan@gn.apc.org
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Compliments to the Chef

« Complignce Action Plon, A new concept
brought forth this seasion by the European
Unton, the plan does provide innovedyve in-
teresting clemenis for the system. The pro-
posal is silent, hawever, on when the gver-
age i3 acally cored ~ by writing a plan or
by achieving and demonstrating the over-
age? Obviously ths latter is te right answer.
Text should be written (o clarify thi8 point

+ Financial penalries. Although this is not’

flushed apc in any derail, Eco welcomes this
inclusion. Any Party ther wishes to partici-

pate in, emissions wadmg should support fi- |

nancial penaldes for the certainty it brings to
the market In foct any market in order to

function neads o regulotory framework get’

by iw political surrounding, Financial pennl-
tiss would ochicve this objective for the
Kyorto Protocol.

+ Arricle 4 issues: A ncw secrion has besn

added on Article 4. What might the purposc

of this be?

“Restoration” - This ncw brand name for
“bofrowing” doas not solve any of the prob-
lema that have been painted cut by Beo aver
the years,

Missing Blements
+ Public participation. The Annaxes on procs-

dures for the facilitative and enforecment
branches include some excellent proposals
that wil] enhance transparcacy and the ebility
of NGOs and civll society to contibuee to
effective eompliance. The main body of the
taxt needs to reflect these proposals by ex-
plicitly glving NGOs the right to make unso-
licited submissians of relcvant infarmadon to
the compliance body. Adsquate public notice
atall important stages of the complience proc-

"ass should be specifically provided for.

+ Review of the adequacy of the system. We
recommend that Parties insert text seting &
specific date br dates for review of the ad-
equacy of the eompliance gystem. A eommit-
mentnow to updertake thorough review, espe-
cially of tha adequacy of the consequences o
noa-compliance, will be essental faor generar-

ing confidence that inadequate procedures.

-and mechanisms during the firstbudgetperiod
willnet bzcome “business asusual” for subse-
quent pedods. This weould also recognize the
emerging nAmre of the sysem, and asslst
Parties as they embark lnte new tarmitory.

+ Trade sancrions. Countervalling commer-
cisl measures against nan-complying Parties
are not inecluded and should be.

Tharks agaln to the Co-Chelrs and secre-
tarint for o job well dons. Now, delegates, it’s
your im to cotnplete the tagk,

e PRy (R SFTAP P

Sinking Even Lower

It seems from the debate .an the draft decision
on LULUCF methodologleal issues that severa|
dalegations are sinking fast. A few of thelr cal-
leagues rried o throw 1 lifaline, but to no avail.

At issue wers critaria and guiding principles
to be used by Partes in their propasals for addi-
tional activitics under Article 3.4{n their August
1 submieslons on LULUCF. Some Partics — no-
tably Austrolia = seemed perpiexed by the sug-
gestion thet the primary omphasis should be on
fossl] fusl emission reductions. Brazil made the
issue clear, howsvet, by pointing out that Partles
with alarge [und mass could get a perrmancnt new
enttiemant to amic high leveale of GHGs. Erazil
also noted the inherent inequity causcd by the
unequa! geographical distribution of sinks.

The EU wicd to insert the word “commit-
ments” to remind Pardes that they should ner
waterdown their targets, for example, by serking
ceedit for their business-as-usua! sinks. Purties
would be required to explain how their proposed
additional sink dctivities relats to the overall
objective, principles, and commitments o7 the
Conventionand Protocol, Unfarnunately, the word
“‘commitment” has been scrubbed. It acems that
some Pardes sutfer from commitment phobia.

| Thc final decixion thonld make clear 1o Partles

that information is nceded on hew proposad 3.4
opdons would affset their assignsd amounci.
Almost as dismaylng wos warching Parties
play fast and loose with such critical notions as
sustainahle development and the goals of ather
muitilatere! environmental agraemants, It seems
that some Parties are worried that keeping or.eye
out for biodiversity, protecting water and sco-
systems, and other environmental objectives
might be bad for the climate. We find this strat-
egy risky. Regardless of where Partles stand on
the role of sinks in the Protocol, they should

| respect environmental objectivees and enstire that

the goalg of sustainable development sre met.
Becyuse of the extrame negative environmentl
and sociceconomic impacts that could result
from some sink projects, compliance with us-
tajnable development and multilatcral caviron-
mental agreements such as Ramsar, Biodiversity
aad Desertification must be mainmined.

Purties have come o a tlawed comprornise
on the preliminary data they must provid: in
their August | submigsions on Articles 3.3 and
3.4. Tables annexed (o the draft decision require
Partics to report only on their “preferced propos-
als.”" Thus, it will bc impossible w compare the
irpaces of diffcrent definitions and activites
acroes Parties. Idanlly, these tablas would have
Parties all reporting on the same ssets of optinns,
The draft decislon does nllow Partles o provide
dam and information on options that arc nor on
thair prefesred list We irge them to.do so
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lchnnge ls essential to both the ghort and long-

blic pamicipation on the dilemme of tlimate
term viabllity of the Kyoto Protocol. Therefore
- it is key to understand what public participation
1S, and What it definitely IS NOT.
Public participation IS7
1)The right of the public and public interest
groups o have timely access © relevant in-
formation,
2)The right of the public and public interest
groups I participata in and influence envi-
ronmentl decision-making.
What public pardeipation IS NOT?
1)While greatly appreciated by somne, infor-
mation made avallable vis the web only
reaches a small percentage of the world's
population,
2)The possibility of public comment pnor 7o}
any relevant information belng made nvul-
able,
3) Arendance at the NGO party (sorry)
Involving local communites in environ-
mental decision-making is an established inter
nationn norm. eashdned in Pfinciple 10 of the
1992 Ric Declaradon and more rezently, in the
Aarhus Convention.
Building thege principles into the mecha-
nisms should aot be seen as a burden. Ingtead,
th paticipation will anfizmce CDM and 1
jects by promoting transperency and ac-
untability, essential elements of good gov-
emence that can help ensure thar the mezha-

(B ==y 10
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Doing it in Public
nisras deliver on the objectives of raal amission

reductions and sustainable development,

We alraady know thanks (o several decades
of development cxperience that projects that ig-
nore stakeholdars ara fat Jass likely to suceeed
than those thit are partic/patory. The reality is

" thot projects that internalize environfmental and.

social casts have been proven (o be cast-effec-
tive in the long run.

The issue of public awareness, including
pubdlic participation in the Conventon, has not

_yat beeh sarioutly addvessed by Pardes. We

canrot afford © continue this empty lip service
as the mechanisms rules are written.

Highlighted below are peveral opportumucs
0 make the CTM reflect a more open, anspar-
ent and participatory CDM and JI process. Pub-
lic pardcipation will need to play a mojor role
in CDM and JT through project deslgn, valida-
tion and registretion, nnd veritication in par-
geular.

On Project Design, Pam 101 (i) endtled
“Other information” includes “comments by
local stakeholders” and descripton of their in-
volvement. While good in principle, at this
stage itig unclear upon what infonmation “com-
ments by Jocal stakeholders” would be based.
Unless project developers present praject pro-
posals directly to local stakeholders, thare it o
nssurapce that the communitics most directly
impacted by the project will be aware of the
existence of the project. The project design

JLol F.yieo 1D
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document should include o section that de-
scribas the project’s impact on local
populadons, their invelvement in the pridject
design and/or implementation, and how the
project addresses posntlally adverse local so-
cial, econamic or snvironmental impacts,
Regarding Validerion and RegisTaticn,
Para, 49 (d) includes the requirement that “ob-
jections by stakeholdaes have'been consideed"
in order for opamtions endties to validate a
project. This provision {8 insufficient. Yet
agaih, it is unclear upon what Information siuch
“objections by stakeholders” would be besed,
since no documentation has been made avail-
able at this point In addlden, the validadng
body should do more that just *‘consider” the
objectlons ot smkeholders: projects that ars op-
posed by lacal staksholders (which arc signifi-
cantly and adversely affected by project aclivi-
tics, and not compensated,) should not be vali-
dated Parn. 78 rasniees “wha'' can submit coms
mentsbriefs to the BB reganding registration,
Reswricring this right only to Parsies is contrary
1o the most basic principles of public perticipa-

_ton and Is upacceptable o cjvil sociery.

Para. 87 (g) regarding verification implies,

:but does not ensure public access o verifica-

tion information in stating the verfying OE
whall “pravide n verification report ro the
project paricipang end to the EB. The EB shall
publish the report”.

US - Sunny Side Up!

Ever wanted to visit the sunny beaches of
southern Florida, how about Everglades Na-
tonn) Park? Betsr book yaur tickets, changes
ore coming.

Olobal warming has been front-page news
in the United Statcs this week. Most impor
tndy, 2 comprehensive report on global warm-
ing impacts {n the United States shows that pol-
lutien from cars, trucks and power plants arc
putting US national treasures at great fisk. The
report makes abundantly clear why the US
must reduce its awn gresnhouse gas emlssions
and gsop pushing for *“full flaxibiliyy’” positions
that weaken the Xyato, Protecal,

Climare Change and Amariea, the fiIst na-
tional impacts report. usts starc-of-the an com-
puter models o generats climate change sce-

narios. Over 300 experts peer reviewed part or

all of the report, which went through three Jaw
cls of review over faur ysars. The report com-
bines national, regional and sectoral analyses.
In other words, the US Globa! Change Re-

change ta the US.

What will the America of tomomow logk '

like? The models indicate that average tem-
peratuces will rise 5-10 degreeg Fahrenhait over
the next 100 years. Such high tempemntures,
couplcd with changes in precipitation, are
likely to disrupt sgriculturs and ecoeystorma na-
tonwide and degrade the American lands=ape,

Vulncrablo ecosystema in 21l regions are ident-

fied in the report

- Alpine meadows in.the Rotky Mournmins

. are likely to face exucme stress and may
disappear entirely,

- The Noctheast could loss its farmons sugar
maples and the tourist-Wuring colcrs of au-
uma;

- Sea-levs! rise, along \u)r.h inereased starm '
frequency, could swamp beaches slong the
East.Coast,

~ Some barrier (3lands will disappear endrely;

- Glsciers in the high-slevation Wr.at and'
Alnska will melr; end

« In many arcas, cree morallcy will rise due to

h Program has cstablished 3 solid basis
‘ which to assess the risks of climate
e

sect artack. . :

Urbah areas will also suffer. New York
City would see nar least a5 many heat waves as
Minmi or Houston. Farmers would expericnce

‘more exirame weather events which could

bring aboyt crop lasses. The ski Industry and
winter tourlsm” could lose income from de-
ereased snowpnok. ‘

With this report, we now have a worrying
plerure of impack In the US. To make matters
warse, a8 the JPCC has also tound, threshold
cffects are likely to make ecosystems respand
in unexpected ways. Anticipaed impactt on
vulnorable communlues and ecosystems clea-ly
maoke this repart 8 wake-up call.

Whare do we go from here? Clearly not
with presidendal candidam Gore's vague plan
to reduce pollution from majer sources, re-
leased yesterday, Much smrongst and cost-ufs
factive polutions havé already been propossd
that would move forward on these problems.
The US should implement comrmon sense do-
mestlc reductions immediniely and ensure thar

{nsufficient soil mojsture and increased In-  the Kysto Protoeo] remaing strong,
-
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PAM Power

t was disappoindng to see how, last Friday,
Venezuela claimed w be represenring the G77
when, with the help of Saudi Arabis, it tried to
halt progress on policies and measurcs. They
repeated the cxercise yesterday. Everybody
agrees i thesry thar PAMs should be the main
Inscrument of the Conventon and Its Pratocol
to stop dangerous climate chonge, however,
this kind of intervention scrves only o muddy
the warers. '

COP-6 is supposed to simply deliver a fol-
low-up pracess on how Annex I countries® de-
monztrable progress by 2005 will bo assessed;
exchange information for the benefit of oll Por-
ties, bnd start promoting technology transfer o
developing countries. Why, then, is Venezusls
trying to gtop the process™ It seems uniikely
that all G77 Parties backed this line. Indead,
" pechaps there is & hidden agenda at work hera:
a cermin well-known Saudi delcgate was overs
heard telling the USA that he had done theit
“dirty worl' for them. And why is It that om-
brella group delegates usually react to the very
mention of PAMs as if they were abowt to
cuuse an outbreak of plague?

So what is a “post-COP-6' PAM process”
all about?

There ara cavara] diffarsnt but intene_laced
es3 (o be raso|ved.
First, thore s a need for information shar-

ing — for 2/l Purtiss to be able to leok at each
other’s palicies and measures to reduce graan-
house gates emnlssions. The Copenhagen wark-
shop was a first step, and e useful one, Addi-
tional, sectoral workshops for all Parties should

be part of such future exchangs of information.

However, this on its own ls not nearly
enough. Thers is elso effectiveness, compata-
biliy and mansferabliity. The effects of PAMS
need to bc mcawrnble and assessed regulatly,
us this is essential to determine progress to-
wards achisving the cormmmoments umdar Ard-
cle 3. Annex 1 country emissians.have risen
substantially since 1990, Agreed interfiational
indicators will be needed ta show that changes

by 2008, as required undar Astigle 3.2, have,
acrunlly been achicved. As long ago as 1997, -

Japan requested that the MOP “shall at its first
session, decide op indicators regarding the poli-
cles and measurea (...) in order o achleve the
quantified objectve (...)". To be ready in time.
s process needs o begia now.

~ Finally, there is coordination. We balicve
that there-is substandal soope for "enbancing
the effectiveness of PAMS™" (21.(b)) through
caopdingtion of such measures. Por some Par-
ties, co-ordination is mntamount t8 invasion, S0
we congratulate the EU for uylng to keep it on
the agenda, The Kyoto Protocs] can gnly fulfil
itz function if it encoursges Parties o act do-

mestically. Coordination of mcasurcs is onc

way of doing that.

PAMSs cannot be diched just like that. Tt is
tme foc SBSTA to work on 2 draft decision.
Last weak, Partes delivered their submissions
- d\m should form the cors. Indicators to as-
gess the effectiveness of PAM: should obvi-
ously be included. The BU must not cava in on
this issue, as it will clearly be of berefit o all
Paries!

JUNE 2000

—Indigenous peoples, from frons page
waditional tenitories and naticaally and inter-
natiomally recognized rights. Purthermiore, it is
also unfair tha! rigorous smissions reduction
medsures are not approved for the countries
that historically heve polluted the planct and
should compensats our communites for the ad-
veres effects of climate change.

Indigenous Peoples have suffered the ad-
varss effaces of supposed-sustainable develop-
ment projects foreign to our costimes and tra-
ditions of conservation which have altered our
{ivelihood and crueed involuntary displacement
from our temitonics and sometimes, cven the
oxtermination of our cuitures . This suffering is
causcd by the implementation of measures ap-
praved without our pravious, informad and fraa
consultation and consent. We advocate for
purticipative dielopue and agninst the adoptien
of measures for GHG reductions and carbon
scquestration that result in the destruction of

ISSUE NOS

our forests, rivers, ecogystsms and the viclation

of our peoples’ bisteric intemationally-recog-

ni2ed rights.

Indigenous Peoples believe in a constnic-
five and participative dialogue and we urge (e
Purtics of the UNFCCC w© consider our roquest
for special accreditation as peopias interested in
peticipaing In the present and furdre discus-
sions of the SBs and the COPs. Furthermore,
we urge the Parties 1o creatz a warking group
of indlgenous peoples and governments which
would disouss end make recommendations ©
the SBs and the COPs on isques relared © In-
digenous People 5. The process must allow us
to prescat our points of visw for contideration
1o the Partics in the UNPCCC and KP 3s we do
Ln the discugslons on the Convention-on
Blodiversity and in the Inter-sessional Working
Group on the Declaration on the Rights of Ia-
digenous Peoplas of the Héman Rights Com-
mission of the Unitsd Nations, .

VOLUME G111l
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Austrafia seeks Inspiration for Intarventions on
sinks

If Ludwig didn't know better, he might comne ta

the eonelusion that there was a fodsil fuel agent
In the Secretarial, what with the words “defar-
estation” and "Unied Stazes of America” disap-
‘from documents yesterday, and one of
ths Spanish translations being, shall we say, idi-
ogyncrade. Fortunately Ludwig's long experi-
ence leads him to subsctibe to the f¥*<-up. rather
than the eonspiracy theory of human affairs.

On n completely unconriected nate (rfter
all, what could F***-ups have to da with the
nuclear industry?). what o delight to hear that
finally there is sorae common ground between
AOQSIS and Saudi Arabig, in that they arc both
opposed b puclear power. Se st British depury
premler John Prescott taka niots that if hs really
wishes to gsll renctors to China, he mighc have
to take on the cambined forces of bath Anbas-
sador Slade and Dr Al-Saban,..

Finally. “only in the UNFCC" depr: where
elss would a meating spend 4S minutes dis-
cussing whether to take 2 |S-minute break, as
the Conract Group on Mechenlsms managed to
do yegterday?

The Cfimate Action Networle wauld it to thank OCGXI of
lhe European Cnmmlulm. who genareusly previded
funding for Eco at bath COP4 rnd COPS, hawevar, as
lhe conlribution has alWays been appraved and
supplied long after the everd, we have never been able
to cradlt them at the apprprate tme,

WRh resouress contrduted by the German Ferum for
Environment and Devejopmant and APC Neotworks.

FREE OF CHARGE]
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South Calls for Co-operation

e lundamenra! goal of the Convention and
the Kyota Pratocol is 1o stop global climate
change. which ix causcd by emissions from In-
dustrinl countries. Despite this fact, cerain de-
vcloped countrics. have made ticlr own actions
under the Kyoto Protocol contingent upon par-

ticipution by Jeveloplng countries. In renlity,

devaloping counties arc alrsady fighting cll-
mate change, and will continue 10 do more in
the future, but coaperation from Anncx I coun-
tries and an end to the bickering and finger-
pointing is required

Acting as glabal facilitarors, the Global
South Leadership Initiative of Pelansi Indone-
sia and the Indonesian Minivury for the Envi-
ronment provided a forum to bring together 40
representatives from governmental. non-gov-
ernmental. and academic institutions. The Glo-
bal South Cansultation on Climars Change was
opecned by the [ndonesian Vice President H.E.
Ms. Megawati Soekarmoputri who called for
cooperation by saying “We are not free riders
in this process.., environmenalism s not new
t0 us. We fully suppoit the notion of ‘only one
Eaeh'... [But] environmental damage caused
by poveity must be diffecentiatcd from damage
ealized by these who possess the greaier capo-

bility of preventing fe.”

Elaborating on the Indonesian commirment
to enviranmental protecrion, the Mimster of In-
donesia, H.E. Dr. A, Sonny Keraf noted, “As a
developing country, Indonesia has no oblliga-
tion o have a binding quantitative emissions
mlt, there are many benefits that coms from
doing good for the armosphere."

The Chair of the G-77 and China, H.E,
Dr. Alhajl Hassan Adamu. submitted a sup-
porting Statement saying, ‘"There are numerous
ezxamples of actions we have taken and con-
Gnue to take to prevent grecnhouse gas emis-
sions."”

By the end of the cbnfersnce, the partici-
pants had produced a communique that calls
for an end (o the historical contlict between the
indlustrlalized and developing nations that has
chameterized the political climatc of the cli-
mmate change negotiarions.

A pro-cansulradon meeling occurred in Ja-
Kafta just berore the formal Global South Con-
suliation. Organized by the Climate of Twust
Project — an initiative aimed ar facilitating the
North Seuth dialog and ar giving developing
couqtries viewg on climare more visibility and

" voite in the North ~ the pre-consultation meet-

ing focuscd on the frst results of a4 ressarch
project showing current activities, policiey and
madsures thut developing countries ure imple-
menting In order 1o meet their davelopment
needs while slowing climate change. The Cli-
mate of Trust project iz a pannership among
BCAS (Bangladesh), ENDA (Sencgal)
Fundacion Bariloche, (Argentina), Pelangi (In-
donesia) and National Environmental Trust
(Us). .
The Climate of Taust Initiative und the Glo-

bnl South Leadershlp Initintive will be co-host.

ing n panel discussion and a reception on

Thursday, Junc | S ar 6pm in the Maritim hotel

.to releawe the cammunique and further dis uss

the resulls of the meeting and 1ha repart.
Spcaking ar the event will be Dr. Chow
Kok Kee — Chairman of the Working Group on
Mechanisms and a Delegnte from Malaysi:
Professor Dunial Mudiyarso ~ Depury Minister
Tor the Environment and Head af the Delegu-
tion trom Indonesia: Dr. Agus Sari. a Delepiua
trom [ndanedin; Dr. Nicolax Dt Sbroiavacea.
Fundacion Bariloche; Dr. Atiq Rahman, Bang-

‘lndesh Studies for Advanced Studies: Boni

Biagini, Climate of Trust and a Defegate lom
Brazil ro be announced.

Chernobyl Deployment Mechanism?

You would think that the nuclear industry has
received ample <ybdsidies over the years
without now letting them hijack the CDM. Ap.
parently not. The efforts of the westem nuclear
sfaes o include nuclear power in the CDOM
continue unabated. They nre determined lo
mike the Clean Development Mechanisms the
Chemobyl Deployment Mechanlsm ~ a new
subxidy forthele niling nuclear induseries,

The scatesownetl or state-supported; nuclear
industrics of countries like the US. Japan, France.
UK snd Cunada are desperute ra gef contracts tor
new reactars, With nucleur canstrudtion effec-
rively halted in most western markets, develop-
g countries nre the key to thele survival. But
getling Signatures on the dated linc is proving
hurd, due muainly.to the high-cost of nuclear
plants. This is why the CDM steps in. The value
of carbon credits generated under the CDM coufd
be used to reduce tho up-frant costr of a new
rexctor apd poetentially make them mors afford-
able. The faremadonnl Atamic Energy Agency
1AEA) recently went so far as to say that without
CDM credits develaping countnies would not
build nuclear plants.

But whhle the economic mativation Is ¢lear,

the npalitical motivation ol some of (he key
players v not. In particular. it is extremely hard
to understand why UK cnvironment minister.
John Prescott is pushing hard to make nuclenr
cligible for the CDM., Prescott has a relntively
goad recard on envirpnmental maters, but on
this fssue he has scijously gone astay. The
man who once protested abour British Nuclear

Fuelg® (BNFL) discharges Is now leading afs .

forts 1o wrn the CDM into o subsidy for
BNFL'z afforts to sell nucienr renctors o
China. BNFL hat recently sequired the nuclear

division of Westinghause, o company which is-

in the front rank of these vying for the can-

tracts with Beijing. China has made it clear that

It wanms nuclear in the CDM and that this wil|

influcnce how many reactars it builds If the

UK votes against giving China CDM credits,
BNFL'x commercial prospects in China will be

deomed. ‘Prescott, of couwse, is hiding all of

"this behind the assertion that to exclude nuclear
power from the CDM would be “reo-colonial.”

The reverse is true, Foisting nuclear power an

developing countries is fine exampie of that

neo~colonial pructice of “technology dumping.”

The cusoe of Franve, soon to take the Bure-

pean Presidency. is alse worving. The promise
of an early decision by the povemment ait it
pesition on this issue is bacoming more remute.
But the French hive alrendy. ulbeit unintention-
ally, mads an imparwng contribucion: they
claim in an afficial planning handbook (Lex
couts de refermnce™) that nuclear is “the cheap-
est option.'* So how cauld ‘nukes in the CC'M
meet the addiddonality test it = wccarding 1o the
rechnolagy’s leading proponant — rhe nucke:r
aption i %o campelilive on it Dusiness—is—
usual? One wny out for French nucleur fans
wauld be far DGEMP or EDF ofYicials 1o coine
before the SBSTA und admit that aucleur is in
fact way morc expensive than they have been
cluiming...and that In tact. they have been
coaking the books for so many yeurs, Nat ve y
popular an option we admit.

Still peed convineing that otclear has no
place in the CDOM? Than come [ wdny’s spe-
cial event on “Nuclear power, the Kyato
mochanisms and nksoctated risks for develop-
ing countrick and ETT s ax well w omuor-
row’s event “Nuclear power is u golution
clinvre chunge. The raal yost of nuclowr powar
- Japan's cane”

e — .
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From Hambley, Zimmer No. 104

TELEFAX

Date: Thursday, 15 June 2000

UNCLASSIFIED

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

FROM: USDEL/BONN - SB-12 (Climate Change) — Mark G. Hambley
Mark G. Hambley, FAX No. 49 228 265-8222, Room 104

SUBJECT:: Reporting on Bilaterals in Bonn: The Latins

Attached is Barbara Dc Rosa Joynts Reporting on some bilateral contacts during the
Bonn meetings. It is being dispatched only to the Department and should be sent to
others as desired.

For Linda: Plcase distribute this to Susan Gordon and Holly Kaufman), OES/EGC,
PCI (Jonathan Margolis), and G—Nigel Purvis. Thanks.

MGH



JUMH=-15=-2by lztd4d Jcoseian CuUC T L [ S R

Miscellaneous reporting on some WHA bilats by OBS/EGC Barbara De Rosa-Joynt

Argentina — Last week, the GOA was not present. Monday moming 1 spoke at
length to the GOA rep, Fabian Gaoli, one of the few members of the technical team
still with the government, who arrived Sunday. (He is and was a contractor with the
government,) Fabian is one of three GOA reps, including a previous member of the
team (not one that we had interacted with) and a new climate person.

Fabian said that the Argentine government still supports the existence of the target,
and advised me that there is some consideration being made for re-constituting the
team, perhaps even under the leadership of Vicente Barros again. At present, the
existing climate team is centered in the Argentine JI office, and he believes that the
office will stay where it is in the Ministry of Social Works. Moreover, he does not
believe that the idea for Norma Cadoppi of the Chief of Cabinet's office to be
involved is in play. Fabien advised me that it is expected that this office will continue
to have the responsibility for approving JI (and eventuelly CDM) projects, and will
also generats the national plan for how to implement the target, and conduct further
inventory work and other technical work. He stated that the GOA intends to make a
nclarification” of the target announcement at COP-6, where they will explain
potentially canfusing elements such as the inclusion of the square root function in the
equation. It is not clear how many team members they will bring back. A few
Argentine interventions from the floor in various fora have noted the existence of
their target effort, and have characterized it as 2 "voluntary effort.”

The Like Minded Group — The LMG calls themselves GRILA, and they have been
mecting regularly to discuss matters of interest. They are preparing additional group
submissions for this session, and have been talking with the Africans about potential
collaboration, though it seems unlikely for this session. I understand they arc still
uying to pull together a joint Latin-African meeting outside the sessions, potentially
sbout CDM, with funding from UNDP or UNEP, and possibly at the ministerial level.

I spoke with them about our proposed ministerial meeting, and clarified our interest in
GRILA vice CONCAUSA. I asked them to take the idea home and advise us of their
reaction. The initial reaction was that this is an exciting idea, and potentially a good
opportunity for some of them to push for invelvement of their ministers on this issue.
In a corridor conversation, Nicaragua, the SICA (regional Central American group)
representative, pushed hard for a Central American host for the meeting, noting that
Guatemala will be leading the group at that time and would be in a good position to
host. Later, Honduras advised me that its minister was very interested in hosting, and
that we (post?) would receive an official letter regarding this intcrest shortly. He
indicated thar he had consulted with same of his GRILA counterparts in this regard. I
indicated our pleasure at having volunteers to host already, and encouraged him to
talk to Nicaragua about Guatemala's potential to host as well, noting that multiple
offers of hosting is a positive indication of interest. We should consider whether we
are interested in seeking back-to-back sessions of these two groups — where we
potentially participate in both, or if we would prefer (regardless of hypotheticel
sequential timing) to simply interact with GRILA. It is clear that our revised message
did not get through in Panama, and this is their way of staying out in front on this. 1
think we should focus on a Central American host both to soothe their feclings and
because I don't think we'll find a strong, engaged bost in South America.
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Latin American Bilat Lunch 13 June 00

A well attended lunch was hosted by Ambassador Hambley for representatives of the
Latin American delegations. Participants in the lunch included: Argentina, Chile,
Colombia, Costa Rica, Bcuador, Honduras, Mexico, Nicaragua (representing SICA,
the Central American coordinating entity), Panama, and Uruguay. Ambassador
Hambley clarified USG policy on 4.8 and 4.9 to start the Junch, DOE's Bill Breed and
OES/EGC's Barbara De Rosa-Joynt also participated in the session. Bill provided a
short briefing to the group on USG sinks policy, and a lively exchange ensued, with
countries posing questions to Bill and to each other, and stating their own positions.

Mexico — indicated interest in explaring the potential to consider sinks in two pieces -
above and below ground. He suggested that we begin with vegetation, etc., above
ground, and seck agreement on that for which the science is more certain, and work
toward the below ground sinks at a future time. He noted the need to involve local
people in CDM efforts, as the poorest people are the most likely to live in forested
areas, and the most likely to compromise those lands as a result of their poverty, He
did respond to the 4.8 & 4.9 statement with a question to clarify which parts of the 4.8
and 4.9 discussion the US did not like, and Ambassador Hambley provided additional
detail.

Honduras — wanted to link CDM with LULUCF issucs. He stated that non-Annex I
countries should have the same right to use the mechanisms to their advantage as the
Annex I countries, and noted that this was the way to do it for developing countries.
He indicated the need to address sinks now, as he does not believe they will be of use
in the second budget period.

Uruguay — agreed with Mexico about splitting sinks and about the need to engage
local populations in climate change efforts. He also cited the pieces of assistance the
GOU has received from the GEF, the World Bank, and other entities for its inventory,
national communication, and other technical work, Uruguay noted thet it has been
granted funding for jts second national communication.

Argentina — stated its support for sinks in the CDM, and queried the group about how
Article 12 plays into the sinks jssne. He indicated that the GOA is considering forests
not just as sinks but also as a mitigation tool. The Argentine JI office is the locus of
all climate change work, and six out of the current eight projects in Argentina are
sinks projects. He also spoke briefly about the change in government in Argentina,
and said that the new government supports the idea of the target proposal. He noted
that one reason to proposc a target is because one wants access to all the mechanisms.

Costa Rica — Said its position is similar to Mexico's, and expressed interest in
Mexico's idea for exploring above ground sinks as a first step. He noted that, as a
practical matter, there is too little time to address below ground sinks before COP-6.
He stated that there is total parallclism between what is going to inventorics and what
goes to the CDM. To ignore that is to go against the spirit and the letter of the
Protocol and the Convention. He stated that the mechanisms nced to be negotiated
simultaneously for many reasons, but especially because of the interrelated nature of
the mechanisms.
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Ecuador - Indicated that emissions avoidance is an interesting Way to address sinks
questions. He invited ideas from the group about the best way to operationalize this
approach. Like Colombia, be prefers an approach to sinks that involves the local
people. To do otherwise is to set oneself up for defeat.

Panama — Capacity has been developed in preparing for the first national
communication of Panama, due out this fall. During this work, many gaps in
information were noticed with regard to the LULUCEF sector. Want to explore sinks
thoroughly and also look at adaptation possibilities. He noted the problems that
Panama is having with the Hentavirus outbreak, which has evidently been going on
for some time, and is possibly a result of shifting disease vectors. Panama also
inquired about US views on share of the credits resulting from CDM projects.

Nicaragua — Spoke on behalf of SICA, the Central American coordinating entity,
stating that it is his role to facilitate Central American participation in the Protocol.
Hoe is interested in ephancing countrles' capacity to measure what we have and how to
capture it. He supports activities that allow Central American countries to benefit
from the Protocol while enhancing their sustainable development goals. He cited the
CONCAUSA agreement as an important one, and noted that ¢limate change was now
being discussed in that forum. Nicaragua noted the need to keep all options opened,
and cautioned against the danger of picking the low fruit (which the group decided to
refer to as mangoes). The group agreed that while one did not want to pick themn all,
some would rot on the tree if not picked at the right tme,.

Colombia — Favors sinks and all types of projects therein, He followed the themes of
the GOC presentation last Saturday, which touts sinks as a centerpiece of sustainable
development policy, and alleviation of poverty. He cited the win-win benefits of
helping people work their way out of poverty while simultaneously protecting
watersheds and biodiversity, Sinks have been very successful as JI projects, and he
noted the equity issue of Annex I countries being able to use sinks in JI, but non-
Annex I countries not being able to use them in the CDM. He stated the concern of
many that without sinks in the CDM, all the large projects will go to India and China.

Chile — The GOC representative inquircd about forest definitions, and then had a

sidebar with Bill Breed on this matter to discuss the issue in more detail while the
conversation continued at the table,

Submitted by OES/EGC:Barbara De Rosa-Joynt

I e ko L
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arrive ot Chuthasm Jouee, please come to the registration desk located in the Naill Mal¢olm Room un the
pravnd floor where you will be given your badge snd documients. Refreshments and lunch will be served
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| canfirm that a 3Smim/overhead/powerpinint fsrojector will be avarlable during your presentation. 1 you
will be using powerpoin, please make gure that you anyive at Chatham Houst in time to run threugh your
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The Kyoto Protocol
The End of the Beginning?

Chatham House, London - 19 & 20 June, 2009

Day One, Monday 19 June, 2000

09.00

Opening remarks from the chair

John Mitcholl _

Chairman, Energy and Environmental Programme
The Royal Institute of Intemational Affairs

s Kaynote Addrass

0S.00

The road to COP-6 and beyond
The Rt Hon Michael Meacher MP
Minister for the Environment, UK

Segeion One
The Long Term Context

'99.30

08.50

10.10

10.40

Scientific developments; insights from IPCC Third Assessment
Report

Sir John Houghton CBE DSC FRS

Co-Chair

IPCC -

Longer term policios for developad countries - the Royal
Commigsion Report .

Professor Sir Tom Blundell

Chairman

Royal Commission on Environmental Pollution

Questions

Coffee

COP-6 and Beyond: the international process and Industrialised count

Session Two
ry
perspectives

11.00

The track from Bonn to The Hague

Clalre Parker

Co-ordinator, Implementation Programme

Unitad Nations Framework Convention on Climate Change
(UNFCCC)
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List of Recipients for Periodic Reporting
From the Twelfth Sessions of the Subsidiary Bodies

of the UN Framework Convention on Climate Change (SB12)

Organization

June 5-16, 2000
Bonn, Germany

Name

Fax

State/OES David Sandalow 202 647-0217
State/OES Ken Brill 202 647-0217
Statc/OES Brooks Yeager 202 647-0217
State/OES Povenmire/Hobgood 202 647-0217
State/L/OES Sue Biniaz/Evan Bloom 202 736-7115
OES/EGC Dan Balzer et.al. 202 647-1091
State/OES Susan Gordon/H.Kaufman 202 647-3970
State/H/OES Chris Mann 202 647-9667
State/G Nigel Purvis 202 647-0753
Commerce Dana Palmer 202 408-9674
Commerce David H. Festa 202 482-4636
. DOD Dan Benton 703 6934507
DOD Bruce Degrazia/K.Doxey 703 607-4237
DOD Sherri Goodman 703 693-7011
DOI David Hayes 202 208-1873
DOJ Jim Rubin 202 5144231
DOT Trilling/Mittelholtz 202 366-7618
Energy Margot Anderson 202 586-3047
Energy David Goldwyn 202 586-0861
Energy Dan Reicher 202 586-9260
EPA John Beale 202 564-1554
EPA Dina Kruger 202 565-2077
EPA Brian McLean 202 565-2141
EPA Robert Perciaspepe 202 501-0986
EPA Bill White 202 501-1480
Treasury Robert Cumby 202 622-2633
Treasury Todd Stern 202 622-0073
USAID David Hales/Barrett 202 216-3174
WH Roger Ballentine 202 456-1736
WH Ian Bowles 202 456-2710
WH/CCTF David Gardiner 202 395-2311
WH/CCTF John Gibson 202 395-2342
WH/CEA Robert Lawrence 202 395-6958
WH/CEQ Georpge Frampton 202 456-2710
WH/OSTP Rosina Bierbaum 202 456-6025
’ WH/OVP Michael Orfini 202 456-9500
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15 June 2000

To: See Recipients’ List
From: USDEL/Bonn - Mark G. Ha.mble/
Subject: Periodic Update No. 15 from SB12 (Wednesday/Thursday, June 14-15)

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 June 5-16 timeframe, This megsage covers activities from the afternoon of
Wednesday,June 14 to mid-day on Thursday, June 15, 2000.

Also included is the June 15 edition of the NGO-produced Earth
Negotiations Bulletin that provides information on Wednesday’s proceedings
proceedings. This report should also be read in conjunction with Update No. 14 that
conlains additional supplemental reporting preparcd by various USDEL members,
plus the latest edition of ECO, the NGO rag.

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

This will probably be the last regular update in this series. Update No. 16 will
contain supplemental reports.
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15 June 2000

SB12 Periodic Update No. 15: Mixed Rep'ort ag SB-12 Nears Conclusion
Atmospherics and General Comment

The optimism that marked the first week in Bonn has dissipated, as has the
nervousness that 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 deelt with end one that is (for the ime-being) being handled without too
much disruption to the work in various fields.

With both Subsidiary Bodies now meeting in rather short spurts to move issues along
to the next meeting or to the Conference of the Parties for further deliberation or final
decision, participants are now looking towards the forthcoming intersessional
activities for indications of what deals 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 schedule of intersessionasl activities 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 stil] viewed by many
in near-apocolyptic terms. Most delegates also believe that it is too soon to expend
much time or energy 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
Septernber. End Atmospherics and General Comment.

Umbrella Heads of Delegation Meeting

Eight of the nine heads of umbrella group delegetions met over dinner on Juge
14 to discuss process and substantive issues. Ukraine was the only representative
missing. No ane 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 current
Burcau member) undertook to register this point with the Secretariat. (Comment: We
had earlier done so in meetings with both Executive Secrctary Cutajar, Polish COP-5
President Szyzsko, and Dutch Minister Pronk., End Comment.)

Other options for the ministerial discussion were discussed. One that attracted
a good deal of support suggested informing Ministers of the scope of the problems
that remain, 10 sec if any of these could be given priority, and to try to infuse the
negotiations with a new sense of purpose, The U.S. compared the Warsaw Ministerial
prior ta COP-S as being far better in this regard than either of the two New York
Ministerials that had preceded or followed it — the last one being on April 28",
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Status of the Negotiations

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

Convention Articles 4.8/4.9 (affects of climate change and impacts of response
measures) and Protoco] 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 measurcs. The debate has once more resumed a
more professional tone, There was an almost cordial discussion on adsptation at the
June 14 meeting. It is still not clear if a new text of some kind will be produced at
this session, although it is known that this is the co-chair’ preferepce. In any case, a
new cansultation on this topic is aow planned for August 23-25 in Bonn.

GDIN Information Presented: Atthe June 1S meeting, we (Miotke and company)
stirred up the room 1n 2 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 our intervention was made in response to
concerns expressed by several delegates from Venezuela, Mozambique and Africa
generally on the need for better systems to predict severe storms in sufficient time to
wam the public. The Vice President’s personal interest in this issue was cited.
Several delegates approached us after the meeting asking for additional information.
We gave them 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 far Jean Cooper es 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 hald 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 the question of the CDM as a proper theme in this

proposed text. The G-77 and South Korea said that it should not be included; the U.S.

and several Annex I Parties took a contrary view. The discussion remained 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 found. 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 experienced Secretariat official tells us that it is his
perception that we have lost the initiative in this discussion. Despite the firm hand
taken by Chair Dovland, he indicated thet the G-77 is not likely to take 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 as the basis for negotiation,
End Comment.)

£ 6
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Kyoto Mechanisms: Chairman Chow began the pracess of going through his lengthy

text, a task that he intends to complete this week. Saudi Arabia, joined by India and

Kuwait, do not want to call it a negotiating text, however. Similarly, they opposed b
‘ efforts to put brackets into the document (2 suggestion offered by the U.S. and

Australia). Instead, Parties were invited to make insertions which several did.

The Joint Implementation portion of the text was vetted first, with the U,S., Australia,
‘and Japan offering clanfying language to ensure that our positions are taken into
account. We added some Article 4 parity language, as well. Addifional changes were
made on the other mechanisms on June 15. The Saudis indicated that they have
additional submissions that they also want taken into account.

Chow’s plen (at least as we understand it) is to take these changes on board and to
issue a new text next week. No onc has formally objected to this process. This new
text will then be reviewed at the forthcoming mechanjsms consultation in early July.

(Comment: Of course, this means that the text will be longer than the current 54
page document, As it is, there are some 217 paragraphs that need to be negotiated.
While some are simpler than others, even if one figures 10 minutes spent considering
each one (and thus far none has been bracketed, so each will have to be vetied), this
will amount to some 36 hours of negotiation to go through the text on a first reading.
About 12 hours is all the time that will be allotted to this issue at Lyon. One can draw
one’s own conclusions as to the outlook for this proccss by COP-6. End Comment)

Compliance: Discussion of the new co-chairs’ text continued late on June 14 and
during meetings on June 15. Many comments were made, and some new (unhelpful)
ideas were presented, Qne came from Saudi Arabia that wanted to see the groups
scope to include seyeral other aspects of the Protoco] including Articles 2 and 3. A

‘ second one came from South Africa (representing the G-77/China). It suggested that
non-Annex I compliance issues should be addressed under the multilateral
consultative process which is being established under the provisions of Convention
Article 13.

A third unhelpful suggestion (only one of many) came from a Russian colleague who
is new to this process. He declared that Russian can not accept any binding
consequences. Binding consequences, he asserted, are Jike a discase in Moscow’s
view. The umbrella group of experts tried to explain matters to their new colleague
but did nat 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 wag the treaties department of the Russian MFA
that makes calls on these matters. He suggested we include 2 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 a revised
text by tomorrow (June 16).

A penultimate meeting of this group met on June 15. The final report was completed,
along with a recommendation that the text (after it is polished by the Secretariat) be
used as the basis for negotiations in September. Saudi Arabia objected to this process,
indicating that it would not permit this decision to be taken until it was certain that
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equitable progress in “other areas™ (e.g., Articles 4.8/4.9). An evening session was
scheduled to determine if additional negotiations might be necessary to bring this

matter to conclusion,
‘ Policies and Measures (PAMSs); A contact group met unider @ Swiss chair (Jose
Romero). State’s Susan Wickwire and her team skillfully managed to drag out the
debate for almost the full two hours of the session to avoid discussion of two of the
EU’s current pet projects: development 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 drafted by the chair of the group.

Axticles 5/7/&8 (on methodologies, reporting and review): Despite some garbled
language introduced by the Russians on good practice and continuing Saudi efforts to
try to slow matters up, this group is starting to wrap up its work for this session. As
indicated, the group completed work on Article 5.1 on national systems. The
proposed decision also recognizes thet some elements of Article 8 will have to be
decided after COP-8.

Land Use and Land Use Change and ¥orestry (LULUCF): Adele Morris has
compared the work in this group to the Discovery channel’s “eco challenge” with the
participating having to cross alligator pits, sheer chasms, and violent rapids to eek out
every bit of progress. But they have crossed many hurdles, including the ones
involving formatting for the August 1% submissions. A remaining hurdle concerns
Brazil's effort to distinguish between manmade and natural effects in accounting for
some land use changes. The U.S. and most umbrella countries strongly disagree with
this approach. Both the U.S. and Australia (supported by a very worried Japan) have
worlked 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 2s it relates to
developing countries. The group managed to avoid working off the G-77/China text
and is rnoving 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 to the closure of our facility, 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 | fion. The US urged entomatic application of mandatory outcomes.
WEDNESDAY, 14 JUNE 2000 " SAUDI ARABIA suggested that the compliance body determine
The Subaidiu‘y B oHy for Implementatian (SBI) met inthe mandatory ontcomes or cangequences oaly for AnnexI Parties,

On Submission of Quastions, several delegates stresaed the
importance of Article B (review of information) Expert Review
Teams (ERTs) reports. SAUDI ARABIA, opposed by NEW

nerming to cansider Annck I and non-Annex I commuynications,
nd the financial mechanism. The Jeint Working Group on
‘ompliance (FWG) continued discussions an the Co-Chairs’ text,
.‘onu}:ct gmui:s mci in aftermoon and evening sessions to consider: W, supported a role for the CQP/MOP. Tlae US proposed
ind use, land-use change and forestry (LULUCF); adverse that Parties should be able to raise questions regerding anather
(Tects; the mechanisms; and guidelines under Protocol Articles § Party’s implernentatian only with [cspect tothe facilitative bra!n:h.
nethadological issues), 7 (communication of informatidn) and 8 The EU proposed thatthe Secretariat alsa be able to refer questions
revicw of information). Informal consultations were held on of compliance. On Preliminary Examination of Questons, SAUDI
apacity building in develapi ng countries, and on policies and ARABIA suggasted that mult.lp_lc cases on the same type of issves
aeasures, The Friends of the Chair group on the technology should bo referred to the subsidiary bodies. .
rensfer consuliative process slso met, . o ) On I_’mccedmgs- several dclegatc_s strcsscq the importance gf
e ' infegrating clements of the Annexcs in the main text, On Decision-
BI Lo _ o, © Making, SAUD] ARABIA said decisions would be adopted by
NATIONAL COMMUNICATIONS: Delegates adoptedthe  consensus, and in case of failure, by a three-fourths majority vote.
ratt conclusions on nariona! cormmunications of Annex 1 Parfies.  On Avoidance of Conflict of Interest, CHINA proposed that the
‘hey also adopted conclusigns on the reportof the fistméeting of  member of the compliance body whois a national of a Party
1e Consultative Group on Experts and ou the provision of finan- * involved in a mattar shall not take part in “ the consideration of the
ial support far non-Annex I Party national communications. matter,” CANADA added that this includes members heving 2
FINANCIAL MECHANISM: On the financial mcchanism, - direct or indirect interestin the matter. On Saurces of Information,
‘elegates ndopted draf} conclusions, with minor amendments, on - the G-77/CHINA, opposed by NEW ZEALAND, distinguished
he progress réport on the GEF review of ensbling activities and its - between mandatory and non-mandatory seurces. The US, with
apacity building activities, : S NEW ZEALAND, tuggested the possibility that NGOs submit
On additional guidance to the GEF on support to the IPCC, the information. He said the Party concerned should have the opportu-
U said thar, whereas FCCC Parties should send signals to the nity 1o respond 1o the information submitted The RUSSIAN
AEF that the proposed IPCC project could bencit the process, it FEDERATION, the US and SAMOA said the issue of confidenti-
anat approptiate far them to prejudge the GEF Council’s deci-  ality of information might conflict with the principle of transpar-
ton-making. He propased replacing “approval” with “consider- ency and needcd further thought. :
tion™ in the draft conclusions, SBI adopted the draft conclusions, On COP/MOP, SWITZERLAND, with NEW ZEALAND,
samended. . - - : "L ' : ' gaid it would “take note” of the compliznee body’s reports. On

. : ' _ Outeomes and Consequences, SAUDI ARABIA said the COM
'OINT WORKING GROUF ON COMFLIANCE should net be addressed under thé compliance gystem. With

*The JWG continued its consideration of the Co-Chairs” Taxt.  cINA, he added that references ta “Party™ with respect o eligi-
In Scope of Application, CHINA, supported by SAUDIARABLY,  yj);y requirements should be prefaced by “Annex " BRAZIL,
nd DppOSGd by ARGENTINA and CHILE, suggestad ]nstmg the with SAMOA and the EU, suggcsted fmmiug “financial pe.nalty"

\nnex [ Parties” commmitments to which the compliance system as 2 separate option. NEW ZEAL AND introduced an opnon

vould apply, and said issues of compliance with other commit- permirting purchase at 2 penalty rate, infer afia, from future

nents would be dealt with under theMultilateral Consultative commitment periods. AUSTRALIA suggasted adding thatifan
‘rocess. On Bstablishmenr, Structure and Furietions, the US, with 4 rticle 4 Goint fulfillment) Party becames ineligible tousc the
\USTRALIA, said the rext should emphasize thetwo-branch  echanisms, all other members of the agreement wonld lose
u-uct;:lre. CﬁNA]iAlng‘:;ﬁdbd th!it the out_t;-omes ofthudf:tahtahve . accesstotho mechanisms. Op Other Provisions, the G-77/CHINA
ranch wonld not be Limuited to outcomes of & nog-mancetory suggested requesting the Secretariat to prepare possible opgons for
anre. On Structure, SAUDI ARABIA, with SAMOA, suid the sdoption of procadures and mechanisms reJated to compliance.
aembers should equally represent ths five UN regional groups. On Anncxes, Parties differed on the need to integratethem into the

JEW ZEALAND sought greater yepresentation of Annex I
‘arties. O Functions, many delegutes opposed a screoning func-

main teXt.

[Fis 13300 of the Ecrth Nopotstiony Bulletin © <ab@iisl org> it Waflen and cditod by Angela Churie jicd.orp>, Jon Hanles 4oa_hn:5h@iiie—cm.x>. Lavenys
Lajameni <lavemya mdD:x? Melens Sall wlt:?;@'ind.n , Chris Spense Jﬁs@d&crp and 3 iun?‘:foi.nov <oedrickohler@emnil. msa.com>. Tho Digilal
iditors aro i <|.nd'rsl@iisd.org> and Xon Topg zn@ilsd.orp. The Editor is Pamcle 8. Chaeck, PhD. <pam@iiad org> aad b Managing Director 11
_angslon James "Kimo® Gorea V1 Admo(@isd.org>. The Susmming Donom af tho Bullghin aro the Notherlapds Minlstry oEani%h irs, tha Governmng? of Canada
through CIDA and DFAIT), s Uited Statez (thraugh USAID), the Swsar Agency for Enviromrtent, Forects and Landacapo (SAEFL), the Unitod Kingdom Dopartieat
‘or International Davelopment (DFID) and tha Furn Comrmussion (DO- . General Suppart for the Bullstin during 2000 iz gmv:.dnd ho Garman Fedarel
vinistry of Boviroranent (BMU) and the Gormen Fedoral Miniglny of Dsvalgpmsnt Coopordiion (BMZ), the Danish Miniatry of Fareign ics, o Mialsuy of
nviranment of Ausmie, the Ministrias of Foroign Affairs and Emviranmont afNocway, the NE:u ies of F Affairs and Envirorunent of Finland, o Governma af
\uwitralia, and BP Amoocc. La g:ncu support hins been provided at thia mocting by the UNFCCC Secrstacsl Bullctin cun be can b%e-m-lﬂ at gn%or
nd ot tal! Wma 1 +1-212644-0208. n§f3° can be cpnteced by ,;Lu ot <info@xsd.ca> and at 161 Portags Avonua Bast, 6t Floar, Winnipeg, Manito
QB 0Y4, The c;gininna exgrergac] m tha Euﬂla!::xunm Rulletin aro those of the eufhory sad do not neoassarily 1afleat e viewa of 18D and o 3.
‘rcerpts [rom tho Parth Nogorytens Bulletin may be nangommorcia) poblicatons m and only with upmmm acadamic siwtion. Far ion Lo us> thia
£lin arc $oDt to -

artma) in commeraial publicagons. cortact the Managing Bditor. Elootronic versians of the distribution Lials and can b und.on tba Linknges
seuumhngzﬂygwmcun' cy/. Tho .-.usE?c“ imagp was Taken nbave Bonn ©2000 ThaLiving Earth, Ino. betp-/ivingearth.com. For informatan on the Ear
cgotiations Bullatin, seend o-moil 1o the ging Dircotor ot <dmo@lied ot :
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CONTACT GROUPS AND INFORMAL CONSULTA T IONS

LULUCF: Delegetes discussed changes to the draft conclu-

jons. Noting the concetn of many non-Annex I Parties with regard
understanding the IPCC Special Report on LULUCTF, Co-Chair
orgeirssan said an exira day hed beeq reserved for a briefing at
¢ workshap in Paland in July. The G~77/CHINA said thig did not-
eflect their request for regional worksbops, and delegsates agreed
o &n additional conclusion inviting the SBSTA o cncaurege work-
‘hops. AUSTRALIA and the EU said aapacity building should be
:onsidered within the broader context of SBSTA’s work. .

Co-Chair Thnrge:rsson highlighted the proposal to convene an:
atersessional meeting between SB-13 and COP-6 to support the
icgotiation process. He urged delegatea to focus on requirements
or COP-6, noting that cipacity building could be achieved overa
onger time period. AOSIS stressed the importance of regional
vorkshops and qucst:oned the mandate for an intersessional
aeeting. :

AUSTRALIA called for 2 compilation of central texmual
sroposals to assist work at SBSTA-13. The EU dismibutaed draft
onclusions requesting parties to provide textual praposals to be
resented with 1 August eubmissions and requestng the Secrefariat
o prepare a'synthesis according to specific elements. CANADA, |
\OSIS and others pmposed changes and discussions continued
ateinto the aight.

ADVERSE EFFECTS: Ccr-Chau' Kj ellén outlined a clustar of
ssues 10 be addressed in drafting the 1ext fof ncgqtiation st |
‘BSTA-13. SAUDI ARABIA urped that the consolidated e
arm the basis for negotiations, and emphasized the nead to include
{1 propesals. The EU suggested that the ooasolidated text simply
e areflection of dnscussxuns that may farm the basis for later nego:
ati on.

JAMAICA underlmedthc need for fumire worLshops aimed at
oncretc uctions. The PHILIPPINES, with the US, supported
estigating connections between climats change and extreme
ther events, while NIGERIA stressed the need for preparedness
cope with such events 1a dcveloping countries. The UK said ;
iennfication of actions is only possible with an understanding of
ne relationship between climate impacts and other phenomena.

‘he EU said scientific uncem.imy should aetbe a reason for inac-
on

ART’ICLES 5,7838: Dfl-gx(zs cou.udcn:d the draft conclu-~
ions on Guidelinés under Articles S, 7 and'8 of the Kyoto Protocal.
dolegates agreed on the text, mdudlng language highlighting
greement on the guidelines under Article 5.1 (national systems)
nd the preparation of a draft decision at- SBSTA~13 tn be adopted
1 COP-6, Delegates considered the General Approach to Review'
if the Co-Chairs Proposed Elements of Draft Guidelines under
\rdcle B of the Kyoto Protocol and provided guidance to the Secra-
ariat in its elebpration of the text, The BU =aid the guidelines
hould include the elements for review underthe FCCC and the
'rotocol, but, would singlé out thoge parts of the gmdehns not
pplicable to Annex I Partios that are not Partics to the Protocol.

*he G=77/CHINA suggested adding the objective of ensuring thet

he compliance body has the information necessary 1o carry out its

unctions. The BU said all ERT5 reports would be forwarded o the
iompliange body.

MECHRANISMS: Delegatzs considered the dreft consohduied
ext on mechanisms. Deliberations focused on the natura of discus-
ions necessary dt thig stage. While AUSTRALTIA, POLAND, .
CANADA and the US favorcd bracketing text, the _G—77/CHINA
nd SAUDI ARABIA swessed that this was not anegotiation end
uggested jnstead that Paries focus only on' “inclusions” to the text.
Jelepates cansidered Part One of the Conaalidated Text on Mecha-
usms relating to J and indicated areas where speaific written

pmposals would be submitted and text added. Participants differed

*.an the need for, infer alia, the Execuniva Board, sinks in JI, share of

proceeds, and the appendxx on supplcmentarity.

POLICIES AND MEASURES: Delegates considered draft
conclusions on policieg and measures (P&Ms). The EU tabled
additionnl paragraphe on conclusions, including 3 proposed Terms
of Reference (TaR) for a possiblc workshop on P&Ms, The G-77/
CHINA presented altermarive 1ext on ToR. On the original drafc
conclusions, delegates agreed to, inter alia; replace “best™ with
“good” pracrices; and epecify reference o paragraph (b) of
Protocol Article 2,1. The EU, POLAND, SWITZERLAND and the
G-77/CHINA, opposcd by AUSTRALIA, CANADA, JAPAN and
the US, urged that the ToR be considered prior to COP-6. Dele-

- gates agreed toinclude, in brackets, BU text encouraging parties to
"submit their views at SBSTA-13-on ToR and on the uming of the

process, and the G-77/CHINA"s propasal to refer to holding e

- workshop in “carly” 2001,

CAPACITY RUILDING: This group considercd the Chaxr s

text on capacity building in developing countries. On the principles

outlined in the text, issues highlighted include the need for country-
driven capaciry building, partnership with develaped countries, and

‘financial resourees.

On Strategy, dolegates highlighted subregional or regional
approaches and the need to consider past and ongoing activities.
The G-77/CHINA proposed addressing financing and implementa-

. tion a8 separate sections. The NETHERLANDS suggested

accounting for capacity-building when planping the GEF’s third
replanishment. UGANDA said funding far capacity building

-should be additiona| tg QD A. On the role of the Secretariat, dele-

gates said i1 should avoid an operational role but act as a facilitator,

TECBNOLOGY TRANSFER: The Friends of the Chair
continued to consider aciions required in relation to technology
nceds and needs assessment, enabling assessment, and rechnology
information, The group also considered and agreed on the SBSTA
Chair’s draft conclusions.

IN THE CORRIDORS

Some participantc were commentng on contrasting pasitions
emerging from certain EU members on nuclear technolagy under
the CDM. While onc Party announced a strong “anti” stance,
another publicdly indicated its support for allowing nuclear tech-
nology within the CDM. Speculation among 2 number of partici-
pants centered on how this might impact the aventual claboration of
tho EUs pasition on thisissue. *

THINGS TO LOOK FOR TODAY

* COMPLIANCE: The JWG is expected ta meetat 10:00 am
2nd a19:00 pm in Plenary IT to discuss a revised Co-Chairs’ text.
MECHANISMS: This meeting will take placein Plenary II

from 11:00 am to consider the Chairs’ draft consolidared rext.

ARTICLES 5, 7& 8: This group will meet at 12:00 pm and
8:00 pm in the Reger Room to continue consideration of the Co-
Chairs’ Proposed Elements of Draft Guidelines under Article 8 of
the Kyoro Protacal

LULUCE: This contact group will meet at 3:00 pm in the
Reger Room to ¢ansider the Co-Chairs' draft conclusions.

ADVERSE EFFECTS: This contact group will meetat3:00

pru in the Schumann Roeom ta cammue canmdcranon of the Co~

Chairs’ consolidated vext. - .

SBSTA: SBSTA will convenc at 5 :00 pm in Plonzry I and is
expected to start connidering various draft conclusions.

CAPACITY BUILDING: An informaol meeting is schoduled
to tako place from 6:00 pm in the Schumaan Room,

FRIENDS OF THE CHAIR: This will meet to finalize the
draft SBSTA conclusicas gn technology transfer and development.

YU
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16 June 2000

To: See Recipients’ List
From: USDEL/Bonn —= Mark G. Hambley

Subject: Final Update, No. 16 from SB12 (Thursdey/.Friday, June 15-16) /

This message transmits an unofficial and informal 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 5-16 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 proceedings, along
with some additional reports prepared by USDEL personnel.

‘ Although unclassified, this report is not intended to for use or cireulation
outside the U.S. Government.

This is the last Update from Bonn in this series.
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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-5) 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 becanse a
balanced decision on Article 4.8/4.9 (balanced because it is cqually 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 were even able to shift the
dates away from Thanksgiving for the ycar 2004,

An enormous amount of work rernains. However, despite the difficultics
posed by the still massive mechanisms document, capable teams on all sides will
work diligently to whittle the revised text down to manageable proportions by COP-6
decision time. Negotiating the decisions on the developing countries core sct of
jssues (including tech transfer and capacity building) will undoubtedly be difficult but
is certainly doable. And if the Sandis 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
themn, too.

Compliance has proceeded in the most organized manner of any of the
discussions. It now has a text which, despite some difficulties, can be worked on in 2
way that will not disadvantage us. Similarly, we have thus far defily avoided traps
laid for us by our EU partners on the policies and measures discussion. Moreover, we
have done quite well with the cutcomes on the guidance, information and review
provisions of Articles 5/7/&38,

We even moved the sinks related issues along as well as could have been
expected at this moeting, Our formstting ideas for the August 1 submissions werc
broadly accepted. And while we still must prove our point, our options with regard to
Article 3.4°s additiona) categories remain in tact.,

When one looks at the enormity of the tagks ahead, it is casy 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 the strong, benign dictator in the

P.@3/11
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person of Raul Estrada keeping delegations focused. However, we do have one
advantage 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 daunting, but it is not an insurmountable task. And
while sinks issues (and especially Article 3.4) appear deunting, our sinks team leader
believes we have 2 good chancc 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 thie 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 real reason why one can
take a measure of confidence that COP-6 will be successful, barring unforescen
circumstances. I am pleased sud proud to be associated with USDEL, and all of the
recipients of thesc raports can take a measure of satlsfaction 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 would 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.

P.@4as11
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JUSCANZ
15 June 2000
Jack Schick

Israel has requested observer status in TUSCANZ following the decision of the UN in
New York to admit Israel inta WEOG (Western Europe and Others Group). The US
argued for Israel 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 a member of the
Umbrella Group—our times are changing. In the debate that ensued, no country
opposed Israel’s admission outright, but severel had reservations.

« Norway observed that the present membership comprises only OECD countries,
but he had heard that [srael was considering a voluntary emissions target to be
announced at COP 6. . Japan counseled against bringing in too diverse paints of
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 Swirzerland straddled the fence in saying that JUSCANZ had begun as an OECD
caucus but had also originally been open to new members. Similarly, Canada
reminded that this group is & “changing animal " beginning as Australia, Canada,
and the US, and then later adding othess,

The US asked the group to make 2 decision one way or the other at the first
JUSCANZ meeting in Lyon so that Israel not be left wondering.

More on DeBoer

Switzerland reparted that Prook’s emissary, Ivo DeBaer, i 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 complained about the lack
of an invitation to the New Yark Mipisterial in April but wondered how valuable such
meetings arc if they do not reach any agreed conclusions. The US noted that
DeBocr'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 end 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 comfort from the negotiations this
week in Bonn. Australia agreed that deals are not ready to be done because the
technicel worl is unfinished. New Zeeland called for ministers to provide a shared
sense of commitment and direction; he characterized DeBoer’s as an agenda of
“manufactured priorities.”

P.@s/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 2nd Wednesday, and serves 2s 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 the base document for negotiagons 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)

-

POSE MEETIN o

1. Fmal review of Chair's draft conclusion on agenda item 9(z)

2. Continue reviewing the table submitied by the Chair 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.,

G 'C-ON SIONS

1. The FOC graup approved the draft conclusmn-s on 9(a) after 5pcndmg a significant -
amount of time on paragraph no. 2 regarding expressing appreciation for the countdes
that sponsored the consultative: workshops. ‘At issue was the fact that they were
linked to the CTI workshops, which China felt ta be unacceptable, given the fact thar
during the CTT workshops, COM was mentioried as a possible vehicle for technology
ransfer (TT). This was resolved by keepmg reference to CTI in the conclusion but
striking a phrasc on “collaboratiVe process” and changing “valusble” to “useful.”

. 2 'With respect to the table, the group began with the section on “Capacity Building,”
since other themes (technology needs assessments, technology information, and
coabling environments) had been covered yesterday. The U.S. made the point that
capacity bmldmg 1s a general topu: and is being discugsed elsewhere, so we should
keep this in mind a8 we discuss it in the context of technology tra.nsfer There was no
major disagreement on this and the group moved on.

3. The remainder of the mccnng was spent d:scussmg a list of categories to be included

under the tide of “general overall approach" that would presumably provide some sort

.. of an imuroduction in any future negotiating text, and the last theme in the wable
enfitled “mechamsxm '

4. With mspect_ to the_ general - approach list, several Parties made suggestions for
additional irems to be in¢luded, such as: : '

» Equitable transfer of technalo gies (Ghana)
- = Fasttrack implementation (Guyana) .
* Win-win approach and key role of governments (Korea)

S.. With respect'to ‘the mechanisms theme, the US inooduced the notion that the items

listad in the “what” column .suck as donor.co-ordination, technical assigtance,

- demonstration projects, ete. should be moved to the “how calumn.” Many countries
agreed with this assessment, as did the Chair,
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6 The' majority of the time was spent going back and forth on the igsue of the
Appropriateness of listing CDM as a potential mechanism for technology wansfer.
This was. quite contentious with the G77 and China acguing that technology wansfer
under Article 4.5 of the Convention should -be kept completely separate from

" mechanisms inclnded as part of the Kyom Protocol. The US, Australia, Canada. the
EU and Japan stated that the CDM, zalong with JI, should be considered as some of
many potential mechanisms that could be included ‘in the table. Some specific
comments included the followmg

IN SUPPORT OF INCLUDING ChDM UNDER MECHANISMS COLUMZN

¢« CDM is not a theme in and of itself but we should acknowledge itasa potennal
- vehicle for TT and include it for now at least. (Austmha)
‘e, - Keep CDM on the list (Japan)
Don’t want to. throw CDM out if it can assist in rhe ‘I'I‘ process (Slovenia,
. "Portugal)
e Aricle'4.5 is not stnctly about LDCs so we should also mcludc JI (US)
' 'IT has alrcady occurred under A1) so we are not stamng from scratch (Francc)

AGAINST THE INCLUSION OF CDM IN THE MECHANISMS COLUM

o Must separate CDM from TT bacause we are talking here abour Article 4.5 of the
UNFCCC.. (Thailand)
e It is'premarure to put.CDM in the context of TT hcre as a.matter of pnnaple
_There was no decision at COP4 10 link the two. (China) .
e Kyoto isn’t in force so we shonld not insist on listing CDM (Guyana)
o There is potential for many different kinds of mechanisms for TT-and we are
.stalling the process by remaining stuck orr the CDM issue (South Africa)
"=« 'Kyoto is not yet in existance sO why should we even be dlscussmg using
mechanisms under Kyoto such as CDM for TT? (Nigeria)
e The main fear is that Annex I Parties will only use CDM in connection with
_Article 4.5, thereby i ignoring all other potcnnal mechanisms, (Guyana)

The thhcrlanda mmduced the idea of putting reference to CDM in brackets to make it
clear that this is an issue that is still up ia the air since it is clear that therc will be no
resolution on the igsue at SB12, Therein followed a lengthy discussion on the issue of
brackets vs. a foomote,. wluch was proposcd by the Chair and will likely be included in

" the revised table



JUN-16-2008 10:28 OES/EGC 282 647 0191 P.@S/11

- . | K,

NEXT STEPS
The Chair will provide a revised table during the afternoon Plenary Session.

. Parties have until June 30 to get additional submissions on this issue 1o the gecrelarist.
Partes will continue 1o discuss the issues includ=d in the table at an FOC meeting in
August (which may be linked to a meering on Article 4.8, 4.9 ~ TBD).

4. The Chair will build on the August FOC meeting and texis which have been
submitted by Partes, as well as the IPCC Special Report on TT, t0 £l out the rest of
the table (“how" calumn), and to come up with a draft text (in English only) 1 be
discussed and negotiated at SB13 in Lyon in preparation for COP6. '

W=

SBSTA PLENARY

1. The conclusions on TT for both agenda items 9(a) and 5(b) were adopted without any
interventons 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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HIGHLIGHTS FROM FCCC SB-12
THURSDAY, 15 JUNE 2000

The Subsidlary Body for Sciestific and Technalogical Advice
(SBSTA) metin the aftarnoon to adopt draft conclusions relabpg
to: guidelines under Protocal Amicles 5 (methodological issues), 7
(communication of information) and 8 (rcview of information); .
good practico guidance and uncertainty management in national
greenhouse gas inventories; development and mransfer of technolo-
pies: and land yse, land-use change and foreswy (LULUCEF). The
Joint Working Group on Compliance (IWQ@) adopted thereport on
its work duting SB-12. Contact groups met throughout the day to
conaluda discussions on text relating toc mechanisms; Protocol
Articles $,7 snd 8; LULUCEF: and advere effects. Informal consul-
tations were held on capacity building znd policies and measures.

JOINT WORKING GROUP ON COMPLIANCE

Dalogetes considered and adopted, with minor amendments,
the Report of the TWG on its work during SB-12. Anncxed to the
reportis & text on compliance that, along with inputs from Parties,
will serve as the basisa for negotiation at SB-13.

CONTACT GROUPS AND INFORMAL CONSULTA TIONS

MECHANISMS: Delegates continued considering the
Chair's draft eonsolidated text on mechanizms, indicating areas’
where their submissions had not been reflected, and adding text
e aecegsary. On the CDM, delegates diffcred on the need for.

lia: 3} three mechanisms to conmibute to the adaptation
* investment and technology additonality; monitoring of
economic, social and cultural impacts of prajects; and &n option
that reflects the various proposed CDMj, including unilatersl,
bilateral and mulﬁlu:ni. ‘They discussed: the role of the COP/
MOP and the Executive Board; the content and extensiveness of
the CDM Reference Manual; cammon baselines for the CDM: .
equitable distribution of COM projects; snd requirements and
cotts of the CDM, ' .

On emissions wnding, delegates differed on the need fax, inter
alia: the usage of the Protocol-consistent tarm “Part of an Assigned
Amount” instesd of “Assigned Amount Units”; legal entities to
participare in the CDM,; a share of proceeds from emigsiona trading
to fund adsptation; and limits on transfers, The group accepted
draf! conelusions for SBSTA/SBI agreeing to forward the “consol-
idated tee on principles, modalities, rules and guidelines™ to SB-
13 as a basis for further negotiation. : :

ARTICLES 5, 7 & 8: The group continued concideratign of

the six parts'of the Co-Chairs’ Proposed Elements of Dnaft Guido- -

lines under Article 8 of the Kyoto Protacal, starting with the
General Approact'to Review. Tho US stated that there could be
overlap between annyal raviews, ginoe the process might take more
than ayear. NEW ZEALAND said the trxt should spocify to whom

the final compilation and accounting would be reported/mans-

mirted. The EU suggested an additional option that the pre-
commitmeat reviews could be initigted when 8 Party makes a
voluntary submission within a mandatory deadline. AUSTRALIA
said the review of nationsl registres could occur mare frequently

" then on an anauel basis. SWITZERLAND said the guidelines

should catablish criteria for the selection of experta not naminated
by govemments.

On Revicw of National Inventory Submissions, delegates
discussed the eategories of first-order problems to be idenfified
during the initial check or during the individual inventory review
stage. The US snd AUSTRALIA suggested that miethodalogical
problems be identified during thc inventory review stage. The EU
stressed that these problems, such as “unexplained apparent data
inconsistencies,” could be identified during the initial check. The
US said the lateness of 4 pubmission should be defined and distin-

- guished from the failurc 1o submit The EU said the ial period

would help in achieving a better understanding of potential inven-
tory problemns. X

. On procedures far adjustments, JAPAN nuggesied adding the
option whereby the Party itself could voluntanily apply an adjust-
ment. AUSTRALLA said this could accelerate the review process.
The' US sald the incentive should rather be for Parties to follow the
IPCC methodologies as elabarated by good practice, NORWAY
said the Expert Review Team (ERT) would only propose an adjust-
meng, whilc the compliance body would adopt it. The US said the
compliance body had a role if the Party concerned refused arecom-

. raended adjustment.

On the Raview of Inforr‘nation on Assigned Amounts, NEW
ZEALAND sought a reference to Article 4 Goint fulfillment) to
ensure transparency on the distributon of assigned amounts

. between mcmbers of the agreemeut. AUSTRALIA called forthe

addition of a new Part VI “Review of Activities under Article 6.”

_ ADVERSE EFFECTS: Co-Chair Salamat asked delegates to
consider tha process leading ta COP-6, and noted that an informal
consultaion may be held on thisissue doring the intersessional
period prior to the informal meetings preceding SB-13. The G-77/
CHINA supparred the development of text for discussion at the
informal meetings priorto SB-13 and noted that, under the Buenos
Alres Plan of Action, COP-6 needs tn develop initigl actions rather
than simply a process. SAUDI ARABIA supported the necd for
further workshops focusing an conoreta actions, The US stresged
that the objective of this process was 1o promata the of
ratifying the Protocol. He said progress was needed a1 SB-13 on
negotiating draft declsions. -

Co-Chair Salamat said discussions during the past two weeks

" had been very productive. He distributed text for relevant SB-12

draft conclusions that_ infer alia, note that the Chairs of the subsid-
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and o0 comments made during the discussions 2t SB-12.

usions 8lso note that the Chairs’ text will serve a1 the
basis for negotigtion ar SB-13. The group adopted thesa canclu-
sions.

LULUCP: Co-Chair Thorgeirsson noted that the draft conclu-
sions had been completed after additiontl consultations in the
morning. On criteria and guiding principles, Pacties had agreed to

ues: indication of how the additional activities proposed by
Parties [n their ] August gsubmissions would relatc to the objectives
snd principles of the FCCC and Kyoto Pretocol. They had also
reached agreement on the elsments fora synthesis of textual
propasals from their 1 August submissions, which they requested
the Secretariat to prepare. The Co-Chair noted an additional
conclusion highlighting the fact that documents for the next session

i a lats date, and urged Partics to accel-
erate their considecation of the issue. SAUDI ARABIA highlighted
the tight schedule foran intersessional cansultation, while [TALY
offared to host this mecting in Rome. The Secretariatand .
POLAND providad details on the workshop tobe held in July in
Poznan, Poland, and the Secretariat outlined the process for the 1
August submissions. -

POLICIES AND MEASURES: In an Informal meeting
chaired by José Romero (Swirzerland), delegates considered
revised draft conclusions on palicies and measures (P&Ms).
During the deliberations, the EU and JUSCANZ members reiter-
ated their respective positions on the iming and nature af further
activities on P&Ms. Participants agreed o replece text recom-
mending that the work an P&Ms continue, in perticular through 2
workshop in 2001, with the recommendation that the issuc be

- dered further at SBSTA-13. The text proposed by the EU and
CHINA on Terms of Reference fora workshop on P&Ms was
dopted.

CAPACITY BUILDING: Delegares djscussed capasity
building both in countries with econamies in transition (EIT<) and
in developing countries, On capacity building in ETTs, delegates
considercd submissions from'the Russian Federgtion and Poland.
The Polish submission focused on elements releting to implemen-
ration of capacity building. It includes calls for, inter aba: devel-
oping action plans to reflect pational needs and prioriies; inviting
the GEF, through 2 COP decision, consider the needs of EIT6 In
the Capecity Development Inidativa (COI); and organizing a work-
shop for the purpose of identifying and coordinating regional snd
subregional programmes. The Russian Federation submission
covered the principles, objectives, strategy and implementation
elemeats for a drafl framework. The RUSSIAN FEDERATION
aoted that thero was aglecment amang the EITs on the principles
and scope of the framework, but statad that eonsultations to
complete an EIT group submission were ongoing. .

Delogates also considered the revised Chair's text on capacity
building in non-Annex I countries. Scveral purticipants reytecated
the need for capacity building to be cquntry-driven, iterative and
loag-erm, to build on indlgenous capacities, and 1o operate '
through local ingtitutions. The US and the EU proposed listing a
mezu of activiies, noting that different connuies have different
concerns. : :

The G-T7/CHINA proposed additional amendments to the
Chair’ s text that stress the need for: capacity building to contribute
10 sustainable development; parmership with, and assistanca from,
developed countries; and proper guidance from intergovernmental

gizations, such as the GEF, UNDP, and ‘World Bank, to ensurc

access 1o resources |s transparent, with clear and less combex-

¢ procedures. Supported by CHINA, he urged mqving forwurd.
owird concrete actions by COP-6, UGANDA cought clarification
of what is meant by “centers of exocllence,” noting that this could

Tary bodies. with the assistance of the Seccetariat, will develop 8
ij on the current cansolidated fext, on other inputs from

" by good practice guidsnca in prepasing higher-quality

be interpreted differendy. The US stressed that capacity building
should bre results-based and designed to produce clearly identified

- results. The EU suggested inviting the GEF and UNDP to repart on
the CDI 3t SB-13 and requesting other arganizatians to reparcon
their capacity building activitiea. Chair Asho welcomed further
submissions by 30 June, after which the Secrctariat would prepare
a draft framework an capacity building.

SBSTA .

Delcgates adopted, without diseussion, draft conclusions an:
Guidelines under Aricles 5, 7 and 8 of the Kyoto Protocol, which
included an Annex on Guidelines for Nati onal Systems for the Esti-
mation of Anthropogenic Greenhouse Gas Emissions by Sources
and Removal by Sinks under Article 5.1 of the Kyota Protocal
E CCC/SBSTA/2000/1.2); Development and Transfer of Technol-
ogles - Status of the Consultative Process (Dexcision 4/CP.4). and
Development and Transfer of Technologies - Other Matters
(FCCC/SBSTA/2000/1..4).

After some deliberstion, the Draft Conclusions on Good Prac-
tice Guidance and Uncertginty Management in Nazional Green-

" . house Gas Inventories (FCCC/SBSTA/2000/L.3) were adopted,

vth twa amendments: Ansex ! Parties with EITs may phase-in
good practica guidance “two yedrs,” rather than one year, later than
other Annex 1 Partes; and reference to “all Parties” being assisted

greenhouse
gas inventorics was deleted. .

_On the Draft Canclusions on Land Use, Land-Use Change and
Forestry, SAUDI'ARABIA, oppesed by & pumber of Partes, -
including TUVALU speaking for the G-77/CHINA, proposed

" deleting text on canvening an intersessional consultation on
LULUCE after SBSTA-13, The text was retained and the conclu-
sions were adopted with an Annex providing farmats for the
submission of country-gpecific data oo proposals by Annex [
Parties for activities related to Protocol Article 3.3 (afforestation,
reforestation and deforestation) and Asticle 3.4 (additional activi-
ties), TTALY offered to fiost the intersessional consultation,
suggesting it take place in October.

IN THE CORRIDORS

Same participants bave said they will ba watching with interest
the upcoming meefing of the EU Council of Ministers for clearer
;adications of the Union’s negotiating positions an some of the key
jssues raised at SB-12. Several cbservers bave exprussed frustra-
tion ax the EU's performance during the SB-12 discyssions, noting
an spparent setback on policies and meagures and a lack of coher-
ence, which contrasts with that of the Umbrells Group. Others have
suggested that sny perceived loss of ground st this stage in the
negotating procass is overstated, and that a verdict op the Unian’s
performance it premagure prior fo the Ministerial meeting, which
will take impactant decisions such as those on sinks and nuclear
powsr.

THINGS TO LOOK FOR TODAY

SBSTA/SBI JOINT SESSION: Thejoint SBY/SBSTA sessian
will begin az 10;00 am in Plenury I and is expected to congidersnd
adopt draft conclusions on adverse effects, the mechamsms, and
compliance, and a decision expressing solidasity with southem
African countries, particularly Mozambique.

@BI: SRI will meet at 3:00 pm in Plenary I to consider and
adopt outstanding agenda items, including thgsc on arrangements
forintergovernmental mectings, and administrative ahd financial
marters. '

SBSTA: SBSTA will mect at3:00 pm in Plenary 1to consider
and adopt cutsianding egenda itemns, including thosa on policies
and measures, and cooperstion with relevant intemational argani-

* zations. .
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Consumer confidence dropped in early June due to rising gas prices and higher interest rates. The June decline was concentrated
among residents of the Midwest, where the receat rise in gasoline prices has been the largest. It is hardly surprising that the
added burden on consumers’ budgets had an immediate impact, although given the size of the gas price increases, the falloff
in financial assessments was rather small—the U.S. average retail gas price rose 45% from mid-June 1999 to mid-June 2000.
More surprising, consumers did aot expect the runup in gas price to harm their future financial prospects, nor did consumers
anticipate a higher overall inflation rate during the year ahead. While the runup in gas prices was expected to be temporacy,
no such quick reversal in interest rate trends was anticipated by consumers: the conseasus view was thal intecest rates will
continue to increase during the year ahead. The aaticipated increases in interest rates further weakened the outlook for home
sales, and the combination of higher gas prices aad higher inlerest rates weakened prospects for vehicles sales .

The data indicate the responsiveness of consumers to rising interest rates as well as a remarkable degree of resilience. Reacting
toa growing range of concerns, the Sentiment Index among households with incomes above $50,000 posted its fifth consecutive
monthly decline in June, with the cumulative loss since January totaling about 9%. Nonetheless, the prevailing level of consumer
confidence remains quite high aad the decline from the cyclical peak rather small—even after the half-vear slide, the Sentiment
Index among high income households was neartly identical to the average recorded in each of the prior three years.

Consumers’ assessments of their curreat financial situation weakened in early June due to slower income growth and risiag
gasoline prices. Net references to income gains fell by 10 perceatage poiats, with one-in-five households reporting that their
finaaces had worsened in early June. Despite the sharp slowdown in income growth reported in early June, consumers did not
anticipate smaller income gains for the year as a whole, as consumers continued to view prospects for the year ahead quite
favorably. Moreover, consumers expected the overall inflation rate Lo ease, anticipating aa inflation rate of 2.9% for the year
ahead in eacly June, down from 3.0% in May and 3.2% in April. Consumers did nol expected inflation to change much over
the longer term, anticipating an anaual inflation rate of 2.9% over the next five years in early June, unchanged from May.

Higher interest rales were increasingly expected to slow the pace of economic growth, although very few consumers expected
the slowdown would eventually lead to an economy-wide dowaturn. Two-thirds of all consumers still anticipated good times
financially during the year ahead, and the majority still expected the expansion to continue for at least another five years. What
did change in early June was that consumers thought that the slowdown would be sufficient to cause the unemploymeat rate to
edge upward during the year ahead. The shift, however, was small—higher unemployment was expected by 25%, up from 20%.

Home buying attitudes posted further declines in early Juae due to both higher mortgage rates and higher home prices. Fewer
consumers voiced favorable views of mortgage rates thaa anytime during the past ten years, and perceptions of home prices were
the least favorable in twenty vears. Overall, home buying attitudes were the least favorable since the 1990-91 recession.
Vehicle buying attitudes were significantly lower in early June than a year earlier, but the extent of the overall decline has been
relatively small, remaining well above the depressed levels recorded in 1995 following the last round of interest rate hikes.

June | July | Au Sept i Oct | Nov | Dec | Jan Feb | Mar | Apr | May June
1999 | 1999 | 19 1999 ' 1999 | 159% | 1999 | 2000 2000 | 2000 | 2600 | 200 Prelim

[ndex of Consumer Sentiment | 107.3]106.0104.5{107.2°102.2[107.2]105.4|112.0 111.3 107.1109.2 |110.7| 106.8
Current Economic Conditions 1189 /116.5]114.11115.9°112.7]116.8[112.2{117.3°116.8|115.4 | 117.8 1199 115.6
Index of Consumer Expectations| 99.8 | 99.2| 98.4 101.5: 97.1 {101.0|101.1|108.6 107.8|101.7|103.7|104.8| 101.1

[ndex Components {

Personal Finances—Current 133 | 132 1 132 132 ¢ 127 | 138 | 133 ] 135 132 | 135 | 130 | 138 130
Personal Finances—Expected 133 1135 | 135 | 135 ' 133 | 138 | 132 ] 141 ~ 138 | 136 | 137 | 137 136
Economic Outlook—12 Months | 147 | 147 | 140 | 1S0 « 140 | 146 150 | 165 - 161 | 146 } 152 | 153 146
Economic Outlook—35 Years 122 1 118 | 118 | 124 * 118 | 123 | 125 | 132 126 | 128 | 130 | 12 25
Buying Conditions—Durables 176 | 171 | 165 | 169 - 166 | 166 | 158 | 169 172 | 163 | 176 | 17 170

Lo (Y)

Confidential: Do not reproduce or release to the press.
@ The Universily of Michigan, 2000. All rights reserved.





