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PAPER NO. 1: ARGENTINA

Submission for the AWG-KP
February 2009

As part of its Work Programme for 2009, the Ad-Hoc Working Group on Further Commitments for
Annex [ Parties under the Kyoto Protocol (AWG-KP) invited Parties to submit to the secretariat further
input on how the possible improvements to emissions trading and the project-based mechanisms, as
contained in annexes I and II to FCCC/KP/AWG/2008/5 and annexes I and II to document
FCCC/KP/AWG/2008/INF.3, would function. These inputs will be compiled into a miscellaneous
document for consideration by the AWG-KP at its seventh session.

On this regard, the Government of Argentina would like to submit its views and suggestions to this
negotiating process, in particular to possible improvements to the Clean Development Mechanism.

Possible improvements to emissions trading and the project-based
mechanisms under the Kyoto Protocol for the period after 2012 with
potentially significant implications for the ability of Annex I Parties to
achieve mitigation objectives

I. Clean development mechanism
Include carbon dioxide capture and storage

Argentina strongly believes that the challenge posed by climate change is at the same time an opportunity
for the world as a whole to prepare and move towards a sustainable development path supported by
environmental sound technologies based on renewable resources. In this context, carbon capture and
storage (CCS) activities can only be seen as an extension of the current pattern of production,
consumption and the related exploitation of natural resources. In fact, carbon dioxide capture and storage
activities may prompt further construction of fossil-fuel power plants postponing the implementation of
renewable energy technologies for several decades.

Even though we recognize that a transition period is necessary in order to reach a sustainable
development path and a new relationship with natural resources, the technologies to be chosen for this
transition should not delayed the development and deployment of environmental sound technologies.

The UNFCCC cannot prevent countries to develop and implement CCS activities within their borders;
however the inclusion of CCS activities in the CDM should be refrained, and in case this activity is
eventually accepted as CDM activity, CERs from CCS should not be considered permanent, taking into
account the uncertainties in the short and long-term liability in relation to leakage and other unforeseen
environmental impacts.

Introduce sectoral crediting of emission reductions below a previously established no-lose target

Under the existing project-by-project approach, the CDM has limited potential for further growth
considering the enormous level of effort required to define individual baselines, demonstrate
additionality case-by-case, and to monitor and verify each individual project. The programmatic CDM
could be a step forward to tackle these issues, and thereby increase GHG mitigation, although the
effectiveness of the programmatic CDM remains to be proved.
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Argentina believes that the goals of the Convention could be further served with the creation of a new
carbon market mechanism, based on measurable, reportable and verifiable GHG reductions generated
through national actions by developing countries in a no-lose target fashion (as described in
FCCC/KP/AWG/2008/INF.3, Section F), allowing these actions to be part of the nationally appropriate
mitigation actions (NAMASs) previously elaborated or to be elaborated in the future.

For the new approach the AWG-KP should further develop, in addition to the modalities and procedures
indicated in FCCC/KP/AWG/2008/INF.3, paragraph 21: a) baselines established for the economic
sectors or sub-sectors to be incorporated in the mechanism in a country by country basis; b) additionality
criteria based on common practices also defined for the economic sectors or sub-sectors in a country by
country basis; and c) statistically-based monitoring and verification plans together with monitoring based
on GHG inventories of the sectors involved. Both baselines and additionality criteria should be
periodically reviewed and updated according to the evolution of national circumstances.

Argentina believes that such an approach that is tailored to national sector-specific needs and priorities as
well as GHG mitigation contribution provides the appropriate platform to scale up private sector funding
and investment in developing countries, thus promoting climate solutions in the context of sustainable
development. This approach can, in concert with public sector financing from developed countries,
further assist in achieving the massive levels of financing and technology transfer necessary to address
climate change in a measurable, reportable and verifiable manner.

Ensure environmental integrity and assess additionality through the development of standardized,
multi-project baselines

Argentina considers that the development of sector, sub-sector or multi-project baselines will improve
the objectivity in the assessment of additionality as well as the environmental integrity of project
activities and/or mitigation actions at sectoral or sub-sectoral levels. However, we would like to
emphasize that these baselines should be determined in a country-by-country bases with the active
participation of the CDM designated national authorities and considering social, economic,
environmental, and technological circumstances of the host countries and regions within the host
countries. These national circumstances should be periodically reviewed and baselines adjusted
accordingly.

Improve access to clean development mechanism project activities by specified host Parties

Argentina considers that the decision agreed and adopted in Poznan regarding the regional and sub-
regional distribution and capacity-building in Decision -/CMP 4 Section V represents a step forward to
improving access by specific, underrepresented host countries to the CDM. However, Argentina would
like to emphasize that more measures are needed in order to achieve a broader and more balanced
distribution of project activities among developing countries Parties. In this sense, Argentina believes
that a system of quotas to determine the maximum amount of emission reductions from each region
allowed to developed countries to purchase could be further explored. The implementation of such a
system could boost capacity-building related activities in underrepresented host countries as well as
financing schemes of the project activities.

Include co-benefits as criteria for the registration of project activities

Argentina deems necessary that the new approach for the carbon market mechanism should introduce co-
benefits as criteria for the registration of project activities. Including co-benefits as criteria for
registration may allow for, inter alia, improving financial schemes needed to overcome the incremental
costs involved in the development and implementation of project activities, improving technology
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transfer, strengthening human and institutional capacity, improving aspects related to sustainable
development such as energy efficiency, conservation of biodiversity, management of hydrological
resources and maintenance of air quality.

The evaluation of the co-benefits requires the determination of indicators that should be as simple-to-
calculate as possible to define fulfilment of the requirement; however, we consider essential that these
indicators be determined and agreed by designated national authorities.

Introduce multiplication factors to increase or decrease the certified emission reductions issued for
specific project activity types

Considering that climate change is for us an opportunity for the world to prepare and move towards a
sustainable development path supported by environmental sound technologies, Argentina deems critical
to establish a mechanism within the new market mechanism to improve the project activity distribution in
terms of type of GHG and technology employed. This mechanism should avoid market biases, such as
those that have arisen in the current CDM in relation to activities that mitigate gases different from
carbon dioxide.

We support the proposed use of multiplication factors to increase or decrease the certified emission
reductions issued for specific project activity types, in particular we favour the Option 2 given in
document FCCC/KP/AWG/2008/INF.3, paragraph 38, although much discussion is needed to defined the
criteria to determine the multiplication factors.

IV. Cross-cutting issues
Extend the share of proceeds

We believe that the funds available in the Adaptation Fund, so far the only source of finance under the
UNFCCC to support adaptation activities, should aim to cover all financial needs for developing
countries to adapt to the adverse impacts of climate change. In this context, Argentina strongly supports
to extend the share of proceeds to the JI and ETS mechanisms, recognizing that this will result in a rapid
and effective way to increase the funds that are urgently needed. These funds will be additional to the
funds currently available as share of proceeds of the CDM. The flexible mechanisms are one financial
instrument that we can agree to now, which will enable building trust among Parties and can help with
immediate adaptation activities, especially those related to information gathering, capacity building and
institutional capability that prepare countries for the greater adaptation work ahead.

The funds derived from the flexible mechanisms are going to represent a fraction of what is needed to
meet the adaptation costs estimated by the UNFCCC Secretariat. Argentina proposes to review and
explore additional and innovative mechanisms to drive developed countries to greatly increase their
contribution to the Adaptation Fund according to their historic and current responsibilities and national
capabilities.

Other possible improvements to emissions trading and the project-based
mechanisms under the Kyoto Protocol

I. Clean development mechanism

Introduce a different supervisory structure and institutional arrangement in case of modification
of the scope of the clean development mechanism
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For the new approach proposed for the carbon market mechanism, Argentina deems necessary a
supervisory structure different from the current CDM Executive Board. We believe that it is necessary to
strength what was agreed in Poznan, Decision -/CMP.4 Further guidance relating to the clean
development mechanism, Section II. Governance.

In our view, it is necessary that the new market mechanism be regulated by a high-level body that deals
with strategic issues such as:

e establishing guidelines to ensure equitable regional distribution of the mitigation activities and
associated financial flows,

e developing and proposing indicators necessary to measure development and transfer of
technology as well as other co-benefits that may contribute to sustainable development of
mitigation actions,

e avoiding market biases that favour certain activities,

e addressing environmental integrity issues with global impacts (e.g., biofuels), etc.

This high-level body could also resolve disputes and controversies that may arise regarding eligibility of
mitigation actions among other issues. This body should have a regional representation as other similar
bodies under the UNFCCC.

The high-level body should be supported by technical panels integrated by full-time experts from
different fields to deal with issues such as country specific sectoral baselines, common practices and
benchmarks, GHG inventories, monitoring and verification plans, registration of mitigation activities and
actions, issuance of credits, etc.
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PAPER NO. 2: BELARUS

MuHUCTEPCTBO MPUPOJHBIX PECYPCOB U OXPAHBI OKPYKAIOIIEH CPEJIbI
Pecnybnuku benapych

Coo01ieHue 1Mo BONpocaM yJay4llIeHUs TOProBJIH BbIOpOCaMu U
NMPOEKTHBIX MEXaHU3MOB

B cooTBeTCTBUU ¢ yHKTOM 7 (¢) nokymenta FCCC/KP/AWG/2008/L.19
CnenuanbHoi paboyelt TpyIiibl 10 JadbHEUIUM o0s3aTenbcTBaM st CTOpoH,
BKJIIOUEHHBIX B [Ipunoxenue I, cornmacao Kuorckomy npotokomy

BBepeHue

PecniyOnuka bemapych mnpuBercTByer mnpemioxkenue CrnenuansHOM paboueit
Tpynnsl 1Mo AanbHEeHUM oOs3atenbecTBaM st CTopoH, BKItoYeHHBIX B [Ipunoxenue I,
cormacio Kuotckomy mnpotokony (CPI'-KII) mpemoctaBuTh cBOM COOOpa)keHUs IO
BOIpocaM, MoAHATEIMU CTOpOHAMU B OTHOIIEHHH BO3MOXKHBIX YCOBEPIIECHCTBOBAaHUI B
CHUCTEME TOPIOBIM BBIOPOCAMH M TPOEKTHBIX MEXaHU3MAaX B COOTBETCTBUU C
npunoxenusmu 1 u 11 k gokymertry FCCC/KP/AWG/2008/5 u npunoxenusivmu 1 u 11
nokymenty FCCC/KP/AWG/2008/INF.3. Mbl nonaraem, 4to ydactue kaxaon CTOpOHbI
B OOMEHE ONBITOM W MPEAJIOKEHUSAMH B 3TOH cdepe SBISETCS OYeHb BaXKHBIM TMpU
CO3IaHHMH MPABOBBIX PAMOK JIJIsl BTOPOTO MEPUO/Ia OTBETCTBEHHOCTH.

CooOpaxenust 1 uH(OpMaIMS MO BOIPOCAM BO3MOKHOT'O YCOBEPILIEHCTBOBAHUS
MEXaHU3MOB YIJIEPOJHOTO PhIHKA MPEACTABICHBI B TON MOCIIEI0OBATEIBHOCTH, B KOTOPOU
onn wu3nokeHsl B mpmioxkeHusx | m II k mokymenty FCCC/KP/AWG/2008/5 u B
npuwioxenusx I u Il k nokymenty FCCC/KP/AWG/2008/INF.3.

anﬂO)KeHVIe 1. I'Ipe.qnox(eHMﬂ no Bonpocam ycoBepLieHCTBOBaHUSA
MexXaHu3moB

Il. CoemecmHoe ocywecmesieHue

lLA. Beecmu nodxo0bI K pexxumMy paccmMompeHusi 0esimesibHOCmMu o
npoekmam MexaHu3ma Yucmoeo pazsumusi (M4P) e 3asucumocmu om
epadayuu 2omoeHocmu rnpuHumarowux CmopoH

Pecnybnuka benapych BbIpakaeT TOTOBHOCTh Yy4YacTBOBATh B JalIbHEHIIEM
00CYXJI€HUU TOAXOJOB K peXUMy peanusanuu mnpoektoB MYP B 3aBucumMocTu ot
CTETEHU BBIMOJIHEHHUS YCJIOBHI MPUEMIIEMOCTH (TOTOBHOCTH) TOM Ui MHOM CTOPOHBI K
OPUHATHIO MPOEKTOB coBMecTHOro ocyuectBieHus (CO). Mbl nonaraem Takxke, 4yTo B
JI000M CiIy4ae 3TU PEXUMBI JIODKHBI OBITh B MAaKCUMaJIbHOM CTETCHH OOIIUMU MJIs
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npoektoB MYUYP u CO. B »tom ciywae, npu Hanuuuu ocHoBaHUU miiga CTOpOHBI
npuauMath mpoekTel CO, Takas CropoHa Morya Obl JIFOOOW 3aperucTpUpPOBAHHBIN U
peanusyromuiica npoekt MYP npomomxute B pamkax MUP 10 koHIIa KpeIWTHOTO
nepuona co cnucanueM EVYK wu3 cBoero HaumoHanbHOro peectpa B KOJHWYECTBE,
SKBUBAJIEHTHOM ITPOMU3BEICHHBIM U nepegaHHbiM CCB.

Il.B. Bknro4Yumb npoekmsbl Mo amoMHOU 3Hepauu e desimesibHOCMb 8
pamkax MYP u CO

PecniyOnuka benapych npearaer npoaokKuTh 00CYKIEHUE TaHHOTO BOIMpoca ¢
Y4€TOM TOT'0, YTO MOKA UMEETCSl HEONPEIETIEHHOCTh B OLICHKE MHTErPaIbHbIX (B TEUECHHE
BCEr0 KU3HEHHOI'O LIMKJIa CTPOUTENBCTBA, SKCIUTyaTaluu U gekomuccun ADC, rpu yuere
yT€UeK U pealbHbIX TpPaHUI] NPOEKTa) BHIOPOCOB IMAPHUKOBBIX ra3oB. llpumeHenue
IPUHIIMIA JOTOIHUTEIBHOCTH ISl TAKUX NPOEKTOB TAK)KE TPeOyeT 00CyKIeHUS.

Il.C. Bknroyumb npoekmsi no 6opbbe c obesnneceHuem u dez2padayueli
JNlecoe 8 dessmesibHocmb 6 pamkax CO

Pecnybnuka benapyce cuutaer o0si3aTeNbHBIM BKIIIOUEHHE HMPOEKTOB B 00JIAaCTH
00pbOBI C Aerpajgaluel JIeCoB B MEXAaHM3Mbl 'MOKOCTH. B Toxke Bpems, HE0OX0IuMO
o0paTuTh BHHUMaHHE Ha HEOOXOAMMOCTb YCOBEPILIEHCTBOBAHHUS MpPaBWJI U MPOLELYD,
CBSI3aHHBIX C OOOCHOBAaHUEM, MOJArOTOBKOW M peanu3alueil Takux HOpOeKTOB. ITO
IpENoaaraeT HCHOJAb30BaHUE YIPOUIEHHBIX METOAOJOIMH M pacueToB, MEPECMOTP
CYIIECTBYIOIIUX IOAXOJO0B K MPUHIMUIAM JOMOJHUTEIBHOCTH U ONPEAEICHUIO TPAHHULL
poeKTa. AHajIu3 pbIHKA J0OPOBOJIBHBIX COKPALIEHUH MOKa3bIBaeT, 4To 0koyio 30% ero
IPOEKTOB Momnaaaer uMeHHo Ha cekrop 3U3JIX, u, cienoBaTenbHO, UCHOJIB30BaHHE
Oonee ruOKOro MojaxojAa MO3BOJIMT AKTUBU3MPOBATH JESATEIBHOCTh B JAHHOM CEKTOpE U
HOJIOKUT HayaJlo peajin3aluy NoA00HbIX TpoeKkToB B pamkax CO.

B nesdrenbHOCTh IO COBMECTHOMY OCYHIECTBICHHMIO MBI IPEJIaraéM BKJIFOYHUTH
TaK)K€ KaTeropuu MPOEKTOB, CBSA3aHHBIX C BOCCTAHOBJICHMEM W COXpaHEHHEeM OOJIOT,
YCTOMYMBBIM JIECOTIOIH30BAHUEM U 3€MIICTIONB30BAHUEM.

Kak yxe HEeOZHOKpaTHO OTMEYaloCh, YTOOBI JOCTHYb aMOMIIMO3HBIX IEJNeH MO
COKpAILIEHUIO BHIOPOCOB B IMOCT-KMOTCKOM THIE€pHOJe, HEOOXOJWMO BOBIIEKATh BCE
MMEIOIHAECS Y CTPAaH BO3MOXHOCTU. B 3TON CBsi3M, BTOPOM IEPUOJ OTBETCTBEHHOCTH
notpebyer Oosiee mojHOro BKIOUeHHsI cekropa 3U3JIX B nedrenbHOCTh B paMKax
MEXaHM3MOB T'MOKOCTH, YTO MOBJIEYET 3a COOOM paJMKallbHOE M3MEHEHUE HBIHEIIHEro
MOJIX0Jla K Y4Y€Ty MOTJIOLIEHUsI U BBIOPOCOB yriepoAa U Mepexoja K IMOJTHOMY Y4YeTy
OamaHca yriiepoja Ha BCEX 3eMJIAX Oe3 UCKIoYeHHus. J[BuUrasch B 9TOM HaIpaBJEHUU,
HEOOXOJMMO HaWTH KOMIIPOMHCC MEXKAY TEOPETHYECKH BO3MOKHBIM W TEXHUYECKU
OCYILIECTBUMBIM Y4YeTaMH TaKoro OajlaHCa M YCTaHOBUTH mpuemiemyro it CTOpoH
CTENIEHb HEONPEAEIEHHOCTH. DTO MO3BOJIUT 3HAYUTEIILHO aKTUBU3UPOBATD JIEATEIHHOCTD
CEeKTOpa M pealu3aluio MPOEKTOB, JEHCTBUTEIBHO HAMPABIEHHBIX HAa CMSATYEHUE
BO3/JICHCTBUS Ha KJIMMAT U OXpaHy OKPY>KaIoIIel cpeibl.



-10 -

Pecnyonmka benapyce oOpamraer oco0oe BHHUMaHHe Ha HEOOXOIUMOCTh
BKITIOYCHHS B TIOCT-KHMOTCKUH TIEPUOJI IPOSKTOB MO 3a00JaUYMBaHUI0 (BOCCTAHOBIICHHIO)
OTpabOTaHHBIX U JIETPATUPOBAHHBIX TOP(SIHUKOB. 3amachkl yriepoaa Ha 3THUX 3eMIISIX
orpomMHbl. [lo HEKOTOPBIM OIIEHKaM J3MHCCUHU YTJepola OT JerparupOBaHHBIX
TopdsiHrkoB mpeBbiatoT 10% Bcex ri100anbHBIX BBIOPOCOB MAPHUKOBBIX Ta30B OT
C)KUTaHHsI HWCKOIAeMOro TOIUIMBA. IIPOEKTHI 1O BOCCTAaHOBJICHHIO W COXPAHCHUIO
TOpGSHBIX  OO0JOT TIOMUMO  KIUMATHYECKUX MPEUMYIIECTB HECYT U  HHBIC
NPUPOJOOXPAHHBIE M COLMAIbHBIC BBITOABI. JIMKBUIAIMS TIOXKApOB, IOBBIIICHHE
OropazHooOpa3usl, MepPexo/] K MPUHITUIIAM YCTOMYUBOTO Pa3BUTHUS — OCHOBHBIC U3 HHX.

I.D. FapaHmuposamb  3KOJIO2UYECKYO  UeJ/IOCMHOCMb U  OUEHKY
donosiIHUmenbHocmu nocpedcmeom pa3spabomku nepey4yHs
noJsioKumeJsibHbIX U ompuyamesibHbix 8udoe dessmesibHocmu

PecniyOnuka benapycek cuntaert, 4To moJ0O0HBIN MOAXO0/T TOJKEH pacCMaTpUBATHCS
C OIpeAeNeHHON OCTOPOKHOCTBbIO. [[s1 MOCTHKEHHs IeNM COKpalleHUsi BhIOPOCOB
NAapHUKOBBIX Ta30B B paMKaX MEXaHM3MOB TMOKOCTH JIOJDKHBI paccMaTpUBaThCS BCE
BO3MOXKHbBIE BUJIBI JIEATEILHOCTH, BEAYIINE K ATON LEJH, C yYETOM TpeOOBaHUS PhIHKA 1O
MUHUMU3ALNN YIETbHBIX 3aTPaT Ha COKpaIlleHue BEIOPOCOB.

Bormpoc pa3paboTku mepeuHs «IOJIOKHUTEIbHBIX» U «OTPULATENIbHBIX» MPOEKTOB
npenosiaraeTcss 00CyKIaTh HCXOAS U3 KpUTepHeB (POPMUPOBAHUSA TAKOTO MEPEUHs,
OpaBWJI IO €ro MepecMOTpPy, ydeTa HalMOHAJIBHBIX OCOOCHHOCTEH, HaIU4us YKe
CYUIECTBYIOIIMX MPOEKTOB, MOTEHLHMAJIbHO TMOMAJAIIUX B IepedyeHb. B obmactu
CMSITUCHUS W3MEHEHMsI KJIMMaTa MEXaHM3Mbl, OCHOBAHHBIE Ha CO3[aHUU PHIHOYHBIX
CTUMYJIOB JIJIsl CHMKEHUS BHIOPOCOB M YBEJIMUYEHHUS MOTJIONIEHUSI TAPHUKOBBIX T'a30B, BO
MHOTHX CJIyd4asX OKa3bIBalOTCA Topa3no Oosiee >PGEKTUBHBIMU, YEM TpPAIULUOHHBIC
MOJIXO0/IbI IO HOPMUPOBAHHIO BEIOPOCOB MIIH TIIATEXKH 32 3arps3HEHHeE.

MoOXHO TPENNoiI0XKUTh, YTO H30MpaATEIbHBIM TOAXO0A OOJBIIE COOTBETCTBYET
HallMOHAJLHOMY YPOBHIO, KOTJIa KaKJas CTpaHa yCTaHABIMBAeT, Kakas MPOCKTHas
NeSATEeILHOCTD SIBIISICTCS /171l Hee IPUOPUTETHOM, a KaKas - HeT.

lLE. Bkmwo4yumb  coemMeuweHHble 8bi200bl KaK Kpumepul  0Onsi
OKOHYamesnbHOl demepMuUHayuu NPoeKmos

Pecnybnuka benapych monaraer, 4to y Kax10# cTpaHbl, IPUHUMAIOIIEH TPOEKTHI,
€CThb CBO€ IOHMMAaHUE IPUHLUIA COBMEILECHHBIX BBITOJ W TOM ACATEIBHOCTH, KOTOpas
3TUM TPUHIUIAM COOTBeTCTBYyeT. (ClieJoBaTeNbHO, MOJOOHBIE KPUTEPHUH Kaxaas
CropoHa MOXET YCTaHaBIMBAaTb CAMOCTOSTEIBHO M B JAJbHEWIIEM OCYILECTBIATh
pPEryJIMpOBAHUE YEpe3 HAUMOHAIbHBIE MEXAHU3MbI 110 IIOOLIPEHUIO IIPOEKTOB C
COBMEILICHHBIMU BBITOAAMM (YMEHBILIEHHUE HAJOrOB, IUIATEXKEH, COKpaLleHHE CpOKa
MPOXO0KACHUS POLIEAYp U T.I1.)



-11 -
lll. Topeoens ebibpocamu

lllLA. lMpedcmaeumsb mop208sito ebl6bpocamu Ha OCHOB8aHuUu
cekmoparsbHbIX yeneu

PecnyOonuka benapych cuuTaer, 4TO TOProBis BBIOpOCAMH Ha OCHOBAaHUU
YCTaHOBJICHHBIX KOJIMYECTB BHIOPOCOB MO CEKTOPAM MOXKET MOMOYb JIY4Ille€ OPraHU30BaTh
paboTy 1o COKpamieHuIo0 BRIOPOCOB B cekTopax. Ho cexTopanbHbie 00s13aT€NbCTBA HU B
KOEM cllydyae He JOJKHBI 3aMEHSATh HallMOHANIbHBIE 00s3aTenbCcTBAa. MBI mpesiaraem,
YTOOBI CEKTOPAIbHBIN MOAXOJ] MOT PEAM30BBIBATHCS KaK ajlbTEpPHATHBA, MapaJlJIeIbHO C
00s13aTeILCTBAMH IO COKpPAIICHUIO, IPUHATHIMUA CTPAHOU B 1esioM. B mrobom ciydae, y
Kax10i CTOpPOHBI IOJDKHO OBITH MPAaBO CaMOW periaTh, KaKOW MOAXOJ AJig Hee Oyner
ONTUMAaJIbHBIM.

B npunnune Hu4ero He 3ampemiaer JIBYM CTpaHaM WM TpyIIe CTpaH
JIOTOBOPUTHCSI MEKTy COOOM O BBEJICHUU TOPTOBJIM BEIOPOCAMU HA CEKTOPAIIbHOW OCHOBE
yXKe ceiluac, KaKk B pPaMKaxX CXEMbl «3€JICHbIX» WHBECTHUIIMH, TaK U B paMKax pbIHKA
JIOOPOBOJIBHBIX COKpallleHHil. BO3MOXXHOCTh TOProOBIIM BhIOpOCAMU MEXY Pa3BUTHIMU
CTpaHaMU U Pa3BUBAIOIIUMUCSA, MUMEIOLIMMU LIEJIU MO0 OTPAHUYECHHUIO WU CHIKEHHIO
BHIOPOCOB, Ha CEKTOPHOM WM Ha HAlUMOHAJIBLHOM YpPOBHE — BeUlb HOBas U
MPUHIIMIHAIBHO BakHas. [IpencraBisieTcs, 4To Takas BO3MOXKHOCTH JOJKHA OBITh
3auKCMpOBaHa B HOBOM corjiameHnn B KomeHrareHe, oqHaKo €€ JIeTaiu, Halpumep,
YCIIOBUSI U KPUTEPUU JUIsl YYACTHsl Pa3BUBAIOLIMXCS CTPAaH, MOTYT OBITh OINpPEIEICHBI
M03K€ B «HOBBIX MappakemcKiX COrJIaleHusIX».

lll.B. lNMpedcmasumsb mopeaoesiro eblibpocamu Ha OCHoeaHuu
coomeemcmeyrouux HayuoHasibHbIX Mep Mo CMA24Y€HUO

PecnyOonuka bemapych mopmepkuBaeT  BO3MOXKHOE  YCOBEPIICHCTBOBAHUE
TOPTOBJIHM BEIOpOCAMHU, KOTOPOE MOXKET OBITh OCHOBaHO Ha HaIMOHaNbHBIX TUTaHAX
NPUEMJIEMBIX MEp TO CMSTUYCHHIO BO3JCHCTBHS HAa KJIMMAT, MPEICTABIISIONUX COOOM
oTpeieTICHHbBIE TOOPOBOJIBHBIE 00S3aTEIBCTBA.

MeponpusTis, BXOASIIME B IUTaH, JO/DKHBI OBITh YETKO TPONHUCAHBI U WX
BBITTOJIHEHUE JTOJDKHO JIETANBHO OTCIEKHUBATHCA. JIOMKHBI OBITH OINpENEeICHbI TPaHUIIBI
(chepa oxBara) TuiaHa ¢ TeM, YTOOBI HCKIIOYHUTH «yTEUKW» BBIOPOCOB 3a MPEAEIIbI
CTpaHbl, HallpUMeEp, NPU TEPEHOCE MECTOIOJIOKEHUSI YHEProeMKOro Mpou3BOjACTBA. B
CJydae TIEPEBBITIOIHEHHUS TUIaHA BBITYCKAIOTCSI COOTBETCTBYIOINIUE YTIIIEPOIHBIE €IUHUIIBI
(HYy’>KHO OTIpEIETUTh UX CTAaTyC), KOTOPhIE MOTYT OBITh MPOJAHBI HA YIIIEPOJHOM PBIHKE,
Opd 3TOM He TpeOyeTcsl J0Ka3aTelabCTB JOMOJHUTEIBLHOCTH IPOEKTa WM pacyeTa
0azoBoil nmuHMK. CreayeT 3aMeTHTh, YTO HEBBITIOJHEHHE IUIaHA B JTAHHOM Cly4ae He
BJICUET HEOOXOJMMOCTH MOKYIKHA BHIOPOCOB, KaK M HE SIBISICTCS OCHOBAaHHMEM TSI KaKUX
a100 HaKa3aHWH, MOCKOJBKY 00s3aTeNbCTBA, OCHOBaHHBIE Ha HalmoHaIBHBIX TUTaHAX
NIPUEMJIEMBIX JCUCTBUIO MO CMSATYEHUIO BO3JCUCTBUS Ha KIIMMAT, SIBISIOTCS TIO CBOCH
npupoie 10OPOBOJIBHBIMH.
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lll.C. lMpedcmaeumsb cesizb MexAdy cucmemamMu mopa0e8siu ebibpocamu 8
cmpaHax lNMpunoxeHusi | u 0o6poeoIbLHLIMU cUCMeMaMu Mop206JiU 8
cmpaHax, He exodsiuux 8 lMpunoxeHue |

PecniyOnuka benmapych  monjep:kMBaeT  BO3MOXHOE — YCOBEPIICHCTBOBAHUE
TOPrOBJIM BBIOpOCAMH, KOTOpPOE BOBJIEKAeT OoJiee IMUPOKHM Kpyr cTpaH. Kak ObLIO
npennoxxeHo Boimie B [11.B, Heo6xoaumo pa3paboTaTh COOTBETCTBYIOIIEE PYKOBOJICTBO C
onucaHueM TpeOOBaHUN MPUEMIIEMOCTH M KPUTEPHEB JIOCTyNa K TOProBIlie BhIOpOCaMU
JUISL CTpaH, He UMEIOIIUX YCTAHOBIEHHOTO KOJIMYECTBA.

HeoOxonumo, Takke, 0OpaTUTh BHUMAHUE Ha BO3MOXKHOCTh OOBEIMHEHHUS BCEX
UMEIOIUXCST  YIJIEPOAHBIX PBIHKOB BKJIIOYAsl PBIHOK JOOPOBOJIBHBIX COKpAllleHUN
BbIOpocOB. Takasi «COmpspKeHHas» CHCTeMa MEXKIYHAPOJHOW TOProOBJIM BHIOpOCAMHU U
COKpAILIEHUSIMU BBIOPOCOB CYIIECTBEHHO PACHIUPUT PAMKH MOTEHIIMAIBHBIX POEKTOB, U
MOBBICUT YCTOMYMBOCTH TJIOOATBHOTO YIIepoAHOro phiHka. HeobOxoaumo ompenenutsb
TpeOoBaHUsI K cucTeMaM (CTaHmapTaMm), 4YTOOBI TOSBHJIACh BO3MOXHOCTb IS
TpaHcGopMaIuu YIIIEPOIHBIX €AMHMUII, BKIIIOUasl €AMHUIIBI JOOPOBOIBHBIX COKPAIICHHIHA,

13 OJHOM B APYIYIO.

IV. BonpochkIl N0 KOMMJI€eKCHOMY Mooxogdy

IV.A. Ocmasumb uslu UCKJIIOYUMb  O2PaHUYEHUSsI MO  fepeHocy
(coxpaHeHuro) Kuomckux eQuHuy,

PecniyOnuka benapych cuumrtaer, 4To OTCYTCTBUE OIPAaHUYEHUIl IO NEPEHOCY
VIJIEPOAHBIX  €AMHMII Ha  CIEAYIOIIMA [EepUoJ  OTBETCTBEHHOCTH  IOBBIIIAET
PKOHOMHYECKYIO 3(PPEKTUBHOCTh YIJIEPOJHOIO PBIHKA U J00aBIISIET YBEPEHHOCTH €O
Y4aCTHUKaM B HAJIMYUU JOJITOCPOYHBIX MEPCIEKTUB.

CropoHpl M WX  KOMIIAHMHM  COXpaHAT  BO3MOYKHOCTb  OTKJIAJbIBaTh
HEHCIIOIb30BAHHBIE pa3pelIeHus] Ha BBIOPOCH Ha OyaylIue MEepHUOIbI, YTO TO3BOJHUT
OpEeaNpUATUSIM BBIOMpaTh HauOojee THUOKHME BO BPEMEHH CTPATETHH CHUIKCHHS
BBIOPOCOB.

IV.B. U3smMeHumsb numum no crnucaHur epemeHHbIx CCB u 00/120CPOYHbIX
CcCB

PecniyOnuka benapych cuuTaet, 4To ACMCTBYIOIME B HACTOSALIEE BPEMS JTUMUTHI
no cnucanuto BpeMmeHHbIX CCB m ponrocpousnsix CCB MemiaeT NOJHOLEHHOMY
ocymiecTBiaeHuto npoektoB MYP, ocobenno B cexkrope 3U3JIX. [ns BTOpOoro mepuosa
OTBETCTBEHHOCTH, I'/le OyAeT TOJBKO BO3pAcTaThb Ba)XXKHOCTb PEAM3ALMU MPOEKTOB IO
COKpAaIlleHUI0 BBIOPOCOB W yBeIWYEeHUIO CTOKOB B cektope 3M3JIX, Heobxomumo
M3MEHUTD 3TH MpaBUIa, YTO MO3BOJUT JOCTUYD OOJIBIIETO MApUTETa MEXTY PA3IMYHBIMU
YIIEPOIHBIMU €UHULIAMH HA MEXKIYHAPOIHOM PBIHKE.
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IV.C. Beecmu npuHyun 3aumcmeoeaHusi EYK u3 nocnedyrowux nepuooos
omeemcmeeHHoCmMu

PecnyOonuka bemapych cuumraer, dYTO BHEAPEHHME MEXaHHM3Ma I[epeHoca
(omamxuBanus) EYK u3 nocneayromumx nepuoaoB OTBETCTBEHHOCTH MO3BOJIUT YIyUIITUTh
TUOKOCTB BCEHl CXeMBbI 0053aTEIBCTB, a TAKKE Pad0Ty MEXAYHAPOIHOTO PHIHKA TOPTOBIIH
BHIOpOCAaMM M COKpaIlleHUSMH BbIOpocoB. JlaHHOe paspelieHue MpuoodOpeTaer
CTPaTErMYeCKy0 BaKHOCTb JJIsI CTPaH, KOTOPBIE MO HEKOTOPBIM NPUYMHAM HE MOTYT
CTaThb AKTUBHBIMM YYaCTHHKAaMH  YIJIEPOAHOTO pPBIHKA U3-32 HEBO3MOXHOCTH
rapaHTUpOBaTh BCE TEKylMe U oAoOpeHHble MpoekTsl crnucaHueM EVYK. Hampumep,
nMmeroTes crpanbl [Ipunoxenus I, KOTOpele HE MMEIOT YCTAaHOBJIEHHOTO KOJMYECTBA B
IIEPBOM TIEPHOJIE OTBETCTBEHHOCTM M HE MOTYT BOCIOJb30BaTHCS YIVIEPOIHBIMH
KpeIuTaMu ISl peaid3aliy JOMOJHUTEIBHBIX MEp MO COKpAIIEHUIO BBIOPOCOB U
YBEIIMYEHHUIO MMOTJIOMICHUS MTAPHUKOBBIX Ta30B.

B Toxxe BpeMs, mpu NPUHATUU TaKON CXEMbI HEOOXOJMMO YCTAaHOBUTH HEKOTOPHIE
KOJMYECTBEHHbIC OrPAaHUYECHUS TMPU MCIOJIB30BAHUM JAHHOM MPOLEIYpPbI, YTOObI
WCKJIIOYNTHh MOCTOSIHHOE WJIM HeorpaHnueHHoe 3anMmcTBoBaHune EYK wm3 mocnemyrommx
MIEPUOJI0OB OTBETCTBEHHOCTH.

IV.D. Pacwupumb OOJ/1l0 COBMECMHO20 UCMOJ/Ib308aHUsi 00x0008
yas1epoOHO020 pbIHKa

Pecnybnuka benapych cuuTaeT, 4To HampaBJiCHUE YacTH OXOJOB, MOJYyYESHHBIX
OT CJHIEJIOK Ha YIVIEPOJAHOM pBIHKE, Ha Jpyrue TIOOaJIbHBIC IEIW TOMHMO Ielel
COKpaIleHus: BBHIOPOCOB (HampuMmep, Ha LeNd aJanTalliid) MOXKET HUMETh HEKOTOpPbhIe
oTpuIlaTeNbHble TociencTBus. [Ipexxae Bcero, OYeBHIHO, YTO MEPHI MO CMSATYCHHIO
BO3JICUCTBUS HAa KJIMMaT HE MEHee Ba)KHbI M CPOYHBI, YeM MEphl MO aJamnTallud, U
TpeOYIOT CBOCBPEMEHHBIX M COOTBETCTBYIOIIMX pecypcoB. OTKIagbIBaHUE peaTH3alluu
9TUX MEp H3-3a HEJO0CTaTKa CPEACTB MPUBEACT B TMOCISAYIOIIEM K HEHUCUYUCIHMO
OONBITUM pacxojiaM Ha ajgantainuio. OTHOCUTENHHO MPUEMIIEMbIN MPOICHT OTYMUCICHUN
or CO u TOpProBiaM BHIOPOCAMH HE CMOXET PEIIUTh MPOOJEMbl HAIMOJTHEHUS
aZanTalMoOHHOTO (OHIA, B TOXKE BpPEMs, MOXKET CHU3UTh CTUMYJIHUPOBAHUE MPOCKTHOU
NeSATeILHOCTH, JI€30PUCHTHPOBATH BJIAJICTBIIEB MPOEKTOB M TMOKYyMAaTeIeH COKpaIleHUMH,
WCKa3UTh PHIHOYHBIE I[EHBI.

JlanHbli Bomipoc TpeOyeT NaibHeHIIero u3y4eHus, B TOM 4Hcliie, B YaCTH MOUCKa
BO3MOJKHBIX &JIbTCPHATUBHBIX BAPUAHTOB.
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MpunoxeHue 2. NpepnoxeHna no AanbHenwWwWeMy ynyyleHUIo
oTAeNbHbIX KOMMNOHEHTOB MeXaHU3MOB rMGKOCTH

Il. CoemecmHoe ocywecmesieHue

IlLA. Napanmupoeamb, Ymo nNooxoodsl k npoekmam CO e cekmope 3UIJIX
6ydym coomeemcmeogamsb rpuHyunam obpaweHusi ¢ 3UI3JIX coanacHo
napazpagam 3 u 4 Cmambu 3 Kuomcko20 npomokorsna

PecnyOnuka  bemapych  monanepkuBaeT — HEOOXOOUMOCTb — T'apaHTUPOBATH
cootBercTBUe npuHuunaMm Crateu 3 (maparpadst 3 u 4) Kuorckoro mporokona mnpu
BBINIOJIHEHUU MTPOoeKTOB B cekTope 3U3JIX B pamkax mexanuzma CO. OZHOBpEMEHHO Mbl
aKLIEHTUPYEM BHUMaHHE Ha HEOOXOJIMMOCTH JaJbHEHIIEro OOCYXAECHMS MOIXOJO0B K
pexumy peanusanuu npoektoB CO, HampaBieHHBIX Ha YBEJIMYEHHUE IOIJIOMICHUS
NAapHUKOBBIX T'a30B, C PACIIMPEHUEM KaTEropuil MOTJIOTUTENEH, BKIIOYAsl MPOEKThI MO
BOCCTAHOBJICHUIO U YIIPaBICHHUIO TOPPSIHUKAMH.

I.LB. Besecmu nodxo0dbi k npoekmam CO e cekmope 3U3JIX, komopskie
aHasi02uYHbl nodxodam K npoekmam no obsieceHuro u
Jnecoeo306HoenneHuro M4P

Pecnyonuka benapych mnomanepkuBaeT HEOOXOJUMOCTh BBEACHHUS MOAXOJOB K
npoektam CO B cektope 3M3JIX, xoTOpble aHAJIOrMYHBI MOJIXOJAaM K IPOEKTaM IO
obnecenuto u yecoBo3oOHOBIeHHIO MYP. B Toxe Bpems, mpemigaraeM paciidpHTh
KAaTeropuu MNOIJOTUTENEN NMpU MOATOTOBKE M peanu3auuu npoektoB CO (cMm. Takxke
paznen «lIpunoxenue 1», mynkr I1.C).

I.C. Beecmu erdumoeaHue Ha OCHoeaHuu coomeemcmseyrouux
HaUUOHAaJIbHbIX Mep Mo CMsA24YeHUr

PecriyOnuka benapych moanepkuBaeT HEOOXOAMMOCTh BBEACHMSI KPEIUTOBAHUS
IPOEKTOB CTpaH uepe3 TOProBIK COKpAIICHUSIMH BBIOPOCOB Ha OCHOBE HX
HannoHanbHBIX IJIAHOB TNPUEMIIEMBIX MEp IO CMSTYEHHUIO BO3JACICTBUN Ha KJIMMAT,
NPEJICTABISAIOMUX COOOM oOlpeneneHHble JA00pOBOJIbHBIE 0053aTeIbCTBA (CM. TaKkKe
paznaen «lIpunoxenue 1», myHkt I11.B).
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I.D. Beecmu apyayro HabnrodamesibHy o cmpykmypy u
Op2aHuU3auUuoHHbIe Mepbl 8 crly4ae U3MeHeHuUsi o6bemoe dessmesibHOCMuU 8
pamkax CO; IL.LE. U3smeHumb cocmae 4sieHoe UCMoJIHUMesIbHo20 cosema
onsi eapaHmuu o6bekmueHo2o y4acmusi CmopoH; IIL.F. [lepedamb
¢yHKUyuu cekpemapuama no noddepixke JISC opyzoli ope2aHu3zayuu

PecriyOnuka benmapych cuMTaer, 4YTO COCTOSSHUE CTPYKTYPbl U HHCTHTYTOB
HaOJII0/ICHNU 32 BBIMOJTHEHHEM PYKOBOIAIINX TPUHIHUIOB CO IT0KHO OBITH a/IeKBaTHBIM
MOBBIIIEHUIO POJIM MEXaHU3MOB THOKOCTH BO BTOPOM IEPUOJI€ OTBETCTBEHHOCTH.

Il.G. [Mpedcmaeumsb arbmepHamueHble UHCMumMyuyuoHasibHble
Meponpusimus 0511 demepMuHayuu u eepugukayuu

B nensax cHuwkeHHus HeoOs3aTeNbHBIX 3aTpaT (TPaH3aKLUOHHBIX M3AEPHKEK) IO
NPOEKTHHIM MEXaHHW3MaM H B pPaMKax «TBEPAONH» CXEMbI «3E€JECHBIX» WHBECTHIINN
Pecnybnmuka benmapych mpemmaraeT paccMOTpeTh BO3MOXKHOCTh DPACHIMPEHHS CIIHCKA
BepU(PHUKAIIMOHHBIX KOMIIAHUN, a TaK)Ke CO3JaHHs MHCTUTYTA (CHCTEMBI) HE3aBUCHMBIX
SKCIEPTOB JJISl TPOBEACHHS ICTEPMUHAIINH M Bepu(pUKauu. YBEIUYCHUE TIPEATIOKEHHHI
Ha PhIHKE TaKUX YCIYT TOJKHO CKA3aThCs HAa UX LIEHOBBIX XapaKTEPHCTUKAX.

Pecnyonuka benapych cuuTaer, 4To HEOOXOAMMO OOCYAUTh BO3MOXHOE
YBEITMYEHHUE POJIM W OTBETCTBEHHOCTH CTOpPOH B TPOBENEHUH TMPOLEAYP IO
JIETePMHUHALNN U BepUPUKAMH. MOXKHO PacCMOTPETh MPUHIUIBI U YCIOBHUS CO3JaHHUS
HAIIMOHAIBHBIX AyJUTOPCKUX OpraHM3alui, padOTaoONMX Ha OCHOBAHWU BBIIAHHOU
MEXIyHAPOAHON IUIICH3UH HA TPOBENEHUE NEATENHbHOCTH IO HE3aBHCHMOW OIICHKE
NPOEKTOB. JTO TMO3BOJWIO OBl YCKOPHUTH MPOLEAYPY NPOXOXKICHHUS MPOEKTOB M
3HAYUTEIHHO YMEHBIIUTh TPAH3AKIHOHHBIC W3IACPKKH, UYTO SIBIACTCS KPUTHYECKU
BOXHBIM 711 HEOONBIIMX IO OOBEMY COKpAIICHHWH TPOEKTOB (CM. TakKe pasfieln
«IIpunoxenue 1», nynkr IL.E.).

Il.I. lMpoeodumsb pa3nuyus e cmeneHu docmyrna CmMOPOH K MexaHuU3Mam
nocpedcmeom Ucrosib308aHUs1 UHOUKamopos

PecniyOnuka benapychk cuntaet, 4To He0OX0AUMO 0OCYAUTH BO3MOKHOE BBE/ICHUE
OTIPEJICICHHBIX MHAMKATOPOB AJsi (OPMUPOBAHMS PA3IUYHbBIX yciIoBUil qoctyna CTOpoH
K THOKMM MexaHu3MaM, ocobeHHo MYP. DTo cTaHOBHUTCS BaKHBIM [UJIsl CTpaH, HE
Bxomamux B [lpunoxenne | u mnpuHUMarommMm o0sA3aTeNbcTBA B paMKax HX
HannoHanbHBIX MJIaHOB MPUEMJIEMBIX MEP M0 CMATYCHUIO U3MEHECHHUH KIIMMaTa.

Il.J. O6ne24yumb Jdocmyn Kk npoekmam CO Ons  HeKomMopbIx
npuHumarowux CmopoH; Il.K. Beecmu pa3nuyHbIl pexxum ymeep)xoeHusi
pa3HbIX Kame20puu nfApoeKmoe8 8 3aeucumMocmu om npuHUMarweu
CmopoHbI

[TonnepxuBast B 11e0M 00CYXIeHHE BOIpoca 00 00JIerdeHn  Mpoueayp AOCTyna
K MexaHu3MmaM rudkoctu, Pecnybnuka benapyce cumtaer, uro nuddepeHnnpoBaHHbINA
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noaxona l'IOTpe6yeT BBCACHUSA OOIIOJIHUTCIBHBIX KPUTCPUCB IIPUCMICMOCTH, YTO
YCIIOXKHHUT U TaK HCIIPOCTYIO CUCTCMY KOHTPOJIA HaAd BBIIIOJIHCHUEM YK€ CYHICCTBYIOIIUX
MeCT  KPUTCPHUCB. OO0JierueHHbIN OOCTYyIl  MOXKCET OBITH OIIpaBAAHHBIM  IJIA
MaJIOMacCIITaOHBIX IMPOCKTOB, a4 TAaKXC IIPOCKTOB HNMCIOIINX 6OJ'IBHIYIO COLUAIIBHYIO
HaIIpaBJICHHOCTD.

Il.L. YcmaHoeumb omHocumersibHble pa3mMepbl nompebHocmu e munax
npoekmoe, Komopble HanpaesieHbl Ha ycmou4ueoe passumue
npuHumarouwux CmopoH

PecniyOnuka benapych mnpuaepKUBaeTCsi MHEHHS, YTO B MOJOOHBIX CIydasx
CropoHa cama JOJDKHA YCTaHABJIMBATh MpaBUJia BBEJICHUS HAlMOHAIBHBIE MPOMOPLUN
MEXy THIAaMH TMPOEKTOB WJIM BBECTH 3alpeT Ha HEKOTOPYIO AEATEIbHOCTh B paMKax
MEXaHU3MOB TMOKOCTH, KOTOpasi HE OTBEYAET CTPATETHH YCTOWYMBOTO PA3BUTHSI CTPaHbI
WIH IPOTUBOPEYUT APYTUM HAITMOHAIILHBIM MPUOPUTETAM.

Il.LN. OepaHu4yumb MexaHu3m co deycmopoHHel npoeKmHou
desimesibHOCMbIO

Pecnyonuka benapych cuutaet, uro go0oe orpannueHre mexanuzma CO Moxer
MIPUBECTH K CHUKEHUIO MPOEKTHOM aKTUBHOCTH 1O ITAHHOMY MEXaHHU3MY.

1.O. [Mpedcmaeumsb creyuarnbHbie MynbmunauKkayuoHHbIe
koagppuyueHmbl Onsi yMeHbWeHUsi 5ubo yeesluveHUs1 COKpauweHul
eblbpocoe, Nnosly4eHHbIX om oripedesieHHbIX MUnoe rMPoeKkmoe

PecnyOnuka benapych cumTaeT, 4To BBEIEHUE KAKUX-TUOO MYJbTUILIMKATUBHBIX
¢dakTopoB OymeT HCKaXaTh CBA3b MEXIy IBYMs O0a30BBIMH WH(GOPMAIIMOHHBIMU
CUCTEMaMH MOHUTOPHUHIA 00s3aTeNbCTB Kak10i CTOpoHbI - HalmoHaneHbIM KaJacTpoM
IIAPHUKOBBIX ra3oB M HanuonansHBIM peecTpoM yriiepoAHslx enuHul. Kpome Toro,
Takue KOA(pQUIMEHTH BHECYT WCKQXCHHS B YIJIEPOJHBIA PBIHOK W HAHECYT ymiepo
HKOJIOTMYECKOH 1IEJIOCTHOCTU MEXAHU3MOB T'MOKOCTH.

Il.LP. Ucnonb3oeamb anobanbHble memMnepamypHblie MnomeHyuasnbl
eMecmo nomeHyuasoe 2/;106asbHO20 NnomensieHus

Pecnybnuka benapych npuaepkuBaeTcs MHEHUS, 4TO JAHHBIM Bompoc TpeOyer
JONOJHUTENBHOIO paccMoTpenust. Ilpexkae Bcero, mneinecooOpasHO OOpaTUTBCS €
3anpocoM k MIDUK st monydeHus: HAydHOro OOOCHOBaHHUS TaKOW BO3MOXKHOCTH, a
3aTeM BbIHECTH Bonpoc Ha paccMoTpenne BOKHTA.
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I.Q. Bknrw4Yumb nepedayy mexHOJI02UU KaK Kpumepul Osii umoeoeoli
demepMuHayuu nPoekmHou dessimesibHOCMuU

Pecnyonuka benapycs He Bo3paxaeT MPOTUB BKIIOUCHUS TIEpeaun TEXHOJIOTUU B
KPUTEPUU TSI UTOTOBOM JETEPMHUHAIIMU, HO TOJIBKO B TOM CIIy4a€ €CJIU TaKOW KPUTEPHUIl
OyleT MOMOJHUTENbHBIM K HalUMOHAIBHBIM. Y Kaxaoh CTOpOHBI, NpPUHUMAIOLIEH
MPOEKTHI, €CTh CBOM HALMOHAJIbHBIE KPUTECPUU ISl OLIEHKM BCEX BO3MOKHBIX BBITOJ H
00CTOATENBCTB, KOTOPHIE CIIOCOOCTBYIOT BBIOOPY M MOJJEPKKE JaHHOW CTPAHOM TOTO
uin uHoro mpoekta. [lomoOubie kpuTepuu kaxaas CTOpoHa yCTaHABIMBAET B paMKax
CBOEH MpPOIEAYPhl YTBEPKIACHUS MPOEKTOB (CM. Takxke pazzaen «llpunoxkenue 1», myHKT
ILE).

lll. Topzoensi ebibpocamu

llIl.LA. YcmpaHumb o2paHuU4YeHusi Mo mopaoeJsie U Ucrnosib308aHuro
onpeodesieHHbIXx munoe Kuomckux eQuHUY, 8 paMKax HayUOHallbHbIX U
pe2uoHasibHbIX cXeM mop20eJsiu

PecniyOnuka benapych cuMtaer, 4To CTpaHbl WIH TPyl CTPaH, KOTOPbIE CO3AalIN
HAIMOHAIBHBIE HJIM PETHOHATIBHBIE CXEMBI TOPTOBIM MPH 0OOCHOBAHUN OTPaHHYCHHUH HA
UCIIOJIb30BAHWE OIPEACIICHHBIX TUNOB KHOTCKMX eauHMIl B paMKaXx HX CXeM
PYKOBOJICTBOBAJIMCH HALMOHAJIBHBIMU M PETMOHAIBHBIMU MHTEpEcamMu. B Toxke Bpems, ¢
TOYKH 3peHUs 0oJiee MHTEHCHMBHOIO COKpAllleHHWs BBIOPOCOB B MHpE, YBEIMUYEHUS
KOHKYPEHIIMM Ha YTJIEPOIHBIX PbIHKaX ObUIO Obl pallMOHAJIEHO YMEHBIIMTH WA CHSTH
OTpaHUYEHUS II0 HCIOJIb30BAHUIO PA3JIMYHBIX THUIIOB YIVIEPOAHBIX EIHMHMI], a TAKXKE
eIUHUIL T0OPOBOJIBHBIX COKPAIICHWH B paMKaxX HAIlMOHAIBHBIX M PETMOHAJIBHBIX CXEM
TOPTOBIIN.

lll.B. lMoebicumb napumem mexa0y pa3HbiMu munamu Kuomckux eQuHuy,

Pecnybnuka benmapych cuuTaer, 4ro B LENSAX TMOBBIIICHHS THOKOCTH U
3¢ PEeKTUBHOCTH  MIIOOATBHOTO  YIJIEPOJHOTO  pPBIHKA, YHPOIIEHUS  TPaH3aKIHHA
VIJIEPOIHBIX EAMHUIl IIeJIeco00pa3HO OOCYAMTH BOMPOC O TOBBIIIEHUH CTENEHH
YHU(UKALIUY PAa3TUYHBIX THIIOB YIJIEPOAHBIX €AHHUILL.

lll.C. YMeHbwumsb pe3epe nepuoda omeemcmeeHHoOCmuU;
Illl.D. Yeenuyumsb pe3epe nepuoda omeemcmeeHHoOCMu

Pecnyonuka bemapych He OyaeT Bo3pakaTh MPOTUB YMEHBIIEHUS 00s3aTEIHHOTO
pe3epBa BTOPOTo Nepruojia OTBETCTBEHHOCTH, €CJTH TAKOBOE pellieHue Oy1eT IPHHUMATHCS
CropoHamu. MOXXHO NPEJIOKHTh BapHAHT, KOTJa 00S3aTCIIbHBIA PE3ePB YMECHbBIIIACTCS
(HO He Oonee yem Ha 10%) mns CTOpPOH, KOTOPBIE BBITIOJTHWIM CBOM KOJWYECTBEHHBIC
00s13aTeNIbCTBA B MIEPBBIN MTEPUO]T OTBETCTBCHHOCTH.

Ho Pecny6nuka benapyce Oymetr Bo3paxaTh MPOTUB YBEIUUYEHUS 0053aTEIHHOTO
pe3epBa BO BTOPOM II€pUOJIC OTBETCTBEHHOCTH, TaK KaK CYHMTaeT, 4YTO JAHHOE
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OTpaHUYCHHE MOXKET OTPHUIATENBHO CKa3aTbCs Ha HAIMOHAIBHBIX U TJI00aTbHOM
YIJIEPOJAHBIX PhIHKAX.

3aknoyeHue

VYTrIepoiHbIM PHIHOK U B JIaJbHEHIIEM JOJIKEH pa3BUBAThCA, o0ecneurnBasi 00bIie
CTUMYJIHMPYIOIIMX MOTHBOB JUUISl CMSITUEHUSI BO3JIEUCTBUSA Ha KJIMMAaT. JTO MpeArnosaraet
paciMpeHue nepevHs KIFUEBbIX MPUHIIUIIOB, C YYETOM YK€ HMEIOIIUXCS, TOCPEICTBOM
COBEPILUEHCTBOBAHUS PHIHOYHBIX MEXAHU3MOB U BKJIFOYEHHSI HOBBIX KATErOPUM MPOEKTOB.
HanuonanbHble MIaHbl NMpPUEMJIEMBIX MEp IO CMATYEHHUIO BO3ACMCTBHI Ha KiIuUMarT,
npoektbl B cekrope 3M3JIX, noOpoBObHBIE COKpalleHHUs BBIOPOCOB, 3KOJOTHYECKast
LEJIOCTHOCTh W CEKTOpaJbHBIA MOJAXOJ JOJDKHBI CTaTh OJHUMU M3 HauOoiee
NpPUOPUTETHBIX obnactel, rae CropoHam creayeT paboTarh HaJ BO3MOXKHBIMU
JAIbHEUIIMMHU YCOBEPILIEHCTBOBAHUSMHU.

[Ipennoxxenus, xotopele BHOcUT PecnyOnuka benapych, HampaBiieHbl Ha
npuaanue Oosibliell THMOKOCTM W MOBBILEHHE S(PPEKTUBHOCTH 3KOHOMHUYECKUX
MEXaHU3MOB, Ha paciupeHue ydyactusi CTOPOH B MEXAYHApPOAHOM YIJIEPOAHOM PhIHKE U
YCUJIEHUU €T0 POJIM B pealn3aluy NOoTEHIMala CMIrYeHUs BO3ACICTBUS Ha KIMMAT.
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[TRANSLATION AS SUBMITTED]

The Ministry of Natural Resources and Environmental Protection
of the Republic of Belarus

Submission on improvements to emissions trading and the project based
mechanisms

in accordance with document FCCC/KP/AWG/2008/L.19 para 7 (¢)
of the Ad Hoc Working Group on Further Commitments
for Annex I Parties under the Kyoto Protocol

Introduction

The Republic of Belarus welcomes the proposal of Ad Hoc Working Group on
Further Commitments to provide its views on the issues raised by the Parties regarding
the possible improvement to the emission trading system and project based mechanisms,
as contained in annexes I and II to document FCCC/AWG/2008/5 and annexes I and II to
document FCCC/AWG/2008/INF.3. We suppose that participation of each Party in
sharing its experience and proposals in this field is very important when creating a legal
framework for the second commitment period.

Ideas and proposals regarding possible improvements of carbon market
mechanisms are presented below in the order as they are given in annexes I and II to
document FCCC/AWG/2008/5 and annexes I and I  to  document
FCCC/AWG/2008/INF.3.

Annex 1. Proposals on possible improvements to mechanisms
Il. Joint implementation

ILA. Introduce modalities for treatment of clean development mechanism
project activities upon graduation of host Parties

The Republic of Belarus expresses its readiness to participate in further discussion
of approaches to CDM project implementation depending on the Party’s fulfillment of
eligibility conditions to host joint implementation (JI) projects. We suppose also that in
any case these modalities should be to a maximum extent common for CDM and JI
projects. In this case, should a Party be eligible to host JI projects, such the Party could
continue any registered and ongoing CDM project activities hosted by that Party as CDM
project activities until the end of their crediting periods followed by retirement of
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assigned amount units in the its National Registry in equivalent to the CERs issued and
transferred.

II.B. Include nuclear power activities to CDM and JI activities

The Republic of Belarus will continue discussion on this issue with due
consideration of the fact that there is uncertainty in determination of integral GHG
emission (in the course of nuclear facilities lifecycle including construction, operation
and decommissioning with due account of leakages and real project boundaries).
Application of additionality principle to such projects also requires further discussion.

II.C. Include projects that reduce greenhouse gas emissions from
deforestation and degradation to JI activities

The Republic of Belarus considers mandatory the inclusion of projects in the field
of forest degradation in flexible mechanisms. At the same time, it is necessary to pay
attention to improvement of rules and procedures connected to rationale, development
and implementation of such projects. This supposes utilization of simplified
methodologies and calculations, review of current approaches to additionality and
determination of project boundaries. Analysis of voluntary emission reduction market
shows that approx. 30 per cent of its projects take place in LULUCF and, consequently,
utilization of the more flexible approach would enable promote activities in this sector
and start implementation of this type projects in the framework of JI.

We also suggest including all project categories connected to wetland restoration
and conservation, sustainable forest and land-use management into JI activities.

As it was repeatedly admitted, in order to achieve of ambitious emission reduction
targets in post-Kyoto regime it is necessary to involve all possibilities available to Parties.
In this connection the second commitment period will require overall inclusion of
LULUCEF in activities under flexible mechanisms, what would result in drastic change of
current approach to accounting of carbon absorption and emission and transfer to full
accounting of carbon balance on all lands without exceptions. Moving in this direction it
is necessary to find compromise between theoretically possible and technically achievable
accounting of this balance and set uncertainty level acceptable for Parties. This will
enable considerably promote sector activities and implementation of projects directed at
climate change mitigation and environmental protection.

The Republic of Belarus makes a point of necessity to include exhausted and
degraded peatland restoration (re-wetting) projects in the post-Kyoto period. Carbon
stock at these lands is enormous. According to some assessments, carbon emission from
degraded peatlands exceeds 10 per cent of total GHG fossil fuel emissions. Peatland
restoration and preservation projects have not only climate advantages but also other
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environmental and social advantages. Fire elimination, biodiversity enhance, transfer to
sustainable development principles are the main of them.

I.D. Ensure environmental integrity and assess additionality through the
development of positive or negative lists of project types

The Republic of Belarus acknowledges that this approach should be considered
with a certain caution. All possible activity types leading to GHG emission reduction in
the framework of flexible mechanisms should be considered with due account of market
requirements in minimization of emission reduction cost per unit.

The issue of elaboration of a list of “positive” and “negative” projects is supposed
to be discussed based on criteria for forming up such the list, rules for its review,
consideration of national circumstances, and occurrence of ongoing projects potentially
suitable for the lists. In the field of climate change mitigation, the mechanisms based on
elaboration of market incentives for GHG emission reduction and absorption are in many
cases more effective than traditional approaches of emission regulation and pollution
fees.

It can be supposed that selective approach corresponds to a larger extent to
national level where every country determines what project activities are in priority and
what are not.

IlLE. Include co-benefits as criteria for the final determination for projects

The Republic of Belarus considers that every host country has its own
understanding of principals of co-benefits and activities, which correspond to this
principle. Consequently, such criteria must be set separately by every Party and regulate
them through national mechanisms of co-benefit project encouragement (tax or fee
reduction, procedure shortening etc.)

lll. Emissions trading

lll.LA. Introduce emissions trading based on sectoral targets

The Republic of Belarus considers that emission trade based on assigned amount
by sectors can facilitate better emission reduction activities in the sector. But sectoral
commitments should not in any case replace national commitment. We suggest that the
sectoral approach could be implemented as an alternative in parallel to emission reduction
commitments assumed by the country en masse. In any case, every Party shall have a right
to decide which approach would be appropriate for it.

In principle, nothing prohibits two countries or a group of countries to agree upon
implementation of emission trading on a sectoral basis already now, both in the
framework of GIS and voluntary market. The possibility of emission trade at sectoral or
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national level between developed and developing countries, which have emission
reduction or limitation targets, is new and fundamentally important. It seems that this
possibility must be stated in a new agreement to be signed in Copenhagen, however its
details, for example, conditions and criteria for developing countries participation must be
determined later in a “new Marrakesh Accords”.

lll.B. Introduce emissions trading on the basis of nationally appropriate
mitigation actions

The Republic of Belarus supports probable improvement of emission trading that
could be based on Nationally appropriate mitigation actions (NAMAs), which constitute
certain voluntary commitments.

Actions included into NAMAs should be strictly determined and their
implementation should be controlled in detail. The NAMA boundaries (scope) should be
determined to avoid emission leakage from the country, for example, when transferring a
production with high energy consumption rate. In case of overfulfillment of NAMA the
corresponding carbon units should be issued (it is necessary to determine their status),
which can be sold in carbon market without additionality prove and baseline evaluation.
It is necessary to admit that non-fulfillment of NAMA in the given case obliges neither to
buy emissions nor be a reason for some punishment as far as commitments based on
NAMA are voluntary.

lll.C. Introduce the linking of emissions trading schemes in Annex | Parties
to voluntary emissions trading schemes in non-Annex | Parties

The Republic of Belarus supports probable improvement in emission trading
involving more wide range of countries in international trading. As it is proposed in I11.B
above, it is necessary to elaborate an appropriate guidance with a description of eligibility
requirements and criteria of access to emission trading between countries which do not
have assigned amount.

In this connection, it is also necessary to pay attention to possibility of integration
of all available carbon markets including voluntary emission reduction. Such an “adjoint”
international system of emission trading and emission reductions trading would
considerably expand a potential project framework and enhance global carbon market
sustainability. It is necessary to determine requirements to systems (standards) to enable
possibility for conversion of carbon units, including voluntary reduction units, from one
type to another.
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IV. Cross-cutting issues

IV.A. Relax or eliminate carry-over (banking) restrictions on Kyoto units

The Republic of Belarus considers that elimination of limitations in carry-over of
carbon units to the subsequent commitment period enhances economic efficiency of
carbon market and adds confidence to its participants in long-term perspectives.

The Parties and their companies will keep possibility to carry-over unutilized
emission allowances for the future period that will enable enterprises to choose the
emission reduction strategies, which would be the most time-wise flexible.

IV.B. Change the limit on the retirement of temporary certified emission
reductions and long-term certified emission reductions

The Republic of Belarus considers that currently applied limits to the retirement of
temporary CERs and long-term CERs prohibits full-pledged implementation of CDM
projects especially in LULUCF. It is necessary to change these rules for the second
commitment period when the importance of implementation of emission reduction and
sink enhancement projects in LULUCF will increase. This will allow reaching better
parity between different carbon units in international market.

IV.C. Introduce borrowing of assigned amount from future commitment
periods

The Republic of Belarus considers that implementation of borrowing of AAUs
from the future commitment periods will allow improve flexibility of the entire
commitment system as well as of international markets of emission and emission
reductions trading. This permission assumes strategic importance for the Parties, which
by some reasons cannot become active participants of carbon market due to impossibility
to guarantee all ongoing and approved projects with AAUs retirement. For example, there
are some Annex I Parties which do not have assigned amount in the first commitment
period and can not utilize carbon credits for implementation of additional GHG emission
reduction and absorption enhancement actions.

At the same time, upon adoption of this system it is necessary to set quantitative
limitations in utilization of this procedure to avoid continued or unlimited borrowing of
AAUs from the future commitment periods.

IV.D. Extend the share of proceeds

The Republic of Belarus considers that directing of share of carbon market
proceeds to other global targets (for example, adaptation) but emission reduction can have
some adverse effects. First of all it is obvious that climate change mitigation actions are
not less important and urgent than adaptation measures and require timely and
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corresponding resources. Postponement of these actions due to lack of resources will lead
in future to innumerably higher adaptation expenditures. Relatively acceptable percentage
of share of proceeds from JI and emission trading cannot solve the problem of adaptation
fund filling. At the same time, it can reduce project activity stimulation, disorient project
owners and emission reduction buyers, corrupt market prices.

Therefore, this issue requires further research, including looking for alternative
options.

Annex 2. Suggestions on further improvements of separate
components of flexible mechanisms

Il. Joint implementation

IlLA. Ensure that approaches for land-use change and forestry projects
under joint implementation are in line with the treatment of land use, land-
use change and forestry under Article 3, paragraphs 3 and 4, of the Kyoto
protocol

The Republic of Belarus supports necessity to ensure principles of Article 3 (para
3 and 4) of the Kyoto protocol upon implementation of projects in land use, land-use
change and forestry under joint implementation. In parallel, we emphasize the necessity
of further discussion on implementation modalities of JI projects related to GHG
absorption enhancement with extension of absorber categories, including projects in
peatland restoration and management.

II.B. Introduce approaches for land use, land-use change and forestry
under joint implementation that are in parallel to the treatment of clean
development mechanism afforestation and reforestation project activities

The Republic of Belarus supports the necessity of introduction of the approaches
to JI projects in the LULUCEF sector that would be equal to the approaches to the CDM
projects in the field of afforestation and reforestation. At the same time, we suggest to
expand absorber categories upon development and implementation of JI projects. (see
also “Annex I”, item I1.C).

II.C. Introduce crediting on the basis of nationally appropriate mitigation
actions

The Republic of Belarus supports the necessity of crediting of projects
implemented by the non-Annex I Parties through emission reduction trading based on
their Nationally appropriate mitigation actions (NAMAs), which constitute certain
voluntary commitments (see also “Annex I”, item I11.B).
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II.D. Introduce a different supervisory structure and institutional
arrangement in case of modification of scope of joint implementation;
Il.LE. Change the composition of the Joint Implementation Supervisory
Committee membership to ensure equitable representation of Parties;
II.LF. Move the secretariat’s function supporting the Joint Implementation
Supervisory Committee to other organization

The Republic of Belarus considers that the state of structure and institutional
arrangement of supervision of implementation of JI guiding principles should be adequate
to enhancement of flexible mechanism role in the second commitment period.

Il.G. Introduce alternative institutional arrangements for determination and
verification activities

For the purpose of reduction of optional costs (transaction costs) in project-based
mechanisms and in the framework of “hard” green investment scheme, the Republic of
Belarus suggests to review the possibility of extension of the list of independent verifiers
and elaborate an institute (system) of independent experts for determination and
verification of projects. Increase of offers of such services in this market must influence
price characteristics.

The Republic of Belarus considers that it is necessary to discuss enhancement of
the role and liability of the Parties in determination and verification activities. It is
possible to review principles and conditions of establishment of auditing organizations
operating in compliance with issued international independent project assessment license.
It would accelerate the project review procedure and considerably reduce transaction
costs, so that is crucially important for small-scale emission reduction projects (see also
“Annex I”, item ILE).

Il.I.  Differentiate the eligibility of Parties through the use of indicators

The Republic of Belarus considers that it is necessary to discuss on possible
introduction of certain indicators in order to form differentiated eligibility of the parties to
flexible mechanisms, especially CDM. It is getting important for the non-Annex I Parties,
which are adopting commitments under NAMAs.

I.J. Improve access to joint implementation projects by certain host
Parties; Il.K. Differentiate the treatment of types of projects by Party

Supporting in general discussion on simplification of access to flexible
mechanisms, the Republic of Belarus considers that differentiated approach requires
introduction of additional eligibility criteria, which makes existing complicated system of
control over implementing the currently present six criteria even more complex.
Simplified access can be justified for small-scale and socially oriented projects.
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I.L. Allocate proportions of demand to specific groups of host Parties to
enhance their sustainable development

The Republic of Belarus supports the opinion that in such cases the Party should
itself set the rules of national proportions between project types and introduce prohibition
of some activities under the flexible mechanisms, which do not comply with country
sustainable development plan or contradict other national priorities.

Il.LN. Restrict joint implementation to bilateral projects

The Republic of Belarus considers that any restriction of JI mechanism can reduce
project activity under this mechanism.

11.0. Introduce multiplication factors to increase or decrease the emission
reduction units issued for specific project types

The Republic of Belarus considers that introduction of any multiplication factors
will distort the established connection between two basic information systems of
monitoring of national commitments - National Cadastre of Greenhouse Gases and
National Registry of Carbon Units. Moreover, such factors will contribute a disorder into
carbon market and harm environmental integrity of flexible mechanisms.

I.P. Use global temperature potentials instead of global warming
potentials

The Republic of Belarus holds to an opinion that this issue requires further
consideration. First of all, it is expedient to address [PCC with an enquiry to provide us
with scientific rationale of such possibility and afterwards submit the issue for
consideration of SBSTA.

I1.Q. Include technology transfer as a criterion for the final determination
for projects

The Republic of Belarus does not object to inclusion of technology transfer to
criteria for the final determination, but only in case if this criterion will be additional to
other national ones. Every host-country has own national criteria for evaluation of
possible benefits and circumstances, which facilitate selection and approval of one or
another project by the country. These criteria are set independently by every party in the
national framework of project approval procedure (see also “Annex I”, item IL.E).
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lll. Emissions trading

lll.LA. Eliminate restrictions on the trading and use of certain Kyoto unit
types under national and regional emissions trading schemes

The Republic of Belarus considers that countries or groups of countries, which
have elaborated national or regional trading schemes while providing rationale for
restrictions on utilization of certain types of Kyoto units under their schemes were guided
by national and regional interests. At the same time in terms of more intensive global
emission reduction, enhancement of competitiveness in carbon markets it would be
efficient to decrease or eliminate restrictions on utilization of certain types of carbon
units, as well as voluntary reduction units under national and regional trading schemes.

lll.B. Enhance equivalence among Kyoto unit types

The Republic of Belarus considers that for the sake of enhancement of flexibility
and efficiency of global carbon market and simplification of carbon unit transactions it is
expedient to discuss the issue of increased unification of different types of carbon units.

lll.C. Reduce the commitment period reserve; lll.D. Increase the
commitment period reserve

The Republic of Belarus will not object to reduce commitment period reserve of
second commitment period if the Parties will adopt such decision. The following design
could be suggested: reducing the commitment period reserve (but not mote than by 10 per
cent) for the Parties that have fulfilled their quantified commitments of the first
commitment period.

However, the Republic of Belarus will object to increase the commitment period reserve
for the second commitment period since this restriction could negatively influence
national and global carbon markets.

Conclusion

Carbon market should be further developed, providing more incentives for climate
change mitigation. This supposes extension of a list of key principles with due regard of
existing principles through improvement of market mechanisms and introduction of new
project categories. Nationally appropriate mitigation actions, projects in LULUCEF,
voluntary emission reduction, environmental integrity and sectoral approach should
become one of the higher priority areas, where the Parties should elaborate further
possible improvements.

Suggestions submitted by the Republic of Belarus are directed to infusion of more
flexibility to and enhancement of efficiency of the economical mechanisms, expansion of
participation of the Parties in international carbon market and enforcement of its role in
implementation of climate change mitigation potential.
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PAPER NO. 3: CHINA

SUBMISSION BY CHINA ON EMISSIONS TRADING AND PROJECT BASED
MECHANISMS UNDER AWG-KP

The Ad Hoc Working Group on Further Commitments for Annex I Parties under the Kyoto
Protocol at its resumed sixth session held in Poznan invited Parties to submit to the AWG-KP
through the Secretariat, by 6 February 2009, further input on how the possible improvements to
emissions trading and the project-based mechanisms, as contained in annexes I and II to
document FCCC/KP/AWG/2008/5 and annexes I and II to document
FCCC/KP/AWG/2008/INF. 3, would function. China welcomes this opportunity and would like
to submit the following views.

1. The mandate of the AWG-KP, as clearly defined in decision 1/CMP.1, is to consider further
commitments for Parties included in Annex I for the period beyond 2012 in accordance with
Article 3, paragraph 9, of the Protocol. This is a focused mandate which shall be completed by
the adoption of an amendment to Annex B of the Kyoto Protocol.

2. For completion of this mandate, the AWG-KP decided that its work shall include three tasks
as set out in paragraph 17 of FCCC/KP/AWG/2006/4, namely (a) analysis of mitigation
potentials and ranges of emission reduction objectives of Annex I Parties, (b) analysis of possible
means to achieve mitigation objectives and (c) consideration of further commitments by Annex I
Parties. The purpose of work on (a) and (b) is to inform work on (¢), the focus of AWG-KP is
work on (c) which does not depend on the outcome of work on (a) and (b). The AWG-KP had
already spent almost three year discussing (a) and (b), which is helpful to the consideration of (c).
In 2009 the AWG-KP should focus without delay its work on (c).

3. The IPCC's latest assessment report indicates that developed countries, as a group, need to
reduce their GHG emissions by at least 25-40% below 1990 level by 2020. This range does not
take into account lifestyle changes and the use of international offset mechanisms. In 2008 the
AWG-KP reached important conclusion that emission trading and project based mechanism
under the Kyoto Protocol should continue to be available to Annex I Parties as means to meet
their emission reduction targets. So the big issue of the continuity of emission trading and project
based mechanism under the Kyoto Protocol has been solved. The analysis on how to possibly
improve emissions trading and the project-based mechanisms under the Kyoto Protocol is a
technical issue, which does not relate to the determination of the scale of emission reductions to
be achieved by Annex I Parties in aggregate, nor does discussion on this issue have to be
completed before the completion of the work of AWG-KP. Complex and lengthy technical
discussions on this issue should not be used by Annex I Parties as an excuse for delaying tactics.
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4. The emissions trading and the project-based mechanisms operate generally well under the
current rules and thus the relevant overall structures shall be maintained. Possible improvements
related to the effective operation of the emissions trading and the project-based mechanisms
could be made, this could be reflected by CMP or EB decisions. Under no circumstances should
this discussion lead to the amendment of the Kyoto Protocol which is out of the mandate of the
AWG-KP.
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PAPER NO. 4: COSTA RICA

Submission on improvements to
emissions trading and the project-based mechanisms
Costa Rica

1. Mandate

The AWG-KP invited Parties to submit to the secretariat, by 6 February 2009, further input on
how the possible improvements to emissions trading and the project-based mechanisms, as
contained in annexes | and Il to document FCCC/KP/AWG/2008/5 and annexes | and Il to
document FCCC/KP/AWG/2008/INF.3, would function.

In order to contribute to this process, Costa Rica submits to the Secretariat of the UNFCCC,
some views on the topics requested:

1.

In order to carry on with the spirit of the Bali Action Plan, Costa Rica is of the opinion that,
under the paragraph 1, Item A, on issues related to the eligibility of land use, land-use
change and forestry (LULUCF) activities under the clean development mechanism (CDM),
this activity must me extended not only to REDD but must also consider the role of
conservation, sustainable management of forests and enhancement of forest carbon stocks
in developing countries.

Under item G Parties have proposed the recognition of nationally appropriate mitigation
actions as CDM project activities. In a post 2012 context, Costa Rica proposes that the
above mitigation actions not exclude the implementation of national policies, as long as the
implementing Party can transparently measure and report the emission reductions achieved
by the implementation of the policy, and be willing to have those emission reductions
independently and internationally verified.

One extremely important area for improvement has been overlooked in the lists of possible
improvements to the Clean Development Mechanism elaborated so far, namely removing
CDM barriers to end-use energy efficiency activities. Promoting energy efficiency under the
CDM would improve prospects for CDM in under-represented countries, and increase the
likelihood of prompt and cost efficient reductions in all developing countries.

Costa Rica therefore proposes that energy efficiency be one of the sectors in which
Parties can propose policies as mitigation actions. Under this proposal, a Party could adopt
an improved energy performance standard in given sectors as a mitigation action. Once
the performance standard is reached or exceeded, the Party would measure and
report emission reductions against the baseline of current energy consumption. These
emission reductions would be recognized under the CDM.
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PAPER NO. 5: CZECH REPUBLIC ON BEHALF OF THE EUROPEAN COMMUNITY
AND ITS MEMBER STATES

This submission is supported by Albania, Bosnia and Herzegovina, Croatia, the
Former Yugoslav Republic of Macedonia, Montenegro, Serbia and Turkey

Prague, 12 February 2009

Subject: Improvements to emissions trading and the project based mechanisms
(AWG-KP)
Further input on how the possible improvements to emissions trading and the
project based mechanisms, as contained in annexes I and II to document
FCCC/AWG/2005/5 and annexes I and II to document
FCCC/AWG/2005/INF.3 would function

The EU welcomes the invitation by the AWG-KP to provide further input on how possible
improvements to emissions trading and the project-based mechanisms under the Kyoto Protocol
would function. In its submissions dated 14 February and 5 November 2008, the EU has already
elaborated on the improvements needed to carbon market mechanisms for the second
commitment period, including the necessity to introduce new types of mechanisms to enable a
broader participation in the market and a greater impact on global emission reductions. The
November submission suggests modalities for how such improvements could function.

The elaboration of improvements to the mechanisms and their implications for the ability of
Annex I Parties to reach emission reduction targets, will require further work by the Parties in
Bonn in March 2009 and beyond. In particular, the potential supply of emission units from
enhanced mechanisms and the overall balance of the market supply and demand will need to be
assessed. Working on legal text to operationalise these improvements will also be necessary, as
indicated in the work programme of the AWG-KP for 2009. Other proposals relevant to the
functioning of the carbon market, such as institutional arrangements, governance and rules and
procedures, are also touched upon in Annex II to the Accra conclusions and will need to be
discussed at a later stage.

Progress on mechanisms issues under the AWG-KP will need to proceed in harmony with the
AWG-LCA, to maximise synergies with a view to reaching a global and comprehensive
agreement in Copenhagen in 2009.

1. Views and information on elements contained in Annex I to the Accra conclusions
(FCCC/KP/AWG/2008/L.12)

The carbon market will be a key means for Annex I Parties to meet mitigation objectives in the
range of -25-40% compared to 1990 levels by 2020 in a cost-effective way and for providing
finance to enable a global transition towards a low carbon economy. The EU wants to work with
other Parties to build a liquid global carbon market with a broad coverage and deep emission cuts
to create a robust price signal as a key means to deliver cost effective greenhouse gas (GHG)
emission reductions.
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1. Options for sectoral crediting and trading

The EU’s views on the improvements to the current carbon market mechanisms can be found in
the submissions referred to above. The EU recalls that it supports the continuation of the CDM
and improving the CDM to strengthen its environmental integrity including the effective
contribution of the CDM to net global emission reductions.

These submissions also clarify our proposals on how new mechanisms on a sectoral basis, such
as sectoral crediting and trading, should function. We believe new carbon market mechanisms are
necessary to deliver mitigation action on a broader scale.

Sectoral crediting mechanisms, such as sectoral crediting based on no lose targets and sectoral
CDM, would go a step beyond the current CDM, by up scaling mitigation action beyond a
project basis and reflecting enhanced mitigation actions by host countries. The sectoral baselines
would need to be set at an appropriate ambitious level below the business as usual baseline
taking into account national circumstances, capabilities and factors such as the homogeneity of
products/processes and the potential for efficiency and innovation in the sector.

Under a sectoral no-lose crediting approach, the unilateral activities pledged by a developing
country towards the no-lose target produce a contribution to the global mitigation effort as they
are reflected in the crediting baseline. Only the emission reductions that go beyond the sectoral
no-lose target generate offsets.

Sectoral trading is presented under Chapter III.A of Annex I in the Chair’s note
(FCCC/KP/AWG/2008/INF.3) as trading for a defined international sector, implying that
international sectoral targets would be set across different Parties. The EU would like to clarify
that it has a different interpretation of sectoral trading. In our view, Annex I Parties should
continue to be subject to national targets (QELROs) which should not be replaced by sectoral
targets. As expressed in our November 2008 submission, at the core of the proposals on sectoral
trading discussed in the AWG-KP should be ways to enable participation of developing countries
in international emissions trading through national (i.e. domestic) trading systems based on
sectoral targets.

Sectoral trading could be a way to encourage cost-effective emission reductions in certain sectors
(e.g. those with large point sources of greenhouse gas emissions). Emissions trading is a very
cost-effective way of mitigating emissions in a sector while at the same time ensuring an
environmental target is met.

The EU recommends that the AWG-KP further discus issues related to the implementation of
sectoral crediting and trading, including actions necessary to enable participation in such
mechanisms, such as appropriate reporting requirements.

2. Benefits of participation in the new mechanisms
Participation in new sectoral mechanisms will present a number of benefits to developing

countries. They would provide access to carbon finance for up scaled mitigation action and may
be linked to other financial, technology and/or capacity building support. In addition, sectoral
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mechanisms would allow for greater flexibility in the way domestic mitigation actions are
achieved. With robust MRV systems in place in the covered sectors, participating countries can
have greater discretion over a range of issues (e.g. how they organise crediting) compared to
project-based crediting such as in the CDM (e.g. sectoral crediting and trading can occur under
periodic MRV).

Sectoral trading also has the advantage of generating value up-front (ex-ante issuance of units vs
ex-post crediting). Furthermore, through linking, it can give developing countries the possibility
to participate in the expanding global carbon market.

3. Link to the discussions under the AWG-LCA

The question of participation of countries in the different carbon market mechanisms is relevant
for the AWG-KP discussions on improvements to the mechanisms and their implications for the
ability of Annex I Parties to reach emission reduction targets.

In addition, this question is also part of the broader discussions on mitigation actions by
developing countries and how they are supported by finance and technology, that are ongoing
under the AWG-LCA. In that respect, the EU has suggested that developing countries establish
and implement national programmes of mitigation in the context of sustainable development.
Guidelines could be agreed in the AWG-LCA, that might help individual Parties in developing
and implementing such programmes, including accessing support in terms of technology,
financing and capacity-building, and in evaluating the overall level of ambition.

These national mitigation programmes could include sectoral action (i.e. no-lose or binding
targets for specific sectors), that could be linked to participation in sectoral crediting and trading
mechanisms. Such new mechanisms are needed to allow for a mobilisation of investments in
developing countries on a broader scale and a net contribution to the global GHG mitigation
effort.

Likewise, the outcomes of these discussions are relevant to the AWG-KP as the level of
participation of developing countries in new mechanisms and the CDM will be highly relevant
for the scale of the market and thus impact Annex I countries’ abilities to reach targets cost-
effectively. For example, sectoral crediting based on no-lose targets has the potential to generate
significant volumes of credits post-2012. A recent UNEP study (CD4CDM working paper
“Electricity sector no-lose targets in developing countries for post-2012"", December 2008)
shows that under ambitious scenarios 410-540 MtCO, of credits per year could be generated if
sectoral crediting would be applied in the electricity sectors alone of the seven highest emitting
developing countries during 2013-2020.

In addition, the AWG-KP should further discuss how the various mechanisms can be created and
would function.

The further development of carbon market mechanisms should thus be discussed both in the
AWG-KP and in the AWG-LCA.



-34 -

I1. Legal implications of integrating elements contained in Annex I to the Accra conclusions
(FCCC/KP/AWG/2008/L.12) into the climate regime

The EU has generally set out its views on the legal implications of the work of the AWG-KP in
its submission of 6 February. The section below elaborates on the implications of integrating
sectoral crediting and trading into the climate regime.

1. Sectoral crediting mechanisms

Sectoral crediting on the basis of no-lose targets could be integrated into the post-2012 regime
through the insertion of a new article or the amendment of Article 12 of the Kyoto Protocol,
although the mechanism does not necessarily build on the CDM. The mechanism would deviate
from the current framework under Article 12 as for example "sectoral activities" and "tradable
units" would need to be introduced. Also, any sectoral crediting approach would need to be
guided by a subsidiary body under the overall guidance of the CMP or COP. In addition to a legal
article, CMP/COP decisions would be needed to further define the modalities of the mechanism.

2. Sectoral emissions trading

Integrating sectoral emissions trading in developing countries into the global carbon market in
order to enable emission units issued towards sectoral targets in these countries to be sold and
used for compliance, would require changes to Article 17 (or a respective new article) of the
Kyoto Protocol pursuant to which only "Parties included in Annex B may participate in
emissions trading for the purposes of fulfilling their commitments under Article 3". Thus Article
17 (or a respective new article) would need to be opened up to Parties outside the scope of Annex
B that have committed themselves to adopt sectoral targets. The post-2012 regime would also
need to enable these units to be used for compliance purposes. In addition, CMP or COP
decisions would be needed to further define the modalities of sectoral emissions trading.

III. Views and information on elements contained in Annex II to the Accra conclusions

Annex II to the Accra conclusions contains a number of proposals that are relevant to the
functioning of the carbon market which need to be discussed by the AWG-KP at a later stage, as
well as many other issues on the scope, functioning and effectiveness of the flexible mechanisms
that are related to the future scope of and participation in the carbon market.

This includes the following issues:

. Institutional arrangements and governance of the existing and new mechanisms. The
improvement of the CDM should form an essential part of the post-2012 agreement and
continue to progress in the first commitment period. Some of the ideas elaborated in the
EU submission of 16 September 2008 on institutional arrangements, governance, rules
and procedures of the CDM and JI under the preparations for the Article 9 Review are
also relevant for the second commitment period.



-35-

Commitment, review and compliance periods: it is possible to distinguish between the
period for which a commitment is made, the period for review of commitments and the
period for compliance assessment. With regards to the length of these periods, there is a
need to balance long term certainty and flexibility for the market with the need for regular
review and assessment. The EU’s views on the length of future commitment periods are
elaborated in our submission of 6 February.
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PAPER NO. 6: DEMOCRATIC REPUBLIC OF CONGO

Convention Cadre des Nations Unies sur les Changements Climatiques
- AWG-KP -

Soumission des vues de la République Démocratique du Congo au Groupe de Travail Spécial
des nouveaux engagements des parties visées a l’annexe | au titre du protocole de Kyoto
(AWG-KP)

Réforme des crédits temporaires des activités de projets de boisement/reboisement du
Mécanisme de développement propre et mesures en réponse a la “non-permanence”

Cette proposition technique est présentée au Groupe de travail spécial des nouveaux
engagements des parties visées a l’annexe | au titre du protocole de Kyoto (AWG-KP) pour
son programme de travail de ’année 2009, sur les aspects de crédits temporaires et les
modalités en réponse a la non-permanence des activités de boisement et reboisement du
Mécanisme de développement propre (MDP) par la République Démocratique du Congo, une
partie a la Convention-cadre sur les changements climatiques. Le contenu de cette
proposition s’applique également aux autres activités d’UTCATF (LULUCF) qui font l’objet de
discussions pour le cadre prévu de l’aprés-2012. Dans ce contexte, cette proposition est
pertinente aux objectifs d’AWG-KP et d’AWG-LCA.

Nous pensons que les modalités de comptabilisation temporaire dans le cadre des
activités de boisement/reboisement du MDP sont une source de distorsion des actions
d’atténuation dans le secteur de lutilisation des terres, par rapport aux autres
secteurs. Nous croyons aussi qu’elles représentent un facteur important expliquant le
faible intérét pour les actions d’atténuation dans le secteur de lutilisation des
terres.

La proposition souligne urgence d’une réforme des crédits pour les activités de
boisement/reboisement du MDP et l’alignement des crédits approuvés pour les actions
d’atténuation réalisées jusqu’en 2012 dans le secteur du boisement/reboisement et dans
d’autres secteurs. Des approches a adopter pour faire face au probleme de la non-
permanence des activités d’UTCATF sont également présentées.

Crédits temporaires des activités de boisement/reboisement

La décision 5/CMP.1 autorise l'utilisation de deux types d’unités de réduction certifiée des
émissions (URCE) - temporaires (URCE-t) et de longue durée (URCE-LD) - pour contrer le
risque de non-permanence dans le cadre des activités de boisement/reboisement du MDP. Les
projets de boisement/reboisement sont les seuls a délivrer des crédits temporaires dans le
cadre du MDP.

1. Les URCE-t et les URCE-LD reposent sur une hypothése fondamentale selon laquelle le
stock de carbone gagné pendant la période de comptabilisation de ’activité de projet sera
émis dans ’atmosphere indépendamment du type de forét et/ou des circonstances de
Uactivité. Il est également supposé que le flux négatif de CO, lors de la croissance d’une
forét sera transformé immédiatement en flux positif a “la fin de la période d’engagement



-37 -

suivant celle au cours de laquelle elle a été délivrée” dans le cas des URCE-t ou a “la fin de
la période de comptabilisation” dans le cas des URCE-LD.

2. Cependant, une activité d’un projet non forestier pourrait également étre présentée
comme un flux. A la fin de la période de comptabilisation, rien ne garantit que le flux ne sera
pas inversé (le responsable du projet pourrait par exemple revenir a des activités fortement
consommatrices de combustibles fossiles).

3. La comptabilisation temporaire des crédits des activités de boisement/reboisement du
MDP, sous forme d’URCE-t et d’URCE-LD selon la décision 5/CMP.1, discrimine les activités de
boisement/reboisement. Elle explique en grande partie le trés faible nombre de projets de
boisement/reboisement développés dans le cadre du MDP.

Implications des crédits temporaires

4. L’approche de comptabilisation temporaire (URCE-t/URCE-LD) a de vastes implications a la
fois au niveau des responsables de projets que des acheteurs de ces crédits en termes de
responsabilité pour le remplacement des crédits, de valorisation et de liquidité. L’impact
cumulé de ces implications explique le peu d’intérét pour les projets de foresterie ainsi que
la faible demande pour les crédits issus des projets de boisement/reboisement du MDP qui
ont été mis en place.

e Le MDP est le seul mécanisme d’atténuation des changements climatiques qui utilise les
crédits temporaires. Tous les autres systémes délivrent des crédits permanents et
appliquent des mesures différentes contre le probléme de non-permanence.

e Le marché des crédits du MDP a plusieurs branches : les crédits temporaires non liquides
(URCE-t/URCE-LD) des activités de boisement/reboisement sont commercialisés
indépendamment des URCE des autres secteurs.

e Les crédits temporaires mettent une forte pression sur les acheteurs qui doivent les
remplacer par des crédits permanents. En effet, les URCE-t et les URCE-LD doivent étre
remplacées, avant la date d’expiration de la période de comptabilisation, par une autre
unité de crédit du protocole de Kyoto- UQA, URCE, URE, UA ou URCE-t/URCE-LD'. Les
acheteurs ne pourraient controler ni la date de remplacement ni le colt futur de ce
remplacement.

e La poursuite des crédits temporaires (URCE-t/URCE-LD) pour les activités de
boisement/reboisement du MDP aura un effet négatif sur les autres options d’UTCATF et
d’AFOLU qui pourraient exister dans le régime de ’aprés-Kyoto. Ces options ont des
contraintes similaires a celles que rencontrent les projets de boisement/reboisement du
MDP. Le probléme des crédits temporaires ne se pose donc pas uniquement a ces derniers.

Nécessité d’une réforme de la comptabilisation temporaire
La réforme de la comptabilisation temporaire pour les activités de boisement/reboisement du

MDP devrait représenter une priorité du programme de travail 2009 de ’AWG-KP. Dans ce
contexte, voici des suggestions a considérer :

"Aleur expiration, les URCE-t peuvent étre remplacées par des UQA, des URCE, des URE, des UA ou des URCE-t
tandis que les URCE-LD peuvent étre remplacées par des UQA, des URCE, des URE, des UA ou des URCE-LD.



-38 -

5. Certains types d’activités de projet pourraient étre considérés comme permanents de
maniére intrinseque lorsqu’ils démontrent de maniere plausible et raisonnable la continuité
de la forét (stocks de carbone) au-dela de la date d’expiration de la période de
comptabilisation. Les crédits correspondants devraient étre considérés permanents.

6. Les modalités et les procédures des activités de projet de boisement/reboisement du MDP
devraient étre révisées afin de mettre en évidence les catégories d’activités forestieres ou
d’utilisation finale des produits forestiers qui prouveraient de maniere plausible et
raisonnable la continuité de la forét lors de U’étape de validation ou des étapes de
vérification suivantes des projets de boisement/reboisement du MDP.

7. Les projets enregistrés avec des URCE-t devraient étre autorisés a passer aux crédits
permanents apres 2012.

8. Les modalités et les procédures des projets d’UTCATF/AFOLU pour la période apres 2012
ne devraient adopter que des crédits permanents qui ne doivent pas étre remplacés a la fin
de la période de comptabilisation.

Approches contre la non-permanence

9. Plusieurs approches cherchent a résoudre la question de non-permanence des activités
d’UTCATF. Ces alternatives comprennent les tampons, les réserves de crédits et [’assurance.

10. Des tampons pourraient servir a garantir des réserves spécifiques de carbone mises de
coté par le projet afin de compenser une perte potentielle de carbone. La proportion de la
réserve pourrait varier selon l’envergure du risque de non-permanence. Cette approche a été
adoptée dans les systéemes réglementés tels que California Climate Action Registry et UETS
australien ainsi que sur le marché volontaire du carbone. Les projets peuvent créer et gérer
en commun ces tampons afin de (i) diminuer les colts de transaction de création des tampons
et (ii) diversifier les risques.

11. Les réserves de crédits représentent des quantités spécifiques d’URCE, d’URE, d’UQA
et/ou d’UA qui ne sont pas prises en compte a l’échéance de la période d’engagement mais
qui sont retenues pour compenser le risque potentiel de non-permanence. La gestion active
des réserves de crédits en réponse au progres des projets de boisement/reboisement du MDP
garantirait une plus grande confiance des acheteurs vis-a-vis des crédits des projets de
boisement/reboisement du MDP.

12. Assurer les projets de boisement et de reboisement pourrait couvrir la perte potentielle
de carbone. Un assureur pourrait remplacer les URCE associées a la perte de carbone par une
quantité équivalente d’URCE, d’unités de quantité attribuée (UQA), d’unités de réduction
d’émission (URE) ou d’unités d’absorption (UA). L’assurance pourrait étre une alternative
autorisée aux participants au projet.

Propositions pour I’AWG-KP
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13. L’utilisation des crédits temporaires n’est pas une mesure efficace contre la non-
permanence. Elle présente de nombreux inconvénients, augmente les colts de transaction
lors de la mise en ceuvre de projets de boisement/reboisement du MDP et au final, réduit la
demande de crédits délivrés par les projets d’utilisation des terres. Par conséquent, des
crédits permanents pour les projets de boisement/reboisement du MDP devraient étre
adoptés pendant cette période d’engagement. Les projets qui ont été enregistrés avec des
URCE-t devraient étre autorisés a passer aux crédits permanents pour la période apres 2012.

14. Une association de tampons, de réserves de crédits, d’assurances et d’autres mesures
similaires sera efficace contre la non-permanence, permettra de lever les obstacles imposés
par la comptabilisation temporaire et facilitera ’expansion des activités d’atténuation au
niveau du paysage.

15. Les directives et les procédures de mise en ceuvre du mécanisme de crédits permanents
devraient étre appliquées afin de garantir la transparence, la vérifiabilité et U’efficacité des
approches proposées contre la non-permanence des projets de boisement/reboisement du
MDP.
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PAPER NO. 7. GEORGIA

Views on possible improvements to emissions trading and the project-based
mechanisms

Submission by
The Ministry of Environment Protection and Natural Resources of Georgia

1. Effective measures and tools to support the development of
sustainable and equitable CDM projects

Household and community level projects under CDM can provide a much needed contribution
to improving livelihoods in poor communities. These projects - better adapted to the local
realities - reconcile the needs of reducing poverty whilst mitigating climate change.

Our proposal

So far, CDM projects have failed to contribute to achieving sustainable development, as
required in Article 12 by the Kyoto Protocol. Therefore we propose to create a simplified CDM
mechanism for sustainable energy projects in rural areas at the household and community
level, including improved funding conditions for smaller scale and cutting-edge-technology
projects. Such projects should be developed in consultation with the local communities,
including women, and should be accessible to them.

This simplified mechanism should cover a positive list of project categories dealing with energy
supply and energy efficiency with high potential for poverty reduction, such as efficient cooking
stoves, rural electrification based on renewable energy, home insulation in either low-income
private households or public buildings like schools. Also following criteria should be in place: no
significant other negative environmental effects (e.g., toxics, endangered species, resource
depletion), no human rights abuses (e.g., indigenous & forest community & women rights,
reduced food security, access to water) and gender aspects have to be taken into account.
Therefore the project should meet the criteria defined in the gold standard.

Funding

Projects at the household and community level generally need upfront funding and fixed CER
(Certified Emission Reductions) prices.

a) We propose the establishment of a CDM Bank able to grant upfront funding secured by
the issuance of expected Certified Emission Reductions (CERs) together with an
insurance cover for household and community level projects;

b) Fixed and high prices of CERs should be introduced as a strategy to allow for solid
financial planning;

c) There should be the possibility to award grants, co-funded from e.g. a percentage of EU
and (future) global emission trading schemes to assist with transaction costs.

CDM approval process

To avoid the long and bureaucratic CDM registration procedure which is inappropriate for many
household and community level projects, we suggest the following:
a) Implementation of a specialised UNFCCC working group that provides support to

household and community level and assists the EB (Executive Board) in its currently
ongoing efforts of improving and simplifying methodologies and approval procedures;
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b) On-site capacity building provided by the UNFCCC working group for selected projects,

c)

d)

providing methodological support to project proponents; members of the UNFCCC
working would in turn gain important on-the-ground experience;

Establishment of specialised Designated Operational Entities (DOEs) for household and
community level projects to guarantee faster as well as high-quality validation
procedures, as currently some DOEs are hesitant to take on household or community
level projects;

Establishment of easy and simplified methodologies to facilitate micro projects, (of less
than 15,000t CO2/a) for example by defining standardised sectoral baselines such as
maps to determine the share of renewable biomass for efficient cooking stove projects
based on global vegetation zones.
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PAPER NO. 8: GRENADA ON BEHALF OF THE ALLIANCE OF SMALL ISLAND STATES

Submission by Grenada
on behalf of the
Alliance of Small Island States (AOSIS)

Improvements to emissions trading and the project-based mechanisms (AWG-KP)

Grenada welcomes the opportunity to present the views of the 43 members of the Alliance of Small
Island States (AOSIS) on the list of specific proposals that have been made by certain Parties as possible
‘improvements’ to emissions trading and the project-based mechanisms and how these proposals might
function. These proposals are contained in annexes I and II to document FCCC/KP/AWG/2008/5 and
annexes | and II to document FCCC/KP/AWG/2008/INF.3.

AOSIS has concerns with a number of the changes various Parties have proposed to the flexible
mechanisms created under Articles 6, 12 and 17 of the Kyoto Protocol. The group believes that many of
these proposals would weaken the environmental integrity of Kyoto Protocol targets, lead to uncertain
environmental outcomes, distort or undermine the carbon market, or remove incentives for additional
countries to adopt economy-wide targets over time consistent with the Kyoto architecture.

To maintain confidence in the flexible mechanisms in the post-2012 period, any changes to the project-
based mechanisms must ensure real, measurable and additional emission reductions in host country
Parties, support and enable cost-effective emission reductions, avoid the creation of perverse incentives,
and, importantly, not undermine the incentive for domestic emission reduction efforts by Annex I Parties.
In the post-2012 period, Annex I Parties must demonstrate that they are taking the lead in modifying
longer term trends in anthropogenic emissions, consistent with the Convention, through domestic policies
and measures that result in a lasting shift toward low-carbon economies.

In view of global emission trends, in the post-2012 period significant emission reductions will also
clearly be needed in developing countries, relative to business as usual emissions. While the CDM has
shown its potential to mobilize substantial private sector resources for investment in emission reduction
project activities in developing countries, discussions on ways to improve emissions trading and the
project-based mechanisms should reflect the reality that mechanisms created to offset the emissions of
Annex B Parties under the Kyoto Protocol will not be sufficient to drive and achieve the measurable
emission reductions in developing countries that are needed to assist Annex I Parties in meeting the
climate challenge.

I. Guiding principles — Kyoto architecture

AOSIS is of the view that a number of principles must guide consideration of possible improvements to
emissions trading and the project-based mechanisms:

- Architecture. Any alterations to the operation of the flexible mechanisms should be consistent
with the fundamental architecture of the Kyoto Protocol, which establishes country-wide
emission limitation and reduction commitments for Annex I Parties and contemplates real,
measurable and additional emission reductions in non-Annex I Parties in order to achieve
measurable overall emission reductions.

- Environmental integrity. The operation and design of the flexible mechanisms must not
undermine the environmental integrity of existing or future targets agreed under the Kyoto
Protocol.
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- Supplementarity. Use of the flexible mechanisms must remain supplementary to domestic
action by Annex I Parties, and the design of the mechanisms must ensure that domestic action
remains the primary means by which Annex I Parties achieve their targets under Article 3.1.

- Additionality. Certified emission reductions (CERs) and emission reduction units (ERUs)
created under articles 6 and 12 of the Protocol must represent real, measurable and verifiable
emission reductions that are additional to any reductions that would have occurred in the absence
of the flexible mechanisms, as these credits allow Annex B Parties to generate additional
emissions.

- Adoption of country-wide targets. By creating a cap and trade scheme at the international
level, the Kyoto Protocol creates an incentive for non-Annex B Parties to consider adoption of
economy-wide emission reduction or limitation targets. Any alterations to the flexible
mechanisms should support, rather than undermine, this incentive.

- Market price for carbon. The flexible mechanisms should assist Annex B Parties and the
market in establishing the true cost of carbon emissions.

- Avoidance of perverse incentives. Any alterations to the operation of the flexible mechanisms
should not create perverse incentives; to the greatest degree possible, the flexible mechanisms
should not lead to increased dependency on carbon-intensive fuel sources or create new forms of
pollution or hazards to human health or the environment.

- Adaptation funding. The flexible mechanisms should support adaptation funding, through a
revenue stream linked to Annex B Party targets. Improvements to the flexible mechanisms
should enhance, rather than undermine this link.

1L Global context — urgency of measurable domestic mitigation efforts

AOSIS is of the view that any revisions to the operation of emissions trading and the project-based
mechanisms must: (1) reflect lessons learned to date with the operation of the flexible mechanisms; (2)
reflect the urgency and scale of the climate challenge.

For these reasons, careful consideration must be given to the incentives created through international
emissions trading and the project based mechanisms. This includes consideration of the wisdom of
increasing dependency on the CDM as the primary tool for achieving substantial, measurable emission
reductions by major-emitting developing countries. By its nature, the CDM cannot operate at the
necessary scale to address emissions from these countries, and offers only an offsetting mechanism for
Annex I Party emissions, rather than a net contribution by developing countries to overall global
emission reductions.

Mitigation efforts from all major-emitting counties must contribute to the overall reduction of GHGs in a
measurable way, so that progress in achieving a global reduction in emissions can be assessed and effort
compared. The CDM has proven useful in engaging the private sector is emission reduction projects in
developing countries, and transferring cleaner technologies. However, given challenges with
establishing additionality under the CDM, and the potential for perverse incentives to be created through
the CDM’s operation, the CDM as a tool is not tailored to deliver an assessment of mitigation effort by
major-emitting developing countries.

In considering possible improvements to the flexible mechanisms, it is essential to recall the context in
which emissions trading and the project-based mechanisms operate. In the view of AOSIS:

1.  Atmospheric greenhouse gas concentrations should be stabilized at well below 350 ppmy CO.
2. Global average surface temperature increases should peak well below 1.5° C.
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3. To achieve these goals, Annex I Parties collectively, whether or not Parties to the Kyoto
Protocol, need to reduce their emissions by more than 40% of their 1990 levels by 2020, and by
more than 95% by 2050.

4.  Global CO, reductions of greater than 85% are needed by 2050.

5. Substantial emission reductions will be needed from both developed and developing country
Parties to enable emissions to peak by 2015.

6. A carbon price is needed to drive emission reductions, energy efficiency measures and
investments in low-carbon technologies.

7.  Funding for adaptation must be massively scaled up by extending a share of the proceeds
beyond the CDM.

II1. Specific comments on proposed improvements

AOSIS is of the view that many of the proposals by Parties contained in Annexes I and II of document
FCCC/KP/AWG/2008/INF.3, and annexes I and II to document FCCC/KP/AWG/2008/5, would not
result in desired improvements to emissions trading and the project-based mechanisms.

In reviewing these lists, AOSIS has either expressed its support for an option presented in the referenced
Annexes, or expressed its support for the ‘status quo’ option. AOSIS expects the ‘preserve the status
quo’ option to be expressly included in any updated list of possible approaches to revising emissions
trading and the project-based mechanisms.

Annex I
I. Clean Development Mechanism

A. Include other land use, land-use change and forestry activities

Decision 16/CMP.1, annex, para. 13, limits land use, land-use change and forestry project activities
under Article 12 to afforestation and reforestation in the Kyoto Protocol’s first commitment period. In
AOSIS’s view, experience has shown that issues of measurement, scale, non-permanence and leakage
remain extremely challenging in the context of LULUCEF activities under the Clean Development
Mechanism. For this reason no additional activities should be included in the Protocol’s second
commitment period.

Proposal: The eligibility of land use, land-use change and forestry project activities under Article 12, in
the second commitment period, is limited to afforestation and reforestation. The modalities and
procedures for afforestation and reforestation project activities under the Clean Development
Mechanism set out in Decision 5/CMP.1 (Modalities and procedures for afforestation and reforestation
project activities under the clean development mechanism in the first commitment period of the Kyoto
Protocol) shall continue to apply, mutatis mutandis, to the second commitment period.

B. Introduce a cap for newly-eligible LULUCEF activities

AOSIS does not support the inclusion of additional LULUCEF activities under the CDM and therefore
sees no need for a cap on newly-eligible activities.

Proposal: No decision required; status quo should remain.

C. Include carbon dioxide capture and storage
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AOSIS is of the view that there are many fundamental and unresolved issues in connection with
consideration of CCS as CDM project activities. These include, among others, environmental impacts
and risks from leakage, liability issues associated with leakage at the national and international levels,
accounting issues associated with leakage at the national and international levels, the creation of perverse
incentives and potential impacts on the carbon market.

Accordingly, AOSIS believes that CCS should not be considered for inclusion within the CDM until
these fundamental issues have been properly and thoroughly considered, debated and resolved by the
Parties at the international level.

Proposal: Until fundamental issues in connection with environmental impacts, liability issues,
accounting issues, perverse incentives have been resolved by the Parties, carbon dioxide capture and
storage activities shall not be considered for eligibility as CDM project activities.

D. Include nuclear activities
AOSIS is of the view that nuclear activities are not suitable for inclusion as CDM project activities.

A full life-cycle analysis of nuclear facilities suggests that nuclear activities offer limited climate change
benefits, given the energy required to build nuclear facilities, process and store nuclear waste, and
decommission facilities over long periods of time. Serious environmental and security issues are also
associated with nuclear facilities. The technology is expensive and decisions on the installation of
nuclear capacity are not likely to be based on the availability of CDM credit, impacting the
environmental integrity of targets under the Protocol through reductions that are unlikely to be
additional. The volume of any credits generated could flood the CER market, displacing renewable
energy and energy efficiency activities, and undermining incentives for Annex B Parties to undertake
domestic reductions.

Proposal: Activities relating to nuclear facilities are not eligible as CDM project activities.

E. Introduce sectoral clean development mechanism for emission reductions below a baseline
defined at a sectoral level

AOSIS is of the view that the introduction of a sectoral clean development mechanism for emission
reductions below a specified baseline would not constitute an improvement to the CDM.

The introduction of sectoral CDM would be likely to undermine the environmental integrity of the Kyoto
Protocol and undermine the incentive for non-Annex B Parties to take on economy-wide emission
reduction or limitation commitments over time. Current CDM challenges and uncertainties relating to
additionality, verification, monitoring and validation would be compounded, as the magnitude of covered
activities for which credit is sought would expand. The establishment of an appropriate sectoral baseline
would be an inherently political exercise. Both of these elements would undermine the environmental
integrity of the targets established for Annex I Parties under the Kyoto Protocol

Decisions of the COP/MOP already allow for the registration of programmes of activities as CDM
project activities. At COP/MOP 4, by decision -/CMP.4 (Further guidance relating to the clean
development mechanism), the CDM Executive Board was requested to expedite its work in this area.
This process should be allowed to take its course so that appropriate lessons can be learned on scaling up
sectoral efforts on a project-by project basis.
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Importantly, the CDM is an offset mechanism only. Any new sectoral approach that is likely to address
substantial emission reductions in developing countries should be structured to yield additional emission
reductions, rather than offset credits. This discussion should take place under the AWG-LCA.

While a step is needed to transition major emitting developing countries toward economy-wide efforts,
these efforts should not undermine the Kyoto Protocol’s architecture or undermine the incentive this
architecture now provides to non-Annex B Parties to take on economy-wide emission reduction or
limitation commitments over time.

Proposal: No decision necessary, status quo should remain.

F. Introduce sectoral crediting of emission reductions below a previously established no-lose
target

AOSIS is of the view that many of the same challenges raised by sectoral CDM would be raised by the
introduction of a sectoral crediting mechanism for emission reductions below a no-lose target. See L.E.
above.

The establishment of a no-lose target would be an inherently political exercise. Offset credits that are
generated relative to a politically-determined baseline, rather than generated through actual, measurable
reductions would undermine the environmental integrity of the targets agreed for Annex B Parties under
the Protocol. CERs must represent real, measurable and verifiable tonnes of emissions reduced in order
to maintain public confidence in Annex I Party Kyoto targets and to support market confidence. For
these reasons, AOSIS is of the view that the introduction of sectoral crediting below a no-lose target,
which would require the development of an uncertain business as usual scenario, would not represent an
improvement to the CDM.

In AOSIS believes that approaches structured to yield measurable emission reductions in major-emitting
developing countries that are additional to Annex I Party targets, rather than approaches designed to yield
offset credits under the CDM, offer a more promising approach for achieving measurable global emission
reductions. The AWG-LCA would be the appropriate forum to discuss sectoral approaches involving
developing countries that could assist in achieving such additional reductions.

Proposal: No decision necessary, status quo should remain.
G. Introduce crediting on the basis of nationally appropriate mitigation actions

Nationally appropriate mitigation actions for developing countries are currently being considered under
the Bali Action Plan in the context of the AWG-LCA. Discussions in this area are not clearly related to
the mandate of the AWG-KP — the establishment of country-wide emission limitation or reduction
commitments under the Kyoto Protocol for Annex B Parties for the second commitment period. AOSIS
is of the view that positive incentives and support for NAMAs are more properly discussed within the
AWG-LCA.

Proposal: No decision necessary, status quo should remain.

H. Ensure environmental integrity and assess additionality through the development of
standardized, multi-project baselines

AOSIS is of the view that the establishment of standardised baselines may help expedite procedures for
the approval of CDM projects. However, to ensure environmental integrity, any such baselines would
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have to be established at a level that gives complete confidence that projects achieve reductions that are
additional to those that would have been achieved in the absence of the CDM. This is essential as each
CER generated through a CDM project activity enables an additional tonne of emissions in an Annex B
Party.

Proposal: The CDM Executive Board shall define standardized baselines for specific project activity
types under the CDM by establishing parameters and procedures and making them available for use by
project participants and designated operational entities (DOEs) in the application or development of
baseline methodologies. Parameters and procedures shall be proposed by the Executive Board on the
basis of similar project activities undertaken in the previous five years, in similar social, economic,
environmental and technological circumstances, whose performance is among the top 10 per cent of
their category. Such parameters and procedures shall reflect national circumstances and shall be
periodically adjusted.

L Ensure environmental integrity and assess additionality through the development of
positive or negative lists of project activity types

AOSIS strongly believes that renewable energy and energy efficiency project activities should be
prioritized under the CDM. AOSIS also believes that certain categories of activities are clearly
inappropriate as CDM activities and other categories of activities have already given rise to perverse
incentives when included within the CDM. Nevertheless, it may be difficult for all Parties to agree on
what to include and what to exclude from positive and negative lists.

Given this challenge, it may be useful for the CDM Executive Board, on its own initiative, to maintain
lists of project types that have been rejected, in order to provide some guidance to the private sector. This
would be consistent with the further guidance relating to the CDM provided by the Parties at COP/MOP
4.

Proposal: No decision is required; status quo should remain.

J. Differentiate the eligibility of Parties through the use of indicators

AOSIS is of the view that, as a market-based mechanism, the CDM should not unduly restrict the
eligibility of Parties to undertake CDM project activities. Adding additional eligibility criteria may
restrict opportunities to achieve low-cost emission reductions through the CDM.

However, if there are developments under the AWG-LCA process in connection with support provided
for the implementation of nationally appropriate mitigation actions (NAMAs) by developing countries,
particularly for major-emitting developing countries, new eligibility requirements for the CDM may need
to be developed to avoid double counting emission reductions.

This issue may need to be revisited once the NAMA process has advanced.

Proposal: No decision required; status quo should remain.

K. Improve access to clean development mechanism project activities by specified host Parties
The CDM holds great potential to promote sustainable development in SIDS and LDCs by facilitating

private sector investment in energy efficiency, renewable energy and low-carbon technology projects at a
manageable scale. Administrative improvements to the CDM, for example in connection with the
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shortening of the project cycle and the qualification of designated operational entities in developing
countries, will help broaden the geographical distribution of CDM projects, which are now concentrated
largely in a developing countries.

AOSIS is of the view that capacity building may be needed to improve access to the CDM by certain
groups of host country Parties in order to facilitate low-cost emission reductions, contribute to
sustainable development and increase the geographic spread of CDM project activities. Annex B Parties
may wish to provide incentives to encourage CDM investments in SIDS and LDCs, recognizing the co-
benefits that less carbon-intensive development pathways hold for energy savings and pollution reduction
in these countries. However, the environmental integrity of the CDM should not be compromised
through the development of special criteria to facilitate access by specified Parties or groups of Parties.
Special rules now apply with respect to small scale projects and the reduction of fees in connection with
projects in certain locations.

Proposal: No decision required; status quo should remain.
L. Include co-benefits as criteria for the registration of project activities

AOSIS believes that the creation of additional criteria for the registration of CDM project activities, to
ensure that goals are met beyond real, measurable and verifiable emission reductions and beyond
sustainable development, would only serve to hamper operation of the CDM. If host countries warrant
that projects will contribute to sustainable development, if sufficiently stringent criteria are used for the
assessment of additionality, and if projects that may give rise to perverse incentives are sufficiently
scrutinized, the purpose of the CDM should be achieved in keeping with Article 12 of the Kyoto
Protocol. Therefore, no additional requirement of co-benefits should be imposed.

Proposal: No decision required; status quo should remain.

M. Introduce multiplication factors to increase or decrease the certified emission reductions
issued for specific project activity types

AOSIS is of the view that each CER must unquestionably reflect a real, measurable and verifiable tonne
of emissions reduced in a developing country, as each CER enables an additional tonne of emissions to
be produced in a developed country. CERs should not reflect estimated reductions from certain project
types or discounted reductions due to uncertainty in measurement, lack of permanence or concerns over
leakage. The introduction of multiplication and discount factors would reduce transparency, reduce the
fungibility of CERs representing reductions from different project types, introduce a political element in
the determination of emission reductions achieved, and undermine the environmental integrity of Kyoto
targets. For these reason multiplication and discount factors should not be introduced.

Proposal: No decision necessary, status quo should remain.

I1. Joint implementation

A. Introduce modalities for treatment of clean development mechanism project activities upon
graduation of host Parties

AOSIS is of the view that when countries become eligible to host joint implementation projects, any
existing projects that were initiated as CDM projects should continue to be overseen by the CDM
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Executive Board, and should not benefit from any relaxation of the rules that might otherwise be
available due to the host country’s change in status.

Proposal: Where a Party becomes eligible to host joint implementation (JI) projects, any registered
project activities hosted by that Party shall continue to be subject to all rules and modalities governing
CDM project activities until the end of the activities’ current crediting period and a quantity of assigned
amount units (AAUs) equal to the CERs issued from the time of JI eligibility onwards shall be cancelled.

The provisions relating to the treatment of CERs generated by afforestation and reforestation project
activities as agreed in Decision 5/CMP.1 (Modalities and procedures for afforestation and reforestation
project activities under the clean development mechanism in the first commitment period of the Kyoto
Protocol) and other related decisions shall apply, mutatis mutandis, in the second commitment period.

B. Include nuclear activities

For the reasons expressed above in connection with the CDM, activities relating to nuclear facilities
should not be eligible as JI projects.

Proposal: Option 1: Activities relating to nuclear facilities are not eligible as Joint Implementation
projects.

C. Include projects that reduce greenhouse gas emissions from deforestation and forest
degradation

AOSIS is of the view that the rules for eligible LULUCF activities under Article 3.4 that are now set out
in Decision 16/CMP.1 (Land use, land-use change and forestry) continue to be suitable for use in the
second commitment period, with only minor changes.

Proposal: No decision required; status quo should remain.

D. Include positive or negative lists of project types

As it may be difficult for all Parties to agree on what to include and what to exclude from positive and
negative lists, the Joint Implementation Supervisory Committee (JISC), on its own initiative, may wish to
maintain lists of project types that have been rejected in order to provide some guidance to the private
sector. See section L.I. above, relating to the CDM).

Proposal: No decision required; status quo should remain.

E. Include co-benefits as criteria for the final determination for projects

The creation of additional criteria for the registration of JI project activities to ensure that co-benefit
criteria are met, beyond the delivery of measurable and verifiable emission reductions that are additional
to any that would otherwise occur, would only serve to hamper operation of the mechanism. Therefore,

no additional co-benefit requirements should be imposed. See 1. L. above, relating to the CDM.

Proposal: No decision required; status quo should remain.
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II1. Emissions trading
A. Include emissions trading based on sectoral targets

Article 3.1 of the Kyoto Protocol and Decision 11/CP.1 (Modalities, rules and guidelines for emissions
trading under Article 17 of the Kyoto Protocol) are based on nation-wide emission limitation or
reduction commitments. AOSIS believes that the only role sectoral targets play within the Kyoto
Protocol is to assist Annex B Parties domestically in meeting their country-wide Kyoto commitments.

Emission trading based on sectoral targets for Annex I Parties is not appropriate under the Kyoto
Protocol as a way to avoid economy-wide efforts.

Sectoral emissions trading relative to a base year’s emissions may present one way forward for major-
emitting developing countries, outside an offsetting context. This discussion would be appropriate
within the AWG-LCA rather than within the AWG-KP.

Proposal: No decision required; status quo should remain.

B. Introduce emissions trading on the basis of nationally appropriate mitigation actions

Nationally appropriate mitigation actions are currently being considered under the Bali Action Plan in
the context of the AWG-LCA. Discussions in this area for both developed and developing countries are
relevant only to AWG-LCA discussions and have no place in the establishment of country-wide emission
limitation or reduction commitments under the Kyoto Protocol for Annex B Parties for the second
commitment period — the mandate of the AWG-KP.

Proposal: No decision required; status quo should remain.

C. Introduce the linking of emissions trading schemes in Annex I Parties to voluntary
emissions trading schemes in non-Annex I Parties

Voluntary emissions trading schemes in non-Annex I Parties are not subject to the requirements of
Articles 5, 7 and 8 of the Kyoto Protocol, or the modalities and procedures established for emissions
trading under Article 17 through decisions of the Parties. In the absence of a binding absolute cap on
emissions, voluntary emissions trading schemes in non-Annex I Parties are not suitable for linking either
with mandatory schemes in place either at the national level, or with international emissions trading
under the Kyoto Protocol.

The creation of fungible credits between voluntary schemes in non-Annex I Parties and international
emissions trading under the Kyoto Protocol would seriously undermine the environmental integrity of the

targets established under the Kyoto Protocol.

Proposal: No decision required; status quo should remain.
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IV. Cross-cutting issues
A. Relax or eliminate carry-over (banking) restrictions on Kyoto units

Present restrictions contained in decision 13/CMP.1, annex, para. 15, on the banking of CERs (up to a
maximum of 2.5% of a Party’s assigned amount), the banking of ERUs not converted from RMUs (up to
a maximum of 2.5% of a Party’s assigned amount) and the banking of RMUs (no banking) are not
particularly burdensome, as Parties may retire CERs and ERUs not converted from RMUEs first, and
carry-over excess AAUs. Hence there is no need to relax or eliminate these restrictions.

At present Kyoto units issued on the basis of LULUCEF activities, including RMUs, ERUs converted
from RMUs, tCERs and ICERs, may not be carried over. The rationale for the imposition of these
restrictions on carryover - concerns regarding permanence - have not changed. It is important that this
carry-over restriction remain in place as a protection against non-permanence.

Proposal: No decision required; status quo should remain.

B. Change the limit on the retirement of temporary certified emission reductions and long-
term certified emission reductions

The present limit on retirement of tCERs and ICERs is set out in the Annex to Decision 16/CMP.1 (Land
use, land-use change and forestry), which restricts the total quantity of tCERs and ICERs that may be
used by an Annex [ Party for compliance to 1 percent of that country’s base year emissions times 5.

This limit has not been unduly burdensome and should be retained.

Proposal: For the second commitment period, the total of additions to a Party’s assigned amount
resulting from afforestation and reforestation project activities under Article 12 shall not exceed one
percent of base year emissions of that Party, time five.

C. Introduce borrowing of assigned amount from future commitment periods

AOSIS believes that allowing the borrowing of assigned amount units from future commitment periods
would directly undermine the environmental integrity of the targets agreed under the Kyoto Protocol, and
directly undermine the procedures and mechanisms on compliance adopted and agreed by the Parties.
Borrowing gives little confidence that real emissions reduction will take place within a fixed time period
or that the additional damage to the environment caused by delayed compliance will be addressed.

AOSIS is of the view that the availability of the flexible mechanisms provides sufficient flexibility to
Annex B Parties in achieving their Article 3 .1 commitments without the need for borrowing.

Proposal: No decision required; status quo should remain.

D. Extend the share of proceeds

As indicated by the Stern Review, the costs of adaptation are substantial and likely to escalate. Current
revenue sources, including the share of proceeds from CDM project activities, are not adequate to meet the
current and future costs of adaptation.

AOSIS believes that a new revenue stream, based on the automatic share of proceeds model, is needed.

AOSIS has tabled a proposal for a Convention Adaptation Fund that links funding for adaptation to
Annex | Party emissions. AOSIS believes that a similar proposal made by the Norwegian government
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offers a useful way to operationalize the AOSIS proposal for Annex I Parties that are also Parties to the
Kyoto Protocol. AOSIS proposes the following:

Proposal: To assist developing country Parties that are particularly vulnerable to the adverse effects of
climate change to meet the costs of adaptation, X% of assigned amount units (AAUs) and removal units
(RMUs) for each Annex I Party shall be set aside at the time of initial issuance of such units. The
International Transaction Log shall ensure that this share is issued and transferred to the specified
account of the Adaptation Fund before the remaining units may be issued. The Adaptation Fund Board
shall offer these units for sale by auction through an appropriate institution authorised by the Board.

Annex 11

Other possible improvements to emissions trading and the
project-based mechanisms under the Kyoto Protocol

AOSIS believes that at this point, many of the proposals below should be deleted from consideration.
Many are not within the mandate of the work of the AWG-KP, many do not require decisions in
connection with second commitment period targets and others overlap with suggestions contained in
Annex L.

I. Clean development mechanism

A. Introduce a different supervisory structure and institutional arrangement in case of
modification of the scope of the clean development mechanism

AOSIS is of the view that it is inappropriate to consider a new supervisory structure and institutional
arrangements to the CDM in anticipation of unspecified modifications to the CDM’s scope. AOSIS
believes the current supervisory structure for the CDM is adequate.

Proposal: Delete this section. No decision required; status quo should remain.

B. Change the composition of the Executive Board membership to ensure equitable
representation of Parties

AOSIS is of the view that the current composition of the Executive Board membership is equitable. The
CDM Executive Board now consists of 10 members and 10 alternates, with one member and one
alternate from each of the five UN regional groupings, two other members and alternates from Annex I
Parties, two other members and alternates from Non-Annex I Parties, and one member and one alternate
from the group of small island developing States (SIDS). This membership balance was negotiated in
parallel with the negotiation of other constituted bodies under the Kyoto Protocol and is part of that
package of agreements.

Proposal: Delete this section. No decision required, status quo should remain.
C. Move the secretariat’s function of supporting the Executive Board to another organization

AOSIS is of the view that the UNFCCC Secretariat is fulfilling an important function in supporting the
CDM Executive Board. In order to continue this function, and in the interests of transparency,
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continuity, and avoidance of potential conflicts of interest, responsibility should remain with the
UNFCCC Secretariat.

Proposal: No decision required; status quo should remain.

D. Introduce alternative institutional arrangements for validation, verification and
certification

AOSIS is of the view that minor changes to the institutional arrangements for validation, verification and
certification of projects could be developed by the CDM Executive Board for consideration by the
COP/MOP. This does not require a decision regarding the second commitment period.

Proposal: Delete this section. No decision required, status quo should remain.

E. Broaden the role of host Party governments

AOSIS is of the view that individual governments may wish to broaden the role of their own Designated
National Authorities (DNAs). However, a decision of the Parties is not required for this.

Proposal: No decision required; status quo should remain.

F. Differentiate the treatment of types of project activities by Party

AOSIS is of the view that differentiating the treatment of types of project activities by Party could
compromise the efficiency of the CDM as a market mechanism. The development of criteria to favour
access by certain host country Parties or groups of Parties to the CDM, or the development of multipliers

to favour or disfavour certain types of projects, would be inappropriate.

However, if support is given to the implementation of NAMASs under the AWG-LCA, it may be
necessary to consider how to avoid the double counting of emission reductions.

Proposal: No decision required; status quo should remain.

G. Allocate proportions of demand to project activity types that contribute more to the
sustainable development of host Parties

See rationale under sections I.L. (co-benefits) and .M. (multiplication factors) above.
Proposal: Delete this section. No decision required, status quo should remain.

H. Allocate proportions of demand to specific groups of host Parties to enhance their
sustainable development

See rationale under sections I.J. (differentiate the eligibility of Parties through indicators) and
LK.(improve access to CDM project activities).

Proposal: Delete this section. No decision required; status quo should remain.
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L. Introduce alternative accounting rules for afforestation and reforestation
project activities in order to increase demand

The current rules governing afforestation and reforestation project activities under the CDM have been
designed to protect the environmental integrity of the Kyoto Protocol by addressing issues such as
measurement uncertainties, non-permanence, potential social and environmental impacts, and leakage.
These protective measures should remain.

Proposal: Delete this section. No decision required, status quo should remain.
J. Restrict the clean development mechanism to bilateral project activities
Although the Kyoto Protocol does not explicitly address unilateral CDM, the availability of unilateral

CDM has contributed to the market for CERs. The scale of unilateral CDM projects also suggests that a
number of governments may be very successful in identifying cost-effective reductions within particular
sectors. This may offer lessons for the AWG-LCA.

Proposal: No decision required; status quo should remain.

K. Use global temperature potentials instead of global warming potentials
Global temperature potentials (GTPs) may provide a better measure of historical responsibility than
global warming potentials. However, the science is not well developed on this issue. AOSIS is willing to
consider this issue further once the science around GTPs is better developed and elaborated.

Proposal: Delete this section. No decision is required, status quo should remain.
L. Include technology transfer as a criterion for the registration of project activities

See section I.L. above (co-benefits).

Proposal: Delete this section. No decision required, status quo should remain.

M. Revise criteria for accreditation of designated operational entities, especially financial

criteria, to enhance the accreditation of designated operational entities based in non-Annex I

Parties

Work on this could be developed further by the CDM Executive Board and could be implemented ahead
of the second commitment period.

Proposal: Delete this section. No decision required, status quo should remain.

I1. Joint implementation
A. Approaches for land use, land-use change and forestry projects under joint implementation
are in line with the treatment of land use, land-use change and forestry under Article 3,

paragraphs 3 and 4, of the Kyoto Protocol

Proposal: Delete this section as it is covered in B below.
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B. Approaches for land use, land-use change and forestry projects under joint implementation
that are parallel to the treatment of clean development mechanism afforestation and reforestation
project activities

Decision 5/CMP.1 (Modalities and procedures for afforestation and reforestation project activities
under the clean development mechanism in the first commitment period), and in particular Appendix B to
the Annex to that decision, addresses important considerations, including socio-economic and
environmental impacts, land ownership and rights of access to sequestered carbon. AOSIS believes that
similar procedures with respect to project design documents should apply to LULUCEF project activities
under Atrticle 6.

Proposal: The procedures for the development of project design documents set out in Appendix B of the
Annex to Decision 5/CMP.1 (Modalities and procedures for afforestation and reforestation project
activities under the clean development mechanism in the first commitment period) shall apply, mutatis

mutandis to land use, land use change and forestry project activities under Article 6 of the Kyoto
Protocol.

C. Introduce crediting on the basis of nationally appropriate mitigation actions

Issues relating to NAMAs are being considered under the AWG-LCA under the Bali Action Plan and do
not relate to the establishment of country-wide emission limitation or reduction commitments under the
Kyoto Protocol for Annex B Parties for the second commitment period — the mandate of the AWG-KP to
the Kyoto Protocol (see I.G. above).

Proposal: No decision required; status quo should remain.

D. Introduce a different supervisory structure and institutional arrangement in case of
modification of the scope of joint implementation

AOSIS is of the view that the current supervisory structure for JI is adequate. See Annex II, I.A. above
Proposal: Delete this section. No decision required, status quo should remain.

E. Change the composition of the Joint Implementation Supervisory Committee membership
to ensure equitable representation of Parties

The current composition is equitable and no change is required. See Annex II, 1.B. above.
Proposal: Delete this section. No decision required, status quo should remain.

F. Move the secretariat’s function of supporting the Joint Implementation Supervisory
Committee to another organization

No changes are required as the current arrangements are adequate. See Annex ILI.C. above.
Proposal: Delete this section. No decision required as the status quo should remain.
G. Introduce alternative institutional arrangements for determination and verification

AOSIS is of the view that minor changes to the institutional arrangements for determination and
verification could be developed by the Joint Implementation Supervisory Committee (JISC) for
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consideration by the COP/MOP. This does not necessitate a decision regarding the second commitment
period.

Proposal: Delete this section. No decision required; status quo should remain.
H. Broaden the role of host Party governments

Individual governments may wish to change their own arrangements with respect to their management of
JI projects. However, a decision of the Parties is not required for this.

Proposal: Delete this section. No decision required, status quo should remain.

L. Differentiate the eligibility of Parties through the use of indicators
There is no need for changes in the eligibility of Parties for JI project activities.
Proposal: Delete this section. No decision required; status quo should remain.

J. Improve access to joint implementation projects by certain host Parties
There is no need for changes to improve access to JI projects by certain host Parties.
Proposal: Delete this section. No decision required, status quo should remain.

K. Differentiate the treatment of types of projects by Party

No changes are required as the current arrangements are adequate.

Proposal: Delete this section. No decision required, status quo should remain.

L. Allocate proportions of demand to project types that contribute more to the sustainable
development of host Parties

No changes are required as the current arrangements are adequate.
Proposal: Delete this section. No decision required, status quo should remain.

M. Allocate proportions of demand to specific groups of host Parties to enhance their
sustainable development

No changes are required as the current arrangements are adequate.

Proposal: Delete this section as no decision required, status quo should remain.
N. Restrict joint implementation to bilateral projects

No changes are required as the current arrangements are adequate.

Proposal: Delete this section as no decision required, status quo should remain.
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0. Introduce multiplication factors to increase or decrease the emission reduction units issued
for specific project types

No changes are required as the current arrangements are adequate.

Proposal: Delete this section. No decision required, status quo should remain.

P. Use global temperature potentials instead of global warming potentials
See Annex II, 1L.K. above.

Proposal: Delete this section. No decision required; status quo should remain.

Q. Include technology transfer as a criterion for the final determination for projects
No changes are required as current arrangements are adequate.

Proposal: Delete this section. No decision required; status quo should remain.

II1. Emissions trading

A. Restrictions on the trading and use of certain Kyoto unit types under national and regional
emissions trading schemes

No changes are required as current arrangements are adequate.

Proposal: Delete this section. No decision required; status quo should remain.
B. Equivalence among Kyoto unit types

No changes are required as current arrangements are adequate.

Proposal: Delete this section. No decision required; status quo should remain.
C. Reduce the commitment period reserve

No changes are required as current arrangements are adequate.

Proposal: Delete this section. No decision required; status quo should remain.
D. Increase the commitment period reserve

No changes are required as current arrangements are adequate.

Proposal: Delete this section. No decision required; status quo should remain.
E. Disclosure of information on transactions of Kyoto units

No changes are required as current arrangements are adequate.

Proposal: Delete this section. No decision required, status quo should remain.
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F. Move the secretariat’s function of maintaining and operating the
international transaction log to another organization

No changes are required as current arrangements are adequate.

Proposal: Delete this section. No decision required; status quo should remain.

IV. Cross-cutting issues
A. Reduce the number of unit types under the Kyoto Protocol

Distinctions in Kyoto units offer transparency in the operation of the flexible mechanisms. This is useful
for those investing in the carbon market, and useful to Parties in assessing the operation of the flexible
mechanisms. These distinctions are also useful in the operation of domestic emissions trading systems.
Accordingly, the number of Kyoto units should not be reduced.

Proposal: Delete this section. No decision required; status quo should remain.
B. Introduce a mid-commitment-period assessment and review process

AOSIS is of the view that the Kyoto Protocol’s second commitment period should run from 2013-2017.
Any longer-term commitment period would require a formal mid-commitment period assessment and
review process, first, to ensure that Annex B Party commitments in the aggregate are on track to be
achieved; and second, to ensure that there is sufficient time to put in place more stringent measures in the
second half of the commitment period if best available scientific information so requires in order to
achieve the ultimate objective of the Convention.

In the event of a commitment period is proposed in excess of five years, AOSIS makes the following
proposal:

Proposal: The Parties to the Kyoto Protocol shall undertake an assessment and review of efforts made to
meet quantified emission limitation and reduction commitments agreed for the second commitment
period, in order to assess progress and determine whether additional measures are needed, based on
best available scientific assessment, to meet the ultimate objective of the Convention. This review shall
be concluded no later than December 31, 2015, and shall enable a decision of the Parties specifying
additional measures to be taken by Annex I Parties, which may include more stringent quantitative
emission limitation and reduction commitments for adoption by the Parties.
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PAPER NO. 9: ISLAMIC REPUBLIC OF IRAN

Improvement to emission trading and the project-based mechanisms under the
Kyoto Protocol for the period after 2012 with potentially significant implications
for the ability of Annex I parties to achieve mitigation objectives
(Annex I - FCCC/KP/AWG/2008/INF.3)

The Islamic Republic of Iran would like to present this submission on Item 1.C of the
above document on “Carbon Capture and Storage” (CCS) for consideration as CDM.

Given the fact that, according to IPCC's Fourth Assessment Report, all mitigation
options should be used in order to achieve deep cut in emission of greenhouse gases,
we support Option 3 as proposed in above document.

The current understanding of CCS and the scientific information available on
technological, environmental and economical aspects of CCS demonstrate that in the
near future it is possible to exploit this technology at commercial scale in many
appropriate sites of the world, in particular those locations which have suitable
geological storage areas such as gas and oil fields where large amounts of GHGs can
be stored. Application of CCS under CDM in developing countries can also help to
avoid use of large amounts of natural gas which is currently injected in oil fields for
Enhanced Oil Recovery (EOR) and thus save the natural gas for other energy uses.
This is especially important for those geological locations where there are many
depleted oil and gas storage sites.

We believe that presently there exist ample knowledge, information and
documentations in favor of the five issues that have been mentioned under Option 3 of
the document. There are also several successful pilot studies around the world to
demonstrate the applicability of CCS technology under CDM.

There have been sufficient discussions and difficult negotiations in this regard since
COP 11 in Montreal, where the IPCC Special Report on Carbon Dioxide Capture and
Storage was presented and approved, through COP 14 and thus further delays in
making decision on this agenda item seem inappropriate. We regret that, despite
extensive discussions at the Contact Group Meetings at COP14 in this regard, no
consensus could be reached

Therefore, we support Option 3 of the proposed options in that

“CCS activities should be registered under the CDM and Annex I parties may use
CERs for such project activities in the second commitment period”.

It should be mentioned that the CCS under CDM activities should not in anyway defer
or retard other CDM activities including energy efficiency , renewable energies,
deforestation, etc., as these mitigation options have a higher priority at a lower cost at
present time.
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PAPER NO. 10: JAPAN

Japan’s submission for the AWG-KP
Emissions trading and the project-based mechanisms

|o. GeneralView\

There are two points to be discussed in considering improvements of flexibility
mechanisms in the framework beyond 2012 and their consequences for commitments of
developed countries.

The first is the basic concept of flexibility mechanisms. Flexibility mechanisms should be
placed in line with the discussions of commitments of developed countries and actions of
developing countries. In this regard, the consideration of flexibility mechanisms should also
be discussed in the AWG-LCA in a consistent way.

The second is the concrete measures for improving mechanisms. A variety of views and
proposals have been tabled, but consideration should move to designing a complete picture
of the mechanisms with close examination of each proposal.

This submission describes Japan’s views on these two points and plans for future
discussions.

h. Basic concept of flexibility mechanisms|

Flexibility mechanisms are not merely means to achieve emissions reduction targets of
developed countries, but affect the whole structure of the framework beyond 2012.
Therefore, factors including the following should be considered:

(1) Relationships with QERLOs of developed countries

QERLOs of developed countries should be determined in a rational and comparable
manner, taking into account each country’s efforts and its possible future efforts. Thus, a
commitment of each developed country Party should be set in a manner which ensures
comparability for each country, based on analysis of mitigation potentials with indicators
such as sectoral energy efficiency and GHG intensity, with due consideration to the marginal
abatement costs and total abatement costs as percentage of GDP. In considering
commitments which ensures comparability, adequacy should be evaluated with regards to
domestic mitigation efforts by developed country Parties separately from mitigation by
utilizing flexibility mechanisms.

(2) Relationships with resources for adaptation

The best way to strengthen the funding resources for adaptation should be further
considered in a comprehensive manner, including further utilization of flexibility
mechanisms and combination of a variety of financial sources.

It should be noted that the prioritization of adaptation programs in each county and
mainstreaming of adaptation measures in the development plans of developing countries
should be a prerequisite for considering resources for adaptation.

(3) Relationships with actions by developing countries
According to the Bali Action Plan, developing countries are to take nationally appropriate
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mitigation actions in a measurable, reportable and verifiable manner in the framework
beyond 2012. Flexibility mechanisms should reflect differences of the economic
development levels among developing countries and provide appropriate incentives to their
efforts matched with each country’s situation, while supporting their sustainable
development.

(4) Consistency with the discussions in the AWG-LCA

The above (1)-(3) closely relate to the discussions in the AWG-LCA and should be
considered in both AWGs in a consistent manner. Japan’s views on how to further advance
this work will be mentioned in section 3.

|2. Concrete measures for improving flexibility mechanisms|

The discussions on the improvements of flexibility mechanisms should further be
elaborated based on proposals from the Parties that have been submitted so far in order to
draw a complete picture for the improvements. In these discussions, Japan considers that
the following points are especially important (detailed additional inputs by item on the note
by the Chair (FCCC/KP/AWG/2008/INF.3)) will be set out in Annex to this submission:

(1) Broadening the scope of flexibility mechanisms

The decisions at the COP 7 (The Marrakesh Accords) does not include carbon dioxide
capture and storage (CCS) in the scope of flexibility mechanisms and indicates that Annex |
Parties refrain from using certified emission reductions generated from nuclear facilities.
Nevertheless, CCS and nuclear activities should be included in the scope in the future, based
on the idea that the scope of flexibility mechanisms should be open to any available
technologies. Actual use of those technologies should be left to the market with
consideration of the contribution to tackling climate change and to technological feasibility.

(2) Crediting mechanisms as financial support for MRV actions by developing countries

Improvement of the CDM should fulfill such requirements as (1) giving incentives for
nationally appropriate mitigation actions by developing countries in accordance with their
responsibilities and capabilities, (2) maintaining environmental integrity and the reliability of
credits, (3) enhancing the usefulness for the private sector and (4) improving the
predictability and efficiency of processes. There are problems in each option presented by
Parties (see Annex) and it is necessary to consider measures to overcome those
shortcomings while giving full consideration to the advantages.

(3) Promoting co-benefits

In order to make use of flexibility mechanisms, a scheme to promote measures to cope
with climate change while materializing development needs of developing countries (a co-
benefits approach) should be introduced. Based on this, it is important to extend the
support for sustainable development using flexibility mechanisms by giving procedurally and
financially preferential treatments for projects which have high co-benefits effects and are
easy to measure, report and verify (e.g. projects which alleviate air and water pollution,
waste problems, etc.), giving consideration to causing extra burden by conducting their
assessment.
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3. Plans of future discussions|

® From the next session, Parties should discuss the basic concept of flexibility
mechanisms mentioned in section 1 and concrete measures for improvements of the
mechanisms mentioned in section 2 above. Issues which will require amendments to
the Kyoto Protocol are also within the mandate of the AWG-KP that is to discuss
“commitments for subsequent periods” (Article 3.9 of the Kyoto Protocol).

® In addition, as mentioned in section 1 above, the system of flexibility mechanisms closely
relates to the discussions in the AWG-LCA. However, concrete discussions on flexibility
mechanisms have not been started in the AWGLCA, which may impede future
substantial consideration in the AWG-KP.

® Therefore, firstly, the AWG-LCA should be informed of the current discussions on
flexibility mechanisms taking place in the AWG-KP and should be encouraged to take up
the issue of flexibility mechanisms in its discussion in terms of comparable and fair
commitments of developed countries, nationally appropriate mitigation actions by
developing countries and development and transfer of technologies. On that basis,
Parties should consider how both AWGs could advance discussions on flexibility
mechanisms in a consistent manner.

(Annex)
Additional inputs by each item on the note elaborated by the chair of the AWG-KP
(FCCC/KP/AWG/2008/INF.3)

Annex |
| (CDM)-C. Include carbon dioxide capture and storage (CCS)

CCS technologies should be added to the scope of the CDM and Joint Implementation
based on the notion that flexibility mechanisms should be open to any available
technologies. In tackling climate change, it is necessary to mobilize all the effective
technologies available without excluding certain technologies. Actual use of those
technologies should be left to the market with consideration of their contribution to
tackling climate change and technological feasibility. Implementation of CCS should be
conducted in an appropriate manner to avoid environmental impacts. However, it is a vital
technology to achieve the long-term goal of reducing global GHGs at least by 50% by 2050,
and is very effective in achieving reduction in some countries, including developing
countries, that are forced to be highly dependent on fossil fuels. Taking this into
consideration, option 3 is appropriate.

As mentioned in the footnote of the document, the AWG-KP should discuss necessary
conditions for including CCS in the scope of the CDM in the framework beyond 2012, based
on the on-going discussions in the SBSTA on technical aspects for the inclusion of CCS in the
scope of the CDM and the assessment conducted by the CDM Executive Board.

| (CDM)-D. Include nuclear activities
[1 (JI1)- B. Include nuclear activities

Credits generated from nuclear activities should be available based on the notion that
flexibility mechanisms should be open to any available technologies. In tackling climate
change, it is necessary to mobilize all the effective technologies available without excluding
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certain technologies. Actual use of those technologies should be left to the market in
consideration of their contribution to tackling climate change and technological feasibility.
In discussing nuclear activities, the technology progress so far and recent developments in
international cooperation should be taken into account. For example, for nuclear safety, 30
countries including developing countries have already been using nuclear power:
experiences with nuclear safety technologies by those countries have been accumulated
and the technology itself has advanced remarkably. Moreover, international cooperation for
developing human resources and institutional schemes have steadily progressed in recent
years. In recent times, nuclear power has been revaluated as a means to cope with climate
change, and there are plans to expand the peaceful use of nuclear power. In some cases,
acquiring investment to introduce safe and secure technology and to enhance human
resources is a challenge. Including nuclear power technology in the scope of flexibility
mechanisms will support the use of nuclear power from the financial aspect, which is
important to realize substantial global emission reductions. The use of flexibility
mechanisms should reflect these discussions.

It is obvious that ensuring non-proliferation/safeguards, nuclear safety and security (“3s”)
is a precondition for the use of nuclear power, and this should be ensured through
continuous efforts under cooperation of countries concerned regardless of the inclusion of
nuclear power in the scope of flexibility mechanisms.

| (CDM)-E. Introduce sectoral clean development mechanisms for emission reductions below
a baseline defined at a sectoral level

The sectoral clean development mechanisms may lower the reliability of credits,
deteriorate environmental integrity and cause negative effects on international fairness
within a certain sector, depending on eligible sectors and facilities, baseline setting, means
for measurement, report and verification of actual emissions, etc. Therefore, the sectoral
clean development mechanisms should be carefully examined so that these problems are
properly addressed in designing flexibility mechanisms.

There are two options proposed for baseline setting, but both have problems. For Option
1, projection of emissions in an entire sector is very likely to have a big margin of baseline
error compared to the case estimated project by project, and it will be greatly influenced by
factors such as macro-economic trends. Using intensity for the baseline will be a possible
solution to avoid this problem. Option 2, which is to fix the baseline at an average of the
intensity of a particular year, is not appropriate as it suggests to simply since there may be a
difference of intensity among facilities within a certain sector and its distribution can be
diverse and intensity can be improved in the case of business as usual. Appropriate
benchmarks should be set on the basis of the reality in each sector in each host country.

In addition, as for credits issued collectively by sector there are problems of how credits
will be allocated to participants of each project in relation to the incentives for them and
what kind of body will manage the credits. Hence, the current rules of the CDM cannot be
simply applied to sectoral clean development mechanisms and new measures for
governance and operation should be considered. This point should be added to the Note.
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| (CDM)-F. Introduce sectoral crediting of emission reductions below a previously
established no-lose target

This methodology has the same technical problems as the I(CDM)-E sectoral CDM. In
addition, the original objectives of promoting additional mitigation actions by developing
countries depend on whether the targets will be set in an appropriate level, reflecting the
capabilities and responsibilities of the host countries. Therefore, this problem should be
firstly addressed when considering this proposal. In order to reduce uncertainties of the
projection as much as possible, intensity should be used as a target in principle. The
adequacy of assumptions in setting targets should be assessed strictly.

Paragraph 19 of the document states that “The non-Annex | Party may receive financing
and technology in advance of credits being generated for a crediting target,” but in order to
take this approach, it is necessary to consider whether it is effective in promoting additional
emission reductions, how to implement the ex-post verification and what measures should
be taken if a host country does not achieve the targets. Therefore, these issues should be
added to the document.

Paragraph 20 states that “No credits shall be generated **-. There shall be no other
consequences for a Party that does not meet a crediting target.” However, Japan maintains
that major developing countries should be obliged to achieve intensity targets and the
nature of targets should not be limited to ‘no-lose’ targets here.

| (CDM)-H. Ensure environmental integrity and assess additionality through the development
of standardized, multi-project baselines

Strict and complex processes with various methodologies and tools have been developed
to demonstrate additionality under the current mechanism. The principle of additionality,
however, should be reviewed, reverting to its original concept provided in the Kyoto
Protocol.

Utilizing the experience and knowledge acquired so far, the mechanism should be
redesigned with due consideration to the accessibility for project operators. For this
purpose, opportunities to reflect views of users should be provided in the process of
designing the mechanism.

Paragraph 29 shows the way to define standardized baselines for specific project activity
types, but this methodology can be applied to sectors or subsectors where activities are
harmonized to some degree (iron and steel, cement, aluminum, coal fired power generation,
etc.) and “specific sectors or subsectors” should be added besides “specific project activity
types” in this paragraph. In addition, since there can be an option to use specific targets
instead of baselines to assess additionality, “baselines” should be replaced by “baselines
and target benchmarks.”

Whether to apply this methodology when meeting certain criteria (Option 1in paragraph
29) or to make it mandatory for certain sectors or types of project activities (Option 2 in the
same paragraph) can be differentiated according to host countries’ capabilities, rather than
applying the same rule equally to all countries.

In addition to the existing two options for setting parameters in paragraph 30, a new
option (Option 3), which is, for example, to set benchmarks at the top x% of the current
distribution of intensity within certain types of project activities or sectors should be
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considered. In this case, as is in Option 1, it is adequate that such parameters and procedures
would reflect national circumstances and be periodically adjusted.

| (CDM)-J. Differentiate the eligibility of Parties through the use of indicators

In order to improve the geographical distribution of CDM projects and to promote actions
by developing countries in accordance with their common but differentiated responsibilities
and respective capabilities, countries which need urgent support for emission reductions
(especially vulnerable countries and LDCs) should be prioritized as host countries of CDM
projects. In this respect, differentiation in the CDM scheme is necessary. In addition to the
current proposal of making certain host countries eligible or non-eligible for specific project
types or entire CDM projects, there can be more detailed differentiation systems such as “in
a certain sectors in certain countries (e.g. iron and steel, cement, aluminum, power sectors
in major developing countries), only specific methodology can be applied (e.g. setting
standardized baselines by sector)” or “host countries may be treated differently in setting
baselines or targets (e.g. a benchmark of a specific sector for country A is set at its top X% of
intensity, and for country B at its top Y%. Stringency of benchmarks is adjusted in
accordance with countries’ common but differentiated responsibilities and respective
capabilities)”.

| (CDM)-L. Include co-benefits as criteria for the registration of project activities

In reforming flexibility mechanisms, a scheme to promote measures to cope with climate
change while materializing development needs of developing countries (co-benefit
approach) should be introduced. Including co-benefits as criteria for the registration of
project activities will provide incentives for enhancing contribution of the project-based
mechanisms, in which many countries including developing countries are interested, to
sustainable development. Therefore, Japan supports Option 1, which allows preferential
treatments for projects with specific co-benefits.

Option 2, which proposes that all projects must demonstrate co-benefits and be verified
by a DOE, should not be adopted since this option constrains the use of flexibility
mechanisms. Air and water pollution, and waste problems should be illustrated as typical
areas of co-benefits, where many CDM projects provide co-benefits with GHG limitations and
reductions and their direct effects are measurable. Combination of such preferential
treatments as reducing financial burdens and giving priority in the registration processes
should be introduced in order to avoid too much burden on MRV for those engaged in
projects. In addition, scale thresholds should be taken into account, as relatively small co-
benefits may produce much burden on their assessment of co-benefits.

Annex I
| (CDM)-I. Introduce alternative accounting rules for afforestation and deforestation project
- activities in order to increase demand

Japanis concerned about the current situation where a very limited number of
afforestation and reforestation CDM projects have been realized. Japan believes that the
afforestation and reforestation CDM is an important scheme for many developing countries,
particularly for those that have degraded lands and limited alternatives to their livelihood, to
contribute to climate change mitigation and improvement of livelihood simultaneously, and
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thus it needs to be further promoted. In view of these circumstances, many aspects such as
carbon accounting and related concepts including additionality, project boundaries and
land-eligibility should be reviewed in order to enhance the practicability of and increase the
demand of the afforestation and reforestation CDM projects.

The term ‘deforestation’ might be misspelt for ‘reforestation’ in the information
document.
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PAPER NO. 11: MADAGASCAR

Réforme des crédits temporaires des activités de projets de boisement/reboisement du
Mécanisme de développement propre et mesures en réponse a la “non-permanence”

Crédits temporaires des activités de boisement/reboisement

La décision 5/CMP.1' autorise I'utilisation de deux types d’unités de réduction certifiée des
émissions (URCE)® — temporaires (URCE-t) et de longue durée (URCE-LD) — pour contrer le
risque de non-permanence dans le cadre des activités de boisement/reboisement du MDP. Les
projets de boisement/reboisement sont les seuls a délivrer des crédits temporaires dans le
cadre du MDP.

1. Les URCE-t et les URCE-LD reposent sur une hypothése fondamentale selon laquelle le
stock de carbone gagné pendant la période de comptabilisation de I'activité de projet sera émis
dans I'atmosphére indépendamment du type de forét et/ou des circonstances de l'activité. Il est
également supposé que le flux négatif de CO, lors de la croissance d’une forét sera transformé
immédiatement en flux positif a “la fin de la période d’engagement suivant celle au cours de
laquelle elle a été délivrée” dans le cas des URCE-t ou a “la fin de la période de
comptabilisation” dans le cas des URCE-LD.

2. Cependant, une activité d’un projet non forestier pourrait également étre présentée comme
un flux. A la fin de la période de comptabilisation, rien ne garantit que le flux ne sera pas
inversé (le responsable du projet pourrait par exemple revenir a des activités fortement
consommatrices de combustibles fossiles).

3. La comptabilisation temporaire des crédits des activités de boisement/reboisement du MDP,
sous forme d’'URCE-t et dURCE-LD selon la décision 5/CMP.1, discrimine les activités de
boisement/reboisement. Elle explique en grande partie le trés faible nombre de projets de
boisement/reboisement développés dans le cadre du MDP.

Implications des crédits temporaires

4. L’approche de comptabilisation temporaire (URCE-t/URCE-LD) a de vastes implications a la
fois au niveau des responsables de projets que des acheteurs de ces crédits en termes de
responsabilité pour le remplacement des crédits, de valorisation et de liquidité. L'impact cumulé
de ces implications explique le peu d’intérét pour les projets de foresterie ainsi que la faible
demande pour les crédits issus des projets de boisement/reboisement du MDP qui ont été mis
en place.

o Le MDP est le seul mécanisme d’atténuation des changements climatiques qui utilise les
crédits temporaires. Tous les autres systémes délivrent des crédits permanents et

' Modalités et procédures de prise en compte des activités de boisement et de reboisement au titre du Mécanisme
pour un développement propre au cours de la premiére période d’engagement aux fins du protocole de Kyoto

2 “| 'URCE temporaire ” ou “URCE-t” désigne une unité de réduction certifiée des émissions (URCE) délivrée

pour une activité de boisement ou de reboisement au titre du MDP dont la validité, ..., expire a la fin de la période

d’engagement suivant celle au cours de laquelle elle a été délivrée;

“L’URCE de longue durée” ou “URCE-LD” désigne une URCE délivrée pour une activité de boisement ou de
reboisement au titre du MDP dont la validité, ... , expire a la fin de la période de comptabilisation, pour I'attribution
des crédits d’émission de 'activité de boisement ou de reboisement au titre du MDP pour laquelle elle a été
délivrée;
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appliquent des mesures différentes contre le probléme de non-permanence.

o Le marché des crédits du MDP a plusieurs branches : les crédits temporaires non liquides
(URCE-/URCE-LD) des activités de boisement/reboisement sont commercialisés
indépendamment des URCE des autres secteurs.

o Les crédits temporaires mettent une forte pression sur les acheteurs qui doivent les
remplacer par des crédits permanents. En effet, les URCE-t et les URCE-LD doivent étre
remplacées, avant la date d’expiration de la période de comptabilisation, par une autre unité
de crédit du protocole de Kyoto- UQA, URCE, URE, UA ou URCE-t/URCE-LD®. Les
acheteurs ne pourraient contrdler ni la date de remplacement ni le colt futur de ce
remplacement.

e La poursuite des crédits temporaires (URCE-t/URCE-LD) pour les activités de
boisement/reboisement du MDP aura un effet négatif sur les autres options dUTCATF et
d’AFOLU qui pourraient exister dans le régime de l'aprés-Kyoto. Ces options ont des
contraintes similaires a celles que rencontrent les projets de boisement/reboisement du
MDP. Le probléme des crédits temporaires ne se pose donc pas uniquement a ces
derniers.

Nécessité d’une réforme de la comptabilisation temporaire

La réforme de la comptabilisation temporaire pour les activités de boisement/reboisement du
MDP devrait représenter une priorité du programme de travail 2009 de TAWG-KP. Dans ce
contexte, voici des suggestions a considérer :

5. Certains types d’'activités de projet pourraient étre considérés comme permanents de
maniére intrinséque lorsqu’ils démontrent de maniére plausible et raisonnable la continuité de
la forét (stocks de carbone) au-dela de la date d’expiration de la période de comptabilisation.
Les crédits correspondants devraient étre considérés permanents.

6. Les modalités et les procédures des activités de projet de boisement/reboisement du MDP
devraient étre révisées afin de mettre en évidence les catégories d’activités forestieéres ou
d'utilisation finale des produits forestiers qui prouveraient de maniére plausible et raisonnable la
continuité de la forét lors de I'étape de validation ou des étapes de vérification suivantes des
projets de boisement/reboisement du MDP.

7. Les projets enregistrés avec des URCE-t devraient étre autorisés a passer aux crédits
permanents aprés 2012.

8. Les modalités et les procédures des projets dUTCATF/AFOLU pour la période aprés 2012
ne devraient adopter que des crédits permanents qui ne doivent pas étre remplacés a la fin de
la période de comptabilisation.

Approches contre la non-permanence

9. Plusieurs approches cherchent a résoudre la question de non-permanence des activités
d'UTCATF. Ces alternatives comprennent les tampons, les réserves de crédits et 'assurance.

10. Des tampons pourraient servir a garantir des réserves spécifiques de carbone mises de
cbté par le projet afin de compenser une perte potentielle de carbone. La proportion de la
réserve pourrait varier selon I'envergure du risque de non-permanence. Cette approche a été

® Aleur expiration, les URCE-t peuvent étre remplacées par des UQA, des URCE, des URE, des UA ou des URCE-t
tandis que les URCE-LD peuvent étre remplacées par des UQA, des URCE, des URE, des UA ou des URCE-LD.
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adoptée dans les systémes réglementés tels que California Climate Action Registry et 'ETS
australien ainsi que sur le marché volontaire du carbone. Les projets peuvent créer et gérer en
commun ces tampons afin de (i) diminuer les colts de transaction de création des tampons et
(ii) diversifier les risques.

11. Les réserves de crédits représentent des quantités spécifiques d'URCE, dURE, dUQA
et/ou d’'UA qui ne sont pas prises en compte a I'échéance de la période d’engagement mais qui
sont retenues pour compenser le risque potentiel de non-permanence. La gestion active des
réserves de crédits en réponse au progrés des projets de boisement/reboisement du MDP
garantirait une plus grande confiance des acheteurs vis-a-vis des crédits des projets de
boisement/reboisement du MDP.

12. Assurer les projets de boisement et de reboisement pourrait couvrir la perte potentielle de
carbone. Un assureur pourrait remplacer les URCE associées a la perte de carbone par une
quantité équivalente d’'URCE, d'unités de quantité attribuée (UQA), d'unités de réduction
d’émission (URE) ou d'unités d’absorption (UA). L’assurance pourrait étre une alternative
autorisée aux participants au projet.

Propositions pour I’ AWG-KP

13. L'utilisation des crédits temporaires n’est pas une mesure efficace contre la non-
permanence. Elle présente de nombreux inconvénients, augmente les colts de transaction lors
de la mise en ceuvre de projets de boisement/reboisement du MDP et au final, réduit la
demande de crédits délivrés par les projets d’utilisation des terres. Par conséquent, des crédits
permanents pour les projets de boisement/reboisement du MDP devraient étre adoptés
pendant cette période d’engagement. Les projets qui ont été enregistrés avec des URCE-t
devraient étre autorisés a passer aux crédits permanents pour la période aprés 2012.

14. Une association de tampons, de réserves de crédits, d’assurances et d’autres mesures
similaires sera efficace contre la non-permanence, permettra de lever les obstacles imposés
par la comptabilisation temporaire et facilitera I'expansion des activités d’atténuation au niveau
du paysage.

15. Les directives et les procédures de mise en ceuvre du mécanisme de crédits permanents
devraient étre appliquées afin de garantir la transparence, la vérifiabilité et I'efficacité des
approches proposées contre la non-permanence des projets de boisement/reboisement du
MDP.
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PAPER NO. 12: NEW ZEALAND

A Submission to the Ad-Hoc Working Group on Further Commitments for Annex | Parties

under the Kyoto Protocol (AWG-KP)
Improvements to Emissions Trading and the Project-Based Mechanisms
16 February 2009

New Zealand welcomes the opportunity to provide input in relation to how possible
improvements to emissions trading and the project-based mechanisms, as contained in
annexes | and Il to document FCCC/KP/AWG/2008/5 and annexes | and Il to document
FCCC/KP/AWG/2008/INF.3, would function.'

This submission is supplementary to New Zealand’s submission to the AWG-KP in
October 2008.> This submission summarises New Zealand’s views on the proposal in
annex I, section llI(C) in both documents: “Reduce the commitment period reserve.” It
also presents New Zealand’s preliminary views on other proposals contained in annexes |
and Il of both documents, including New Zealand’s interest in new crediting mechanisms
based on sectoral no-lose targets and/or sectoral emissions trading in developing
countries.

New Zealand supports the agreement in FCCC/KP/AWG/2008/L.19 that further
deliberations on improvements to emissions trading and the project-based mechanisms
should focus on those in annex | and avoid duplication of work in its consideration of those
in annex Il. New Zealand believes that the design of the commitment period reserve is
important for the effective operation of emissions trading and the project-based
mechanisms, and should be carefully considered in light of forthcoming Party decisions on
the nature of commitments, the operation of emissions trading and the project-based
mechanisms, and compliance procedures and mechanisms.

Proposal to Reduce the Commitment Period Reserve

Background

4.

The annex to Decision 11/CMP.1° provides that each Party included in Annex | shall
maintain, in its national registry, a commitment period reserve (CPR) which should not
drop below 90 per cent of the Party’s assigned amount calculated pursuant to Article 3,
paragraphs 7 and 8, of the Kyoto Protocol, or 100 per cent times five times its most
recently reviewed inventory, whichever is lowest.

The CPR was intended to prevent Annex B Parties from “overselling” units, which could
increase the risk of non-compliance with their Article 3 commitments and potentially
compromise the environmental integrity of the Kyoto Protocol. The current form of the
CPR was designed in the context of negotiations for the first commitment period, with
particular regard to the nature of commitments by the Parties in Annex B to the Kyoto
Protocol, the design of emissions trading and the project-based mechanisms, and the

' FCCC/KP/AWG/2008/L.19
2 FCCC/KP/AWG/2008/MISC.7
3 FCCC/KP/CMP/2005/8/Add.2
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compliance procedures and mechanisms. While the CPR serves an important function,
the current design of the CPR has two shortcomings, each of which is discussed below:

First, the current design of the CPR has the potential to constrain the efficient operation
of carbon markets in the case where an Annex B Party chooses to devolve Article 17
emissions trading activities to legal entities.

Second, the current design of the CPR could perversely require an Annex B Party to
maintain a reserve greater than its likely emissions.

The Kyoto Protocol enables Annex B Parties to devolve emission trading activities to legal
entities, which could help to increase the effectiveness and efficiency of international
emissions trading over time. New Zealand supports the ability of Parties to maintain
flexibility around the design of their domestic policy settings in response to their
international obligations under the UNFCCC and the Kyoto Protocol.

In the case of an Annex B Party that is a net buyer overall and devolves emissions trading
to legal entities, it is possible that different legal entities could be either net sellers or net
buyers under Article 17. If there is a risk that the CPR could be triggered at any time,
thereby halting offshore transfers of Kyoto units, legal entities wanting to sell their units
overseas will face uncertainty about their ability to meet future contractual obligations to
deliver units. This risk is mitigated by the inflow of removal units or purchased Kyoto units
into the registry, and cessation of trading because of triggering the CPR could be
temporary.

However, the delivery uncertainty created by short-term breaches of the CPR comes at a
cost to both sellers and buyers. Note that this risk applies to trades in assigned amount
units, removal units, certified emission reductions, and emission reduction units issued
under “Track I” (i.e., that have not been verified in accordance with the verification
procedure under the Article 6 Supervisory Committee).

In the current design of the CPR, there is no practical way to distinguish between Parties
that deliberately “oversell” units with a loss of environmental integrity, and Parties that
temporarily trigger the CPR because of the relative timing of unit inflows and outflows
under a fluid emissions trading regime.

Having evaluated this issue in its own national context, New Zealand has concluded that a
CPR of 90 per cent is sufficiently high to constrain emissions trading activity by those
Parties that choose to devolve emissions trading to legal entities, or may wish to do so in
the future. When the need for the CPR is considered in the context of other compliance
procedures and mechanisms, New Zealand believes that the CPR could be lowered while
still achieving the original policy intent of guarding against overselling with a loss of
environmental integrity. This would reduce the risk of triggering the CPR by Parties
looking to conduct legitimate emissions trading activity. It could also contribute to greater
liquidity in the international emissions trading market, lowering unit prices and helping to
achieve the maximum level of emission reductions for a given level of investment.

There is a second shortcoming of the current design of the CPR: an Annex B Party could
be required to maintain a reserve greater than its likely emissions. This could occur in the
case of a Party calculating its CPR on the basis of its most recently reviewed inventory. In
the case where the latest reviewed inventory was higher than the reviewed inventories in
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the prior years in the commitment period, the Party could be required to maintain a
reserve that exceeded its likely emissions. This outcome would be inequitable.

12. It also may be necessary in the future to clarify how the CPR will operate during the
transition between commitment periods. Emissions trading activity for compliance with
2008-2012 commitments will likely continue during the time between 31 December 2012
and the end of the true-up period. Emissions trading activity will also be underway in
relation to post-2012 commitments. During this time, it is not clear which CPR will apply,
and to which unit holdings.

Proposal

13. Clearly, the CPR operates in conjunction with the nature of Party commitments, the
operation of emissions trading and the project-based mechanisms, and the compliance
procedures and mechanisms. As the Parties move toward agreement on these features
for the second commitment period, then Parties should re-consider the need for, and if
appropriate the effective design of, the commitment period reserve.

14. If the current rationale for the CPR remains valid after the first commitment period, then
New Zealand proposes changing the operation of the CPR as follows:*

Each Party included in Annex | shall maintain, in its national registry, a commitment

period reserve which should not drop below the lower of either:

a) [X] per cent of the Party’s assigned amount calculated pursuant to Article 3,
paragraphs 7 and 8, of the Kyoto Protocol [where X is a value less than 90 per
cent to be agreed by the Parties in the context of quantified emission reduction
or limitation commitments, operation of emissions trading and the project-based
mechanisms, and compliance procedures and mechanisms after the first
commitment period], or

b) The sum of the reviewed inventories reported thus far in that commitment period,
plus the most recently reviewed inventory times the number of years remaining
in that commitment period.

Other Proposals Concerning Emissions Trading and the Project-Based Mechanisms

15. As discussed in its earlier submission, New Zealand considers it important to address
three important issues when looking at each proposal:

e Cost-effectiveness
e Administrative complexity
e Potential for perverse outcomes.

* Note that this proposal represents a change from New Zealand’s proposal in
FCCC/KP/AWG/2008/MISC.7 that “CPR levels be lowered in subsequent commitment periods for Annex
| Parties that meet their commitments in the previous commitment period.” Upon further reflection, New
Zealand has concluded that this proposal is not desirable for two reasons. First, Parties already face
consequences (including suspension of the eligibility to make transfers under Article 17 of the Protocol
until the Party is reinstated) for non-compliance with their Article 3 commitments in the previous
commitment period. Second, the compliance status of Parties for the prior commitment period will not
be confirmed until the end of the true-up period, which will be part way through the subsequent
commitment period. This timing would create significant uncertainty around the operation of the CPR.
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New Zealand sees particular merit in the potential for new mechanisms based on sectoral
no-lose targets and/or sectoral emissions trading in developing countries. It is important
for this work to be closely aligned with discussions in the AWG-LCA on nationally
appropriate actions for developing countries (which could have a sectoral focus in some
cases) and use of the carbon market to enhance the cost-effectiveness of Parties’
mitigation efforts.

In particular, New Zealand welcomes further discussions by Parties on the potential
differences and similarities between sectoral no-lose targets and sectoral emissions
trading. New Zealand believes that the proposals to “Introduce sectoral crediting of
emission reductions below a previously established no-lose target” and to “Introduce
emissions trading based on sectoral targets” contained in FCCC/KP/AWG/2008/INF.3
require further clarification and elaboration.

New Zealand is considering Parties’ proposals concerning improvements to emissions
trading and the project-based mechanisms, and may provide a further submission at a
later date.
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PAPER NO. 13: PANAMA ON BEHALF OF COLOMBIA, COSTA RICA, MEXICO AND PANAMA

Submission by Panama on behalf of Colombia, Costa Rica and Mexico
* Improvements to emissions trading and the project based mechanisms (AWG-KP)
- Further input on how the possible improvements to emissions trading and
the project based mechanisms, as contained in annexes I and II to document
FCCC/AWG/2005/5 and annexes I and II to document
FCCC/AWG/2005/INF.3 would function

The AWG KP at its fifth session requested Parties to submit their views on further input on how
the possible improvements to emissions trading and the project based mechanisms, as contained
in annexes [ and II to document FCCC/AWG/2005/5 and annexes I and II to document
FCCC/AWG/2005/INF.3 would function (See FCCC/KP/AWG/2008/L.19, paragraph 7 (¢)).

The CDM has positively contributed to the enhancement of developing countries’ participation in
mitigation activities and to host parties’ sustainable development, thus, we call for this instrument
to be maintained, improved, scaled-up and allowed to better operate together with climate
resilient and low carbon efforts in developing countries.

Our countries have developed several mitigation policies, regulations, measures and specific
projects that are not recognized internationally. In this sense, we support that National
Appropriate Mitigation Actions (NAMAs) could scale up low carbon action by aggregating CDM
activities and programs as well as mitigation policies and measures carried out at different levels,
on a voluntary basis. Reductions resulting from these NAMAs could either be a contribution of
the country to the global mitigation effort, or be used in a crediting mechanism of the carbon
market in exchange for additional caps for Annex I Parties. Emissions reductions under NAMAs,
which could be included within the carbon market, should be subject to MRV.

NAMAs and their emission reduction objectives should be voluntary, no-lose and based on
national capacities and circumstances. Each country should be able to decide whether to
participate in this scheme as well as in the actions that would be presented within their NAMAs.
Consequently, there would be a continuous use and participation of the existing flexible
mechanisms, particularly the CDM; and an increased development of activities under them.
Implementation of NAMAs should complement and support the use of the CDM while avoiding
double counting. In all cases, existing institutional arrangements under the CDM should be built
upon.

On the other hand, we support that project activities that demonstrate specific co-benefits, as
defined and confirmed by the Designated National Authorities -including energy efficiency,
technology transfer, environmental services such as biodiversity conservation, water resources
management, improvements in air quality, poverty alleviation, economic growth, and social
benefits- should be entitled to preferential treatment (e.g. fast track registration processes or fees
reduction), in order to reduce barriers for their implementation.

As developing countries particularly vulnerable to the adverse effects of climate change, and
considering that financial needs for adaptation have not been sufficiently covered, we ask for the
extension of the share of proceeds to Joint Implementation and Emissions Trading Schemes. The
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share of proceeds should represent at least 2% of the ERUs and AAUs issued. This extension
would apply until a predictable, sufficient and long-term financial mechanism for adaptation has
been developed.

Finally and in reference to the consideration of new eligible CDM project activities, we ask for
the inclusion of REDD and other LULUCEF activities such as restoration of wetlands, sustainable
forest management and other sustainable land management activities, taking into account their
potential for emissions reduction and carbon sequestration.
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PAPER NO. 14: PANAMA ON BEHALF OF COLOMBIA, COSTA RICA AND PANAMA

Submission by Panama on behalf of Colombia and Costa Rica
e Definitions, modalities, rules and guidelines for the treatment of land use, land-use change
and forestry (LULUCF) in the second commitment period (AWG-KP)

e Views and proposals for further elaboration of the options, elements and issues
contained in annex III to the report of the first part of the sixth session, and annex IV
to the report at the resumed fifth session, including views on how and which
proposals could address cross-cutting issues.

During the resumed sixth session of the AWG-KP draft conclusions were adopted regarding the
Work programme for 2009 (FCCC/KP/AWG/2008/L.19). The AWG-KP concluded, noting the
iterative nature of its work programme, that in 2009 it will focus on agreeing on further
commitments for Annex I Parties under the Kyoto Protocol. In this context, it recognized the need
for work to be conducted on the following issue: definitions, modalities, rules and guidelines for
the treatment of land use, land-use change and forestry (LULUCF) in the second commitment
period; it also invited Parties to submit, by 15 February 2009, their views and proposals for
further elaboration of the options, elements and issues contained in annex III to the report of the
AWG-KP at its sixth session and annex IV to the report of the AWG-KP at its resumed fifth
session, including views on how and which proposals could address cross-cutting issues, for
compilation by the secretariat into a miscellaneous document.

In order to address the issue of non permanence in A/R CDM project activities, we are willing to

consider the following alternative proposals to the issuance of tCERs and 1CERs:

- Centralized buffers that are relative to the risk profile of the projects, as used in the Voluntary
Carbon Standard.

- Project by project buffers

- Insurance of permanent CERs from A/R CDM project activities

- Exemption: credits from A/R CDM low-risk project activities could be considered as
permanent.

These alternatives, together with the use of tCERs and ICERs should be compiled into an option
menu from which project developers should be allowed to choose at validation, depending on the
particular circumstances of each project activity.

Regarding the issue of eligibility of land use, land-use change and forestry project activities under
Article 12 of the Kyoto Protocol, we propose that for the second commitment period the
following activities are considered as LULUCF CDM project activities (as defined in decision
16/CMP.1):

“Afforestation” is the direct human-induced conversion of land that has not been forested for
a period of at least 50 years to forested land through planting, seeding and/or the human-
induced promotion of natural seed sources

- “Reforestation” is the direct human-induced conversion of non-forested land to forested land
through planting, seeding and/or the human-induced promotion of natural seed sources, on
land that was forested but that has been converted to non-forested land
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“Revegetation” is a direct human-induced activity to increase carbon stocks on sites through
the establishment of vegetation that covers a minimum area of 0.05 hectares and does not
meet the definitions of afforestation and reforestation contained here;

“Forest management” is a system of practices for stewardship and use of forest land aimed at
fulfilling relevant ecological (including biological diversity), economic and social functions
of the forest in a sustainable manner;

“Cropland management” is the system of practices on land on which agricultural crops are
grown and on land that is set aside or temporarily not being used for crop production;
“Grazing land management” is the system of practices on land used for livestock production
aimed at manipulating the amount and type of vegetation and livestock produced.
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PAPER NO. 15: REPUBLIC OF KOREA

A Proposal for AWG-LCA and AWG-KP
Republic of Korea, February 2009

For Finance and Technology Transfer Mechanism (AWG-LCA) & Clean Development
Mechanism (AWG-KP): Carbon Credit for NAMASs

Proposal: To recognize carbon credit for the verifiable mitigation arising from certain NAMAs
(Nationally Appropriate Mitigation Actions) as is agreed and contained in paragraph 1(b)(ii) of
the Bali Action Plan. Carbon credit for NAMAs could be established either under the UNFCCC
as one of the means of financing and technology transfer mechanism for the implementation of
paragraph 1(b)(ii) of the Bali Action Plan or as an enhancement of the current CDM under the
Kyoto Protocol as part of CDM reform package. Revenues from the sales of the credit could
provide incentives for developing countries to initiate NAMAs which are not directly supported
by developed countries. Public financing from developed countries would not be sufficient to
support all the NAMASs of developing countries. Carbon credit for certain NAMAs would
channel financial resources and technologies necessary for NAMAs which otherwise would not
happen. REDD would be one of the important NAMAs and carbon credit for REDD could be a
good example for crediting NAMA:.

To credit NAMASs could enhance the current project-based CDM towards program- and
policy-based crediting mechanism. Sectoral targets or cap-and-trade schemes, which are not
eligible for credit under the current CDM, could be the NAMAs that would be eligible for credit.

Not all NAMAs would generate credit. Only those NAMAs not supported with financing
and technology transfer by developed countries should be eligible for credit. Credit should be
given only to the verifiable quantity of mitigation from NAMAs. There have to be criteria and
standards for verification to maintain environmental integrity, which could be built on the
existing rules of the CDM.

The scope of NAMASs eligible for credit would have to be reviewed and decided by the
COP. NAMA s that are difficult to be financed by the direct support from public funds of
developed countries and those of high cost which could not be initiated by developing countries
in business-as-usual circumstances could be eligible for credit.

Rationale: NAMAs s are expected to be supported by developed countries as is stipulated in the
Bali Action Plan. However, public funds would not be sufficient to support all the NAMAS to be
taken by developing countries. Public funds are limited in scope and size and would not be large
enough to cover all financing and technology transfer needs of developing countries.

This is why we need to look into the possibility of seeking resources from private sector
and carbon market of developed countries to support and provide incentives for NAMASs of
developing countries.

By linking certain NAMASs with carbon market, we can support and provide incentives
for NAMASs which otherwise would not be able to be initiated due to the lack of support from
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public funds of developed countries. Carbon market could be a sustainable source of financial
flow for NAMAG. If Parties agree to recognize carbon credit for the verifiable mitigation from
certain NAMAs, then developing countries could have a sustainable source of finance and
technology transfer in the form of carbon credit. Carbon credit could also provide incentives for
investment in certain mitigation projects in developing countries.

Criteria and scope of credit: Credit could be given to the actual mitigation verified according to
the criteria and standards comparable to the current CDM methodology in order to ensure
environmental integrity. Not all NAMAs can generate verifiable mitigations. Only a small
portion of NAMAs would be verifiable as actual mitigation. Carbon credit would be given to
specific verifiable mitigation actions. Moreover, NAMAs supported by developed countries
should not be eligible for credit. Credit could be given to the NAMAs with such high cost that
developing countries are not able to initiate investment in those NAMASs in business-as-usual
situations if there is no credit.

To go beyond carbon off-setting mechanism: Carbon crediting is an off-setting mechanism in
its original scheme. However, it could be improved to go beyond carbon off-setting mechanism if
certain portion of the carbon credit is discounted and retired from the global carbon market. If
certain portion of the carbon credit is not sold in the market and is permanently retired from the
market, then it could be counted as a global net reduction. Discounting of carbon credit could
also be used to enhance the environmental integrity of credit from NAMAs.

It could also go beyond carbon off-setting mechanism if the Annex I Parties to the
UNFCCQC raise the level of their GHG reduction commitments in anticipation of the carbon
credit to be supplied from certain NAMAs. Additional commitments of the Annex I Parties could
be counted as additional net global reduction generated by the carbon credit mechanism.

Negotiation for details: Parties could agree on the principle of recognizing carbon credit for the
verifiable mitigation from certain NAMAs, which are not supported by developed countries, as
part of the agreed outcome that could be adopted at COP 15. Details on operating the carbon
credit mechanism for NAMAs, such as the criteria for verification, scope of NAMASs which
could qualify for credit and the possibility of discounting credit, could be worked out after the
COP 15 as was the case of the CDM under the Kyoto Protocol.
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PAPER NO. 16: REPUBLIC OF MOLDOVA

Reform of temporary crediting in the aforestation and reforestation (A/R) project
activities of the clean development mechanism and measures to address “non-permanence”

Temporary credits for A/R activities

The Decision 5/CMP.1" permits the use of two types of certified emission reductions (CER)* —
temporary (tCER) and long term (ICER) - to address the risk of non-permanence in CDM A/R
activities. A/R projects are the only type of project activities under the CDM to issue temporary
credits.

1. tCER and ICER have as a fundamental premise that the carbon stock gained during the
crediting period of the project activity will be emitted to the atmosphere irrespective of the type
of forest and/or circumstance of the project activity, as it is assumed that the negative flux of CO,
occurred during the growth of a forest will be transformed immediately into a positive flux at the
“end of the commitment period following the one during which it was issued” in case of tCER;
or at the “end of the crediting period” in case of ICER..

2. However, a non-forest project activity could also be presented as a flux, and after the end of
the crediting period there are no guarantees that the reversal of flux could not happen (e.g. the
project proponent may revert to the fossil fuel intensive activities).

3. The temporary crediting for the A/R CDM project activities in the form of tCER and ICER
under Decision 5/CMP.1 discriminates against the A/R activities. It is one of the major factors
contributing to development of very few A/R CDM project activities under the CDM.

Implications of temporary credits

4. The temporary crediting (tCER/ICER) approach has large implications for both project
developers and buyers of these credits in terms of replacement liability, valuation, and liquidity,
the cumulative impact of which has resulted in very low uptake of forestry projects as well as
poor demand for credits from the CDM A/R projects that have been developed.

e The CDM is the only climate mitigation mechanism that uses temporary credits. All other
systems issue permanent credits and utilize other measures to address the issue of non-
permanence.

e The market for CDM credits is bifurcated with the illiquid temporary credits (tCER/ICER) of
A/R activities trading independently of the CERs of the other sectors.

e The temporary credits result in large buyer liabilities to replace them with permanent credits
as the tCER and ICER must be replaced with another Kyoto Protocol crediting unit such as

! Modalities and procedures for afforestation and reforestation project activities under the clean development mechanism in the first commitment
period of the Kyoto Protocol -

2 “Temporary CER” or “tCER” is a certified emission reduction (CER) issued for an afforestation or reforestation project activity under the

CDM which, ... expires at the end of the commitment period following the one during which it was issued;

“Long-term CER” or “ICER?” is a CER issued for an afforestation or reforestation project activity under the CDM which, ... expires at the end

of the crediting period of the afforestation or reforestation project activity under the CDM for which it was issued;
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AAU, CER, ERU, RMU or tCER/ICER before expiration of the crediting period®. The buyers
would not be able to manage either the replacement date or the future cost of replacement.

e The continuation of temporary credits (tCER/ICER) for CDM A/R activities will have
negative impact on other LULUCF or AFOLU options that may be included in the post-
Kyoto regime and they potentially face similar constraints as those faced by the CDM A/R
projects -- thus the issue of temporary credits is not an isolated case of CDM A/R projects.

Need for reform of temporary crediting

The reform of temporary crediting for CDM A/R project activities should be a major priority for
the 2009 work programme of AWG-KP. In this context, the following suggestions are presented
for the consideration of AWG-KP.

5. Certain types of project activities could be considered intrinsically permanent when they
present plausible and reasonable demonstration of the continuity of the forest (carbon stocks)
beyond the end of the crediting period, the credits issued for such projects should be considered
permanent.

6. The modalities and procedures for A/R CDM project activities should be revised to outline the
categories of forest activities or forest product end use that would provide for plausible and
reasonable demonstration of the continuation of the forest at validation stage and at subsequent
verification stages of the CDM A/R projects.

7. Projects that have been registered with tCERs should be allowed to pass to permanent credits
in the post 2012 period.

8. The modalities and procedures for LULUCF/AFOLU projects under the post 2012 framework
should adopt only permanent credits that are not subject to replacement at the end of crediting
period.

Approaches to address non-permanence

9. There are several approaches to address the issue of non-permanence in LULUCF activities.
These alternatives include — buffers, credit reserves and insurance.

10. Buffers could be prescribed for projects activities to ensure specific quantities of carbon
stored by the project held aside as buffer for compensating possible loss of carbon. The buffer
proportion could be varied to respond to the magnitude of non-permanence risk. The buffer
approach has been adopted in regulatory systems such as California Climate Action Registry,
Australian ETS, as well as in the voluntary carbon market. Projects could be pooled to create and
manage buffers collectively to (i) lower the transaction costs of setting aside buffers and (ii) to
diversify risks.

3 At expiration, tCERs may be replaced by AAUs, CERs, ERUs, RMUs or tCERs, while ICERs may be replaced by AAUs, CERs, ERUs RMUs,
or ICERs.
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11. Credit reserves represent specific quantities of CERs, ERUs, AAUs and/or RMUs that are not
retired at the end of commitment period but are held to compensate for the potential risk of non-
permanence. The active management of credit reserves in response to the progress of CDM A/R
projects would ensure greater buyer confidence in the credits from CDM A/R projects.

12. Insurance issued for afforestation and reforestation projects could cover potential loss of
carbon. An insurance provider could replace the CERs associated with a loss of carbon with an
equivalent quantity of CERs, assigned amount units (AAUs), emission reduction units (ERUs) or
removal units (RMUs). Insurance could be a permitted alternative available to the project
participants.

Proposals to AWG-KP

13. The use of temporary credits is not an effective measure to address non-permanence and it
has a number of drawbacks, it increases transaction costs of implementing CDM A/R projects
and ultimately reduces demand for credits from land use projects. Therefore, permanent credits
for CDM A/R activities should be adopted in this commitment period and projects that have been
registered with tCERs should be allowed to pass to permanent credits in the post 2012 period.

14. A combination of buffer, credit reserves, insurance and other similar measures will be
effective in addressing the concerns of non-permanence, alleviate the barriers imposed under
temporary crediting, and facilitate the scale up of land use mitigation activities to the landscape
level.

15. Guidelines and procedures to implement the permanent crediting mechanism should be
implemented to ensure transparency, verifiability and effectiveness of approaches prescribed to
address the concerns of non-permanence in CDM A/R projects.
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PAPER NO. 17: SAUDI ARABIA

February 06, 2009

Improvements to emissions trading and the project based mechanisms

Saudi Arabia welcomes the opportunity to submit its views on Improvements to emissions trading and
the project based mechanisms by 6 February 2009 as included in the following documents:

1.

FCCC/KP/AWG/2008/5
FCCC/KP/AWG/2008/INF.3
FCCC/KP/AWG/2008/L.19, paragraph 7(c)

Emissions Trading (ET) — ET is a good means to achieve mitigation objectives for Annex I

Parties in a cost-effective manner provided it is broad and comprehensive. Cost effectiveness
requires equating mitigation costs source-wise, sector-wise, and region-wise.
Based on this interpretation:

O

Saudi Arabia is for economy-wide emissions trading - not sector-based approach. Our
objection to the sectoral approach is not only because it does not ensure minimum
abatement costs across sources but also because it is likely to increase the scope of
spillover effects.

All sources and all greenhouse gases should be included. This requires urgent agreement
on how the different gases are to be weighted when traded (the GWP issue).

Existing tax distortions in energy markets should be properly address to enhance
environmental integrity.

Relax unwarranted restrictions on emissions trading such as those on banking and those
with respect to supplementarity.

Discourage unilateral regional actions that may distort international trade and hurt the
sustainable development efforts in developing countries, such as the attempts to regulate
global emissions from Aviation and Marine transports through emissions trading.

Project-based mechanisms under the Kyoto Protocol — Project based mechanisms are a good

means to achieve mitigation objectives provided they:

O

Continue to be project based and should be done between Annex I and non-Annex I
Parties (Bilateral),

Take into account emissions reduction from win-win technology-based solutions such as
the technology of Carbon Capture and Storage (CCS),

The sectoral approach to CDM should be avoided because it encourages carbon leakage
in non-Annex I countries. In contrast,

May include a national approach to CDM based on Bali National Appropriate Mitigation
Actions if appropriate national baselines can be agreed to with non-Annex I Parties. Such
an approach does not create leakage and has the additional advantage of transferring the
responsibility at the project level to the national government.

Improved and equitable access to CDM projects among developing countries to enhance
sustainable development. This may be achieved through assigning quotas to host
countries based on explicit factors such as poverty, sustainable development needs,
received CDM projects, etc.

Eliminate unwarranted restrictions such as those based on energy security and energy
independence.



-84 -

The share of proceeds from CDM should only be used for adaptation and should not be
used for administrative purposes. Further, non-annex I Parties should not be
overburdened through contribution to this fund and that Annex I Parties should equally
contribute to it.

Any similar mechanisms among Annex I Parties (ie, JI and ET) should also contribute a
share of their proceeds to the adaptation fund that is comparable to the share contributed
by CDM.
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PAPER NO. 18: UKRAINE
Ukraine

Improvements to Emissions Trading and Project
Based Mechanisms
Submission to AWG-KP

Ukraine welcomes the opportunity to provide input in relation to options that have been
tabled by Parties in the AWG-KP to improve emissions trading and the project based
mechanisms as contained in annexes | and Il to document FCCC/KP/AWG/2008/5 and
annexes | and Il to document FCCC/KP/AWG/2008/INF.3.

In addition to proposals contained in Ukraine’s submission on long-term cooperative
action, to AWG-LCA, dated 19.08.08., Ukraine makes following comments on the
proposals contained in annexes | and Il of FCCC/KP/AWG/2008/INF.3:

Annex |
II. Joint implementation

Ukraine supports:

A. Introduction of modalities for treatment of clean development mechanism project
activities upon graduation of host Parties

40 — Option I. Where a Party becomes eligible to host joint implementation (JI) projects,
any registered CDM project activities hosted by that Party shall continue as CDM
project activities until the end of their current crediting period and a quantity of assigned
amount units (AAUs) equal to the CERs issued from this time onwards shall be
cancelled.

C. Inclusion of projects that reduce greenhouse gas emissions from deforestation and
forest degradation

Ukraine suggest to exclude Articles D and E herein from the consideration.
[ll. Emissions trading
Ukraine supports:
B. Introduction of emissions trading on the basis of verifiable nationally appropriate

mitigation actions as referred to in decision 1/CP.13 (Bali Action Plan), paragraph 1 (b)
(i and ii).
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Ukraine suggests this should read":

Emissions reductions that are generated on the basis of a NAMA in Annex | countries if
registered as a JI Track | project activity may be transferred and acquired pursuant to
Article 6.

Emissions reductions that are generated on the basis of a NAMA in non-Annex |
countries if registered as a CDM project activity may be transferred and acquired
pursuant to Article 12.

C. Introduction of the linkage of emissions trading schemes in Annex | Parties to
voluntary emissions trading schemes in non-Annex | Parties

Ukraine suggests this should read:

Where a national or regional emissions trading scheme implemented on a voluntary
basis by a non-Annex | Party or non-Annex | Parties meets specific eligibility
requirements, emission allowances and other carbon units issued under the scheme
may be transferred and acquired internationally and may be used by Annex | Parties to
meet their emission commitments under Article 3, paragraph 1.

Ukraine suggests excluding Article A herein from the consideration.
IV. Cross-cutting issues
Ukraine supports:

A. Relax or eliminate carry-over (banking) restrictions on Kyoto units
Option 1: There shall be no restrictions on the carry-over of Kyoto units to a subsequent
commitment period.

On “D. Extend the share of proceeds”:

Ukraine support the view that a discussion on share of proceeds as a means of
assisting developing countries to meet the costs of adaptation should not be considered
in isolation from the broader discussion on financing adaptation which is to be taken up
in the AWG-LCA.

Annex I
Ukraine supports further discussions on:
[1.C Introduction of crediting on the basis of nationally appropriate mitigation actions;
[lI.A Elimination of restrictions on the trading and use of certain Kyoto unit types under
national and regional emissions trading schemes;

[11.B Enhancement of equivalence among Kyoto unit types.

Ukraine suggest to exclude Articles II.D, IL.F, ILI, Il.L, 1l.M, IL.N, 11.O, and lll.F herein
from the consideration.

' This suggestion referred to “I Clean development mechanism G” also.
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Ukraine suggests adding Annex Il with Article I1V.C that should read:

Introduce crediting and banking of carbon units by the Parties (excluding, however, self-
crediting).



