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Kyoto Protocol Working Group adopts three Conclusions

Bonn, 15 Jun (Hira Jhamtani and Neth Dano) -- The climate talks that took place in Bonn on 2-13 June included a session of a working group negotiating the Greenhouse Gas emissions reduction for developed countries after 2012. At a closing plenary session, the group adopted Conclusions on three main issues - emissions trading and project-based mechanisms, land use and forestry, and "other issues", some of which turned out to be controversial.
 

The Ad Hoc Working Group on Further Commitments for Annex 1 Parties under the Kyoto Protocol (AWG-KP) had been discussing the analysis of means to reach emission reduction targets and identification of ways to enhance their effectiveness and contribution to sustainable development.
 

Under the Kyoto Protocol of the UN Framework Convention on Climate Change (UNFCCC), developed countries (listed as Annex 1 countries under the UNFCCC) are committed to reduce Greenhouse Gas (GHG) emission by 5% in the first commitment period in 2008 to 2012. Parties to the Protocol are negotiating the emission reduction for the second period of commitment after 2012, and the means to achieve the reduction.
 

In Bonn, the AWG-KP held a roundtable discussion, followed by negotiations in three contact groups. At a final plenary on 12 June, the group discussed conclusions prepared by the group's Chair Harald Dovland from Norway with the help of the co-chairs of the contact groups.
 

The three contact groups were on: (1) Emissions trading and project-based mechanisms; (2) LULUCF (land use, land-use change and forestry); and (3) other issues, which focused on greenhouse gases, sectors and source categories; possible approaches targeting sectoral emissions; consideration of relevant methodologies.
 

Discussions at the AWG-KP revolved around the means for Annex 1 countries to reach their emission targets, before they actually set the target. The change in means might mean a change in target. The idea is to achieve targets in the most cost efficient way.
 

During the talks, the Annex 1 countries often said that the change is needed to improve the environmental integrity of the Kyoto Protocol; while developing countries often also said there is a need to ensure the environmental integrity of the KP but without changing the architecture of the protocol, i. e. taking care not to replace the protocol, but to improve its performance.
 

The AWG-KP agreed, for instance, to broaden the scope of LULUCF activities, considered as a means that can help reduce emissions targets. But the AWG-KP considered that LULUCF activities in project-based mechanisms need to be informed by outcomes from its consideration of the issue of non-permanence and other methodological issues as part of its work on LULUCF. The AWG-KP stated that it will also consider the implications for the carbon market, resulting from changes to means that may be available to Annex 1 parties to reach their emission reduction targets.
 

Each contact group report has an annex which lists the options and issues as expressed by parties on each item discussed. Each Annex is clear that the list is a compilation of views of Parties and does not prejudge any actions by the AWG-KP, i. e. it is a shopping list to be explored further in subsequent climate talks.
 

EMISSIONS TRADING AND PROJECT-BASED MECHANISMS
 

The group considered possible improvements to emissions trading and project-based mechanisms as a means available to Annex 1 countries to reduce emission. It also considered ways to enhance the effectiveness of these means and their contribution to sustainable development and to achieve the ultimate objective of the Convention. It also reiterated that these mechanisms should be supplemental to the implementation of domestic actions at the disposal of Annex 1 parties.
 

There are two annexes to the conclusions of this issue. Annex 1 contains views on possible improvements (for the second commitment period, i. e. after 2012) to emissions trading and project-based mechanisms. The second Annex contains issues relating to the same, that may be considered for possible application within the current commitment period (i. e. 2008-2012).
 

The means and issues under each broad category are further sub-divided under the three flexibility mechanisms in the Kyoto Protocol, namely, the CDM, Joint Implementation and Emissions Trading.
 The AWG-KP agreed that its "further consideration of possible improvements to emissions trading and the project-based mechanisms should not prejudge or limit other work by other bodies under the Convention and its Kyoto Protocol".
 

It was also agreed that conclusions on means for Annex 1 Parties to reach their emission reduction targets in the future commitment period through emissions trading and the project-based mechanisms will be adopted at the next AWG-KP meeting in Accra in August 2008.
 

On the other hand, the issues for possible application within the current commitment period has been referred to the Conference of the Parties in December 2008.
 

At several points in the deliberations of the contact group, several Parties cautioned that some proposals may have substantial implications on the provisions and may involve revision of the Kyoto Protocol itself.
 

The Co-Chairs had to consult with the Secretariat on these questions at some point to ensure that the proposals do not go beyond recommending improvements in the current system on emissions trading and project-based mechanisms as provided in the Protocol.
 

The compilation of views included a number of controversial means that are currently being discussed in other processes within the Convention. Among these are LULUCF activities, carbon dioxide capture and storage (CCS), nuclear activities, sectoral CDM for emission reductions below a baseline defined at a sectoral level, sectoral crediting of emissions reductions below a previously established no-lose target, and crediting on the basis of nationally appropriate mitigation actions - which are all considered for possible modification of the scope of the CDM in the future commitment period.
 

The proposals under the CDM involve a number of contentious views that aim to introduce substantive reforms to improve its effectiveness, efficiency, accessibility and contribution to sustainable development, capacity to generate co-benefits and the transfer of technology.
 

Another controversial item that was included in the compilation under the scope of Joint Implementation (JI) is the "modalities for graduation of Parties from CDM projects to joint implementation projects". Some delegates were concerned about the introduction of the concept of "graduation" in the AWG-KP discussions as it is not included anywhere in the Kyoto Protocol.
 

In the same sub-category, the list also included a proposal to include activities to reduce emissions from deforestation and degradation under the JI as a possible means for Annex 1 Parties to reach their emission reduction targets in the next commitment period.
 

Meanwhile, a heated debate on the forest issue is still taking place in the Subsidiary Body on Scientific and Technical Advice (SBSTA).
The concept of sectoral targets has also been introduced in Emissions Trading, as well as the linking of national and regional emissions trading schemes. A controversial proposal on disclosure of information on transaction of Kyoto Unit types, as a means to promote transparency of emissions trading markets, is also included in the compilation.
 

Observers noted that the wide diversity and nature of the views and issues included in the compilation of possible improvements to emissions trading and the project-based mechanisms as a means that may be available to Annex 1 Parties to reach their emission reduction targets for the future commitment period are expected to be very contentiously debated in the next sessions of the AWG-KP leading to Copenhagen.
 

A number of these issues, as identified earlier, will have to be addressed individually and separately in other contact groups within the AWG-KP, such as LULUCF, CCS and sectoral approach, and the way they are currently proceeding does not give much optimism on how the contentious issues will be settled soon.
 

LULUCF (LAND USE, LAND-USE CHANGE AND FORESTRY)
 

The AWG-KP considered how to address the definitions, modalities, rules and guidelines for the treatment of LULUCF in the second commitment period. The conclusion said that further discussions should take into account the principles that govern the treatment of LULUCF, as set out in Decision 16/CMP 1. It encouraged parties to share information to allow better assessment of the implications of options and issues identified in the annex, including implications for accounting. Parties will continue to exchange their views on the implications of the options and issues identified in the Annex, at the next meeting of the group.
 

The Annex, titled Options and Issues for Consideration, lists the cross-cutting issues to be considered when exploring the options and issues identified by parties (in this annex), i. e. consistency, continuity from the current rules, factoring out, including age structure and indirect climate change effects, inter-annual variability, natural disturbances and the symmetry in the accounting of emissions and removals, sustainable forest management and co-benefits including biodiversity.
 

Paragraph 3 of the annex lists the range of options and issues identified by Parties for consideration. On the item activity-based approach based on Articles 3.3 and 3.4 of the KP, the AWG-KP retained the three sub-items: (i) few changes; (ii) more changes; and (iii) many changes. "Few changes" contains two lists: (1) Legally required, explained by a footnote "when only legally required changes are considered, the current treatment of the activities will be retained; (2) definitions, modalities, rules and guidelines that apply in the first commitment period that could carry over to the second commitment period.
 

"More changes" also has two lists: (1) legally required; (2) Article 3.4, forest management. "Many changes" contains: (a) Legally required; (b) Article 3.4, forest management; ( c) other activities under Article 3.4; (d) Merging Article 3.3. with 3.4.
 

The second item in paragraph 3 is land-based approach based on the reporting under the Convention: current rules and modalities are changed aiming at full geographical coverage and inclusion of all GHG emissions and removals, and include emissions and removals from all land use and land-use changes in the base year. The third item is harvested wood products.
 

The discussion on changes in rules and new issues have been a cause of anxiety for many developing countries as this may mean opening up the Kyoto Protocol for renegotiation. Developing countries are concerned that these issues could divert from the mandate of the AWG-KP which is to set targets for the second period of emission reduction by Annex 1 countries.
 

Next on the annex are the elements that could apply to the options in paragraph 3. These elements are: additional and all activities to be mandatory; land-use flexibility, temporary removal from the accounting of areas subjected to natural disturbances; treatment of harvested wood products; potential activities; discounting factors; limiting the magnitude of LULUCF for Annex 1 compliance; national circumstances.
 

Paragraph 6 of the annex lists the project-based mechanisms that contains: (a) few changes; legally required; (b) More changes: (i) non-permanence, (ii) leakage, measurements, definitions and others as necessary.
 

OTHER ISSUES
 

The contact group on "other issues" discussed greenhouse gases, sectors and source categories to be covered, and possible approaches targeting sectoral emissions. The AWG-KP considered three issues: (a) how approaches targeting sectoral emissions could be used by Annex 1 Parties as a means to reach their emissions target; (b) possible broadening of the coverage of greenhouse gases (GHGs), sectors and source categories and its implications, based on sound science; ( c) how approaches to limit or reduce emissions of GHG not controlled by the Montreal Protocol from aviation and marine bunker fuels could be used by Annex 1 Parties as a means to reach their emission reduction targets, taking into account Article 2.2 of the KP. This contact group was one of the most contentious during the Bonn Climate talks mainly due to the first and third issue.
 

The AWG-KP noted that the approaches targeting sectoral emissions could be used by Annex 1 Parties as a means to reach, not replace, their emission reduction targets. It took note of views expressed by Parties on these issues, and compiled by the Chair of AWG-KP.
 

The Chair's conclusions contain three issues. First is the possible approaches targeting sectoral emissions. Developing countries insisted that it be made clear that these approaches are meant only for Annex 1 countries and would not involve the developing countries.
 

The conclusions said that approaches targeting sectoral emission in Annex 1 Parties could assist Annex 1 Parties in reaching their national emission targets and could cover both producing and consuming sectors (India, during the sessions, had repeatedly asked that the sectors include production and consumption, taking note of the consumption level in Annex 1 Parties). These approaches should lead to a real benefit for the climate.
 

The conclusion also included phrases that the developing countries had wanted, i. e. that approaches targeting sectoral emissions should not replace national targets of Annex 1 parties, lead to commitments for non-Annex 1 Parties and constitute a means of discrimination and disguised restriction on international trade.
 

The types of approaches include: (a) bottom-up sectoral analysis to inform discussion on mitigation potentials of Annex 1 Parties; the footnote says that is relevant for discussions under mitigation potential; (b) cooperative sectoral approaches supported and enabled by finance and technology. (This aspect has been of concern for developing countries which fear it can be used to create global standards and thus draw developing countries into making emission reduction commitments through sectoral approaches); ( c) sectoral crediting in non-Annex 1 Parties, with a footnote saying that this is relevant for discussions under emissions trading and the project-based mechanisms also at the AWG-KP; (d) complementary sector-specific goals for Annex 1 countries.
 

This categorisation of sectoral approaches was mainly derived from the EU's interpretation of the Japanese proposal as well as views of the parties during the roundtable and at the contact group.
 

While the conclusion clarifies that these approaches are relevant for Annex 1 Parties, it is likely that some developed countries will continue their efforts to draw developing countries into taking part in a sectoral approach involving global standards in future discussions.
 

On the second issue of greenhouse gases, the AWG-KP considered the implications of adding new gases for mitigation potentials and national action in Annex 1 countries, and for the carbon market, in particular the supply and demand for tradable units under the KP. (Countries had agreed to add the new gases, but the forum in which to discuss this had not been actually agreed on during the sessions).
 

According to the conclusion, the group would further consider adding to Annex A of the Kyoto Protocol, the new gases to the group of hydrofluorocarbons and perfluorocarbons as referred to in the IPCC fourth assessment, and new groups of GHGs including fluorinated ethers and perfluoropolyethers referred to in the IPCC assessment.
 

The AWG-KP will also consider the possible implications of broadening the coverage of sectors and source categories of GHGs, taking into account: (1) results of consideration of adding new GHGs; (2) results of consideration of the application of 2006 IPCC Guidelines for National GHG Inventories; (3) results of consideration of the definitions, modalities, rules and guidelines for the treatment of LULUCF in the second commitment period.
 

Based on the implications of these, the AWG-KP will make any necessary changes to the coverage of sectors and source categories under Annex A of the KP.
 

The third issue is emissions from aviation and maritime bunker fuels. This issue itself was placed within brackets as countries could not come to an agreement on it. This issue had been proposed by Norway with support from many developed countries, with many of them saying that this is a global problem that needs global solutions.
 

Some developing countries, particularly Saudi Arabia, Kuwait and Qatar, said the issue should not be put up for discussion. They argued that according to Article 2.2 of the KP, this issue is only meant for Annex 1 countries, and that work on it had to be through the ICAO and IMO (the aviation and marine organizations). Some other developing countries were not averse to discussing the issue, but in another body rather than in the AWG-KP, and the discussion must consider the implications of this to development and food security in developing countries.
 

There are four items in the chair's conclusion:
 

-- (1) Limiting or reducing emissions from aviation and marine bunker fuels as a means for Annex 1 countries to reach their emission reduction targets in accordance with Article 2.2 of the KP;
 

-- (2) The scope for the above actions, i. e. the ICAO and IMO to take the lead and emissions to be reported separately from national totals in accordance with UNFCCC and KP reporting guidelines; UNFCCC agree on mitigation objectives while ICAO and IMO to implement the objectives; UNFCCC to take the lead by allocating emissions to national totals while ICAO and IMO to provide technical expertise.
 

-- (3) The need to progress on discussions on Article 2.2 of the KP.
 

-- (4) Apply economic instruments to emissions from aviation and marine bunker fuels as a source of revenue to finance, inter alia, adaptation and reduction of emissions from deforestation and forest degradation in developing countries.
 

Closing statements: At the end of the closing plenary of the AWG-KP, the Chair said that countries need more time to understand the terms and implications of the proposal to include sectoral approaches and emission reduction for aviation and marine bunker fuel, as well as the implications.
 

He reminded that the conclusions contain views of parties compiled at the responsibility of the chair. He also said the work at the AWG-KP has been tremendous and difficult. If the same speed is used in Accra, he is not convinced that the group can adopt a conclusion. He said that there is a need for a new spirit of cooperation, otherwise, the goals of the work programme cannot be reached.
 

Slovenia, on behalf of the EU, said that if Annex 1 Parties are to achieve high reduction, we need to be innovative and open minded. It agreed that the AWG-KP discussion has not progressed much, but the issues were complex and difficult. It also agreed that a new spirit of cooperation is needed and that it wants to work with partners to show the world what can be achieved.
 

Antigua and Barbuda, on behalf of the G77 and China, said it welcomes the possible improvements in the means for Annex 1 parties to achieve deeper emission cuts during the second commitment period. To ensure there is no gap between first and second period of commitments, to improve the environmental integrity of the KP, the discussions must be concluded well before the expiry of the first commitment period, i. e. by 2009.
 

The G77 is concerned that some proposals from Annex 1 countries go beyond the AWG; they should be aligned to the mandate of Article 3.9 of the KP. The AWG-KP should not take on board issues that distract the mandate and delay the work. It also supported the call for a new spirit and new approach to the negotiations.
 

China agreed that the AWG-KP is working slowly, especially on the core mandate, i. e. further commitments of the Annex 1 Parties. Meaningful progress is critical and it hoped that political will to do so will be shown in Accra. It further said, we must refrain from issues that impede the progress.
 

India agreed with China and is concerned at the absence of real progress on further commitments of Annex 1 in the second period of commitment. "We have dealt at length with the peripheral issues, but have been silent on quantifiable emission reduction commitments", it said. We have been beating around the bush and must address the work with greater adequacy, said India.
 

Tuvalu was also concerned about the slow movement on committing to deep GHG emission reduction after 2012. Tuvalu wanted an ambitious package to avoid more dangerous impacts of climate change.
 

The Chair closed the session by concluding that everyone is concerned about the slow pace of the work, and "let us do something about this in Accra", he said.  
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