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Further division between developed and developing countries in the Kyoto Protocol

Bangkok, 29 September 2009 (Josie Lee) - After a contested start to the negotiations under the Kyoto Protocol on the continued survival of the Kyoto Protocol itself, the divisions between developed and developing countries continued in regard to reform of the Clean Development Mechanism. 

During the contact group on “other issues” of the Ad hoc Working Group on Further Commitments for Annex I Parties under the Kyoto Protocol (AWG-KP) on 29 September, three key points of division arose in relation to how to address this issue. The contact group was discussing emissions trading and the project-based mechanisms under the Kyoto Protocol.

(The Clean Development Mechanism (CDM) is one of the project-based mechanisms under the Kyoto Protocol, and has been widely criticized for, amongst other things, an onerous bureaucratic process that generates high transaction costs (the financial cost of addressing administrative issues). This factor, while a problem in itself, also favours development of projects in only a small range of developing countries, as it makes it more cost effective for investors to invest in countries that have a greater capacity to efficiently manage the process and which have more experience with the mechanism. This situation has led to a number of proposals as to how to address the issue of the distribution of CDM projects in the Kyoto Protocol negotiating track.)

The first division in the contact group related to the proposal on the development of standardized, multi-project baselines under the CDM (paragraph 12 and 13 of the document by the Chair of the AWG-KP that contains draft decisions on “other issues”)
. The idea of these baselines is to establish parameters, benchmarks and procedures for the determination of additionality and the development of baseline methodologies for CDM project activities, in order to streamline the administrative process. 

The discussion on this proposal revealed strong division between developing countries on the one hand, who wanted no decision to be taken with respect to this issue (Option 1), and developed countries on the other who supported a body providing guidance on and definition of standardized baselines for specific project activity types or sectors under the CDM (Option 2). 

Those countering this North/South division trend included: Norway, who expressed that they had no strong preference for Option 2, instead stating that the environmental integrity was the crucial factor; Micronesia, who said that optional baselines could be established if it helped deal with the aforementioned issue; and New Zealand, who expressed concern that mandatory baselines could hold up processing of CDM projects while baselines were being agreed upon.

The second disagreement related to the proposal for positive or negative lists of project activity types that would be eligible under the CDM (paragraph 19). Positive or negative lists of project activities is another means to reduce bureaucratic red tape by stipulating which CDM project activities are eligible and which are not, respectively. 

In this case, the division was the converse with New Zealand, Switzerland and Sweden on behalf of the EU preferring no decision to be made with respect to this issue (Option 1), while most developing countries supported development of positive lists in order to help least developed and other developing countries overcome barriers and increase their participation in the CDM process (Option 2). 

Sweden on behalf of the EU expressed interest in both positive and negative lists, should an approach to list project activities be adopted (but it preferred the standardized, multi-project baseline approach). 

The Alliance of Small Island Developing States (AOSIS) and Bangladesh both expressed concern that such a list would be a great challenge to develop and Bangladesh suggested that Paragraph 21 that directly aims to improve access to project activities of the CDM by those countries currently not securing projects was a better means to address this issue.

The third point of contention during the contact group session related to whether an “additionality test” could or should be required for a positive list of project activity types. The additionality test assesses whether a proposed project would have occurred regardless of whether it was financed through the CDM mechanism - a CDM project criterion is that it would not have occurred otherwise. 

Many developed countries do not want additionality tests on positive list project activities (and assumed it was excluded) as it would undermine the reason for creating a positive list, which is to streamline the process and reduce barriers to CDM project implementation in countries currently marginalised in the process. 

Sweden on behalf of the EU asserted that the additionality test was necessary to protect the environmental integrity of the scheme. The secretariat clarified that it is possible that a positive list may have a simplified mechanism for demonstrating additionality. 

On the 30 September, the “other issues” contact group resumed. In this session, the Chair elected to address the section on greenhouse gases (GHGs), sectors and source categories; common metrics to calculate the carbon dioxide equivalence of anthropogenic emissions by sources and removals by sinks; and other methodological issues in the document by the Chair of the AWG-KP that contains draft decisions on “other issues”. 

In the discussion of common metrics to calculate the carbon dioxide equivalence of emissions by sources and removals by sinks
 there was a majority preference for Option 3 which stated that provisions of the Kyoto Protocol relating to global warming potential remain unchanged in the second commitment period of the Kyoto Protocol. However, Brazil expressed a preference for Option 2 which states that provisions remain unchanged until the Subsidiary Body for Scientific and Technological Advice (SBSTA) concludes its consideration of this matter and, if appropriate, recommends a draft decision adopting global temperature potentials as a common metric.

Another issue that was addressed was the proposals on application of the 2006 Intergovernmental Panel on Climate Change (IPCC) Guidelines for National Greenhouse Gas Inventories. This proposal relates to how and when to include new greenhouse gases in national greenhouse gas emissions accounting. This is important as it affects the scale and scope of the mitigation commitments. If it covers more emissions types, then the mitigation effort to achieve proposed targets may have to be greater and address a wider range of emission sources.

Sweden on behalf of the EU and Switzerland supported Option 1 which states that in the second commitment period the methodologies for estimating emissions by sources and removals by sinks of all greenhouse gas emissions not covered by the Montreal Protocol shall be consistent with the 2006 IPCC Guidelines because they believe that it provides clarity and certainty as the IPCC guidelines are concrete and robust. They argued that the other options introduce uncertainty. Sweden on behalf of the EU said they simply could not accept Options 2 or 3 due to the uncertainties they present.

Brazil supported Option 2 which proposes to retain the current text in the Kyoto Protocol until such a time as the SBSTA completes its revision (in 2010) of the UNFCCC reporting guidelines on annual inventories. It asserted that the UNFCCC findings should be applied to the second period of the Kyoto Protocol. Brazil explained that there are many doubts and uncertainties in using the IPCC 2006 guidelines, as they are soon likely to be inconsistent with the reporting under the UNFCCC and there will be pressure to replace them. So for consistency and certainty they prefer Option 2, it said. 

Australia advocated for Option 3, which was not widely discussed or accepted. Option 3 states that the methodologies for estimating emissions by sources and removals by sinks of all greenhouse gases not covered by the Montreal Protocol shall be those agreed upon by the Conference of the Parties serving as the meeting of the Parties to the Protocol (CMP), and this should be based on the work of the IPCC and the advice by SBSTA.

The Chair indicated that he believed that Parties wanted the same things, certainty and comprehensive coverage, but that the current text proposals have not managed to reflect this in an agreeable way. The Chair proposed that the EU, Brazil and Australia informally discuss their various proposals and, led by Australia, work together to develop some new text


� To view text got to the document: FCCC/KP/AWG/2009/10/Add.3/Rev1 - page 5, paragraph 12 and 13


� To view text go to the document: FCCC/KP/AWG/2009?10/Add.3/Rev .1  - Page 33
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