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PAPER NO. 1: AUSTRALIA
(On behalf of Canada, Icelandpaa, New Zealand, Norwa
the Russian Federation and the United States)
As shared initial thinkig of possible elements for a draft
COP decision on mechanisms

Elements of Draft COP Decision on Mechanisms

The Conference of the Partjes
RecallingArticles 3, 4, 6, 12 and 17 of theyto Protocol,

|. Consideration by the Conference of the Parties and its Subsidiary Bodies

Acknowledginghe need for further work to be undertaken on gentrbasis by the
Conference of the Parties, the Subsiiaody on Implementation and the Subsidiary Body
on Scientific and Technological Advice with respect to aspects of the mechanisms established
in the Protocol,

1. Invitesthe Parties to submit comments on matters raised in this Decision b
1 April 1999 for compilation into a miscellaneous document for joint consideration by the
Subsidiay Body on Implementation and the Subsidiary Body on Scientific and
Technol@ical Advice at their tenth and eleventh sessions;

2. Calls forthe Conference of the Parties to take final decisions at its next
session, includip recommendations to the Conference of the Parties serving as the meeting
of the Parties to the Protocol, with respect to the matters raised in this Decision;

1. Article 12

RecallingArticle 12 of the Koto Protocol concerning the Clean Development
Mechanism,

Recognizinghe inportance of the Clean Development Mechanism to assist Parties
not included in Annex | in achiewgnsustainable development, to contribute to the ultimate
objective of the Convention, and to assist Parties included in Annex | in achieving
conpliance with their quantified emission limitation and reduction commitments under
Article 3 of the Protocol,

Notingthe inportance of makingrpgress on the implementation of the
Clean Develpment Mechanism, including identifig areas of agreement on the structure
and geration of the Clean Development Mechanism at this Conference of Parties,
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Recallingthat,pursuant tgaragraph 7 of Article 12 of the Protocol, the
Conference of the Parties senyias the meetmof Parties to the Protocol isqred, at its
first session, to elaborate modalities anocedures with the géctive of ensurig
trangareng, efficiengy and accountabiltthrowgh indgendent auditig and verification of
project activities,

1. Decidesto recommend to the Conference of the Parties gpadrihe meetin
of the Parties to the Protocol that it take the follaydecisions, once it is convened:

€)) Decidesthat a Paxt hostirg a Clean Develament Mechanisnproject will
consider the relationghof theproject to achievig that Pay’s sustainable devgbment, and
that the Paxt's decision to pprove theproject will constitute a determination that fbreject
is consistent with those pztives;

(b) Decidesthat the share of th@oceeds from certifiegroject activities used to
cover administrative genses as well as to assist deplg county Parties that are
particularly vulnerable to the adverse effects of climate gean meet the costs of
adaptation, will be denominated in certified emissions reductions, and shall be restricted to a
limited percentge of the certified emission reduction opraject in order to ensure that the
Clean Develpment Mechanism remains a cost-effective vehicle for investment;

(c) Decidesthat Parties not included in Annex | that consider themselves
particularly vulnerable to the adverse effects of climate geashall describe in their national
communications such effects;

(d) Decidesthat transfers and qaisitions of certified emission reductions shall be
in units of one metric tonne of carbon dioxidgiwalent (calculated usgitheglobal
warming potentials definedyDecision 2/CP.3 or as sulgsently revised in accordance with
Article 5);

(e) Decidesthatguidance fomparticipation ky aprivate and/opublic entity in
Clean Develpment Mechanisnprojects shall b@rovided, as necessarby the Pary within
which the enti resides;

)] Decidesthat emissions reductions or removals resgfiom eachproject
activity under the Clean Devglment Mechanism shall be certified on the basis of awgitin
and verification lg operational entities once the reductions or removals have bctual
occurred;

(9) Decidesthat gerational entities maretroactivey certify emission reductions
obtained from thgear 2000 resultipfrom aproject activiy begun before the
Clean Develpment Mechanism isperational provided theproject and resultant reductions
or removals meet theggicable criteria;

(h) Decidesthat institutional arragements related toperationalizirg the
Clean Develpment Mechanism shall be efficient and minimize costs;
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2. Requestshe Subsidiar Body on Implementation and the SubsidyaBody on
Scientific and Technotgpcal Advice to complete their work on modalities anocedures,
for consideration ypthe Conference of the Parties at its fifth sessignpointly considerig
at their tenth and eleventh sessiogead additional gects of the peration of the
Clean Develpment Mechanism under Article 12garding the following:

3. project elgibility;

4. methodolgies for establishigp benchmarks angroject baselines;

5. guidelines angbrocedures for auditm certification, verification and pgrting;

6. institutional roles;

7. conpliance;

. Article 17

RecallingArticle 17 of the K/oto Protocol concernmemissions tradin andnoting

that, pursuant to Article 17 of the Protocol,yaRary included in Annex B of the Protocol

may participate in emissions tradifor thepurposes of fulfilling its commitments under
Article 3 of the Protocol

Noting furtherthat the asghed amounts of Parties included in Annex B are the basis
for emissions tradimunder Article 17

Noting furtherthat the Conference of the Partipstsuant to Article 17 of the
Protocol, is to define the relevgminciples, modalities, rules argiidelines, inparticular for
verification, rgoorting and accountabilitfor emissions traduy

1. Decidesthat transfers and agisitions of asgined amount, pa Pary or legal
entities that the Parthas authorized tparticipate under its rg@nsibility, shall be made in
units of one metric tonne of carbon dioxidgiealent (calculated usgntheglobal warmirg
potentials definedydecision 2/CP.3 or as sulasently revised in accordance with
Article 5), and identified ¥ a ungue serial number that indicates its Rant origin and its
associated commitmepeériod

2. Decideghat each Paytparticipating in emissions tradopunder Article 17 shall
establish and maintain a nationagistry to record holdigs, transfers, and qaisitions
of assgned amount Y the Pay and its authorized ¢@l entities, withpublicly accessible
records
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3. Decidesthat each Paytshall include in its annualpert to the Secretariat under
Article 7 of the Protocol information on units of agsd amount added to or removed from
its national rgistry during suchyear, includiig the serial number for each unit and the yart
to which it was transferred or from which it wagjaiced

4. Decideghat when a Paytuses ap unit of assjned amount for thpurpose of
conpliance with Article 3 paragraph 1, the Paxt shall indicate in its national gestry and
in its regports to the Secretariat under Article 7 that the unit (identifietisbserial number)
has been retired, in which event that unitymat be further used or traded

5. Decidesthat the Secretariat, gart of the annual copilation and accountinof
emissions inventories and agsd amounts under Article 8, shall include a sumyroathe
reports made undagaragraphs 3 and 4 opart Il of this Decision

6. Decidesthat a Pagt shall not be etjible to participate in emissions tradin
under Article 17 if the Paytis not in comliance with Articles 5 and 7 of thewdto Protocol
Or is not maintainig a national rgistry as rguired undeparagraph 2 ofpart Il of this
Decision

7. Requestshe Subsidiar Body on Inplementation and the SubsidiaBody on
Scientific and Technotpcal Advice to elaboratguidelines aplicable to all Annex | Parties
for national gstems for the estimation of antpogenic emissionsysources and removals
by sinks as reuired under Article 5 and for th@eparation of the information gelired under
Article 7, takirg into account work done within the IPCC

8. Regquestshe Subsidiar Body on Inplementation and the SubsidjaBody on
Scientific and Technotpcal Advice to develp technicalguidelines to assist Annex | Parties
in establishig and maintainig national r@istries built on corpatible, electronic
record-keeing;

9. Requestshe Subsidiar Body on Inplementation and the SubsidiaBody on
Scientific and Technotpcal Advice to complete their work on relevamrinciples,
modalities, rules, anguidelines, inparticular for verification, rporting, and accountabilit
with a view to their adation by the Conference of the Parties at its fifth sessighointly
considerim at their tenth and eleventh sessions whethg®additionalprovisions are needed
under Article 17 rgarding the following areas

1. conpliance;
2. liability;

3.  conpetition;



-7 -
V. Article 6

RecallingArticle 6 of the Protocol concermartransfer and agiisition of emissions
reductions units resultgnfrom projects aimed at redu@ranthrgogenic emissionsyp
sources or enhangranthrgogenic removals Y sinks ofgreenhousgases,

Recognizinghat accordig to Articles 3,paragraphs 10 and 11, of the Protocol,
activities under Article 6 will not alter the total aggd amounts of Parties included in
Annex | as set forth in Annex B of the Protocol,

1. Decidesto recommend to the Conference of the Parties spagrihe meetm
of the Parties to the Protocol that it take the follgndecisions, once it is convened:

(a) Decidesthat emission reduction units resudtimom aproject under Article 6
shall be determinedytthe areement of th@articipating Parties and involved ¢al entities;

(b) Decidesthat theparticipating Parties shall submit to the Secretariat information
on theproject under Article 6;

(c) Decidesthat emission reduction units shall be denominated in units of one
metric tonne of carbon dioxidg@valent (calculated usintheglobal warmirg potentials
defined ly decision 2/CP.3 or as sulgsently revised in accordance with Article 5);

2. Requestshe Subsidiar Body on Inplementation and the SubsidyaBody on
Scientific and Technolgical Advice at their tenth and eleventh sessions to dpwelo
recommendation to the Conference of the Parties gspagithe meetmof the Parties to the
Protocol on the morting guidelines for Article rojects and on the ipementation of
Article 6, paragraph 4.
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PAPER NO. 2: AUSTRALIA

(On behalf of Canada, Icelandpaa, New Zealand, Norwa
the Russian Federation, and the United States)

The Conference of the Partjes
RecallingArticles 3, 4, 6, 12, and 17 of theyéto Protocol,

Recognizinghat it will be critical for enty into force of the Protocol to elaborate
thoseprovisions of the Protocol thatovide for the transfer, gaisition, or reallocation
amory Parties of asghed amounts (hereinafter “mechanisms”),

1. Decidesthat the Conference of the Parties will take final decisions on all
mechanisms at its next session, inclggdiwhere aplicable, recommendations to the
Conference of the Parties senyias the meetmof the Parties to the Protocol.

2. Decidesthat conpleting work on all mechanisms within thpgrallel timeframe
will, in particular, meet the need for gadperationalization of the CDM, consistent with
Article 12(10).

3. Requestshe SBI and the SBSTA twepare for the decisions referred to in
paragraph 1 on the basis of the attach@dgramme of work.

4. Recognizinghe inportance of Articles 5 and 7 of the Protocol to the effective
implementation of all mechanismgquestshe SBI and the SBSTA to elaborgtédelines
for all Annex | Parties for nationaystems for the estimation of antpogenic emissionsyo
sources and removaly Binks as rquired under Article 5 and for thgeparation of the
information reyuired under Article 7, takopinto account work done within the IPCC.



Annex

WORK PROGRAMME FOR MECHANISMS

Item Action Objective Responsibility Deadline

1 | Submissions by Parties on all flexibilifyDevelop frameworks necessary for All Parties End of February
mechanisms to form the basis of flexibility mechanisms to become 1999
discussion in expert workshops. All | operational.
previous submissions by Parties will e
taken into consideration.

2 | Expert workshops focussing on Foster greater understanding among Secretariat March 15 to
methodological and technical issues | Parties of the flexibility mechanisms April 15 1999
beginning with the CDM. and facilitate the preparation of

submissions by Parties on Decision text
on rules and guidelines.

3 | Submissions by Parties of Decision tgxto enable the compilation of a All Parties, 1 May 1999
on rules and guidelines for all negotiating text for discussion at SB 10. Secretariat and
flexibility mechanism, including Expert Workshopg
reports from workshops.

4 | Compilation of negotiating text. SB Chairs, with the assistance of the Secretariat June 1999

Secretariat, to prepare a compilation
document for discussion at SB 10

5 | Negotiation of Draft Decisions at SB 1@repare Draft Decisions for negotiatign  All Parties, SB 10

and decisions at SB11/COP5 Secretariat

6 | Final negotiation and COP Decisions| Adopt final (COP) Decisiaon All Parties SB 11/ COP5




