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The resumed sixth session of the Conference of the Parties (COP-6
Part 11) to the United Nations Framework Convention on Climate
Change (UNFCCC) and the fourteenth sessions of the UNFCCC's
subsidiary bodieswere held in Bonn, Germany, from 16-27 July. Over
4,600 participantsfrom 181 governments, 254 intergovernmental,
non-governmental and other observer organi zations, and 332 media
outlets werein attendance. The meeting sought to successfully
complete negotiations aimed at setting the operational detailsfor

approved by the ministersin Plenary late Monday morning, and
formally adopted by the COP on Wednesday evening, 25 July. High-
level discussionsover the weekend also resulted in aPolitical Declara-
tion by anumber of devel oped countries, in which they pledged addi-
tional funding for climate change activitiesfor devel oping countries.

During the remainder of the second week, del egates attempted to
clear all remaining bracketsin the outstanding texts held over from
COP-6 Part |, based on the political guidance set out under the Bonn
Agreement. Although decisionswere adopted on several key issues,
delegates were unableto complete al their work on the mechanisms,
complianceand LULUCEF. Since not all textsin the entire * package”
of decisionswere completed, al decisionswereforwarded to COP-7,
where delegateswill attempt to conclude their negotiations.

commitments on reducing emissions of greenhouse gases under the
1997 Kyoto Protocol. It also sought agreement on actionsto
strengthen implementation of the UNFCCC itself. In attempting to
achieve these goal s, which were set out in the 1998 Buenos Aires Plan
of Action (BAPA), the resumed COP-6 wasintended to bring to a
close morethan two and ahalf years of preparations and negotiations,
and to complete thetasksthat had been left unfinished at COP-6in The

Thefourteenth sessions of the COP's subsidiary bodies met at the
sametime asthe resumed COP-6. After anumber of informal consul-
tations, the subsidiary bodies adopted draft conclusions on arange of
issues, including reports on inter-sessional activities, policiesand
measures, cooperation with relevant international organizations, and
administrative and financial matters.

Hague in November 2000.
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A BRIEFHISTORY OF THEUNFCCC AND THE
KYOTO PROTOCOL

Climate changeis considered one of the most seriousthreatsto the
sustainability of theworld's environment, human health and well-
being, and the global economy. Mainstream scientists agree that the
Earth'sclimateis being affected by the build-up of greenhouse gases,
such as carbon dioxide, caused by human activities. Despite some
lingering uncertainties, amajority of scientists believe that precau-
tionary and prompt action is necessary.

Theinternational responseto climate change took shape with the
development of the UNFCCC. Adoptedin 1992, the UNFCCC sets out
aframework for action aimed at stabilizing atmospheric concentra-
tions of greenhouse gases at alevel that would prevent human-induced
actionsfrom leading to “dangerousinterference” with the climate
system. The UNFCCC entered into force on 21 March 1994. It now
has 186 Parties. Six meetings of the COP havetaken place, aswell as
numerous workshops and meetings of the COP's subsidiary bodies.

THEKYOTO PROTOCOL: In 1995, the Ad Hoc Group on the
Berlin Mandate was established by COP-1 to reach agreement on a
further step in effortsto combat climate change. Following intense
negotiationsculminating at COP-3, held in Kyoto, Japan, in December
1997, del egates agreed to a Protocol to the UNFCCC that commits
developed countries and countries making the transition to amarket
economy to achieve quantified targetsfor decreasing their emissions
of greenhouse gases. These countries, known under the UNFCCC as
Annex | Parties, committed themselvesto reducing their overall emis-
sionsof six greenhouse gasesby at least 5% below 1990 |evel sover the
period between 2008 and 2012, with specific targets varying from
country to country. The Protocol also provided the basisfor three
mechanismsto assist Annex | Partiesin meeting their national targets
cost-effectively —an emissionstrading system, joint implementation
(JI) of emissions-reduction projects between Annex | Parties, and a
Clean Devel opment Mechanism (CDM) to encourage joint projects
between Annex | and non-Annex | (developing country) Parties.

It was | eft for subsequent meetingsto decide on most of therules
and operational detailsthat will determine how these cutsin emissions
are achieved and how countries’ efforts are measured and assessed.
Although 84 countrieshad signed the Protocol asof 20 July 2001, most
have been waiting for the negotiation of the operational detailsbefore
deciding whether to ratify. To enter into force, the Protocol must be
ratified by 55 Partiesto the UNFCCC, including Annex | Partiesrepre-
senting at least 55% of thetotal carbon dioxide emissionsfor 1990. To
date, 37 Partieshaveratified the Protocol .

THE BUENOSAIRESPLAN OF ACTION: COP-4metin
Buenos Aires, Argentina, in November 1998, to set out a schedulefor
reaching agreement on the operational details of the Protocol and for
strengthening implementation of the UNFCCC itself. Thiswork
schedule was outlined in a document called the Buenos Aires Plan of
Action (BAPA). Thecritical deadline under the BAPA was COP-6,
where Parties were to attempt to reach agreement on a package of
issues. Critical Protocol-rel ated i ssues needing resolution included
rulesrelating to the mechanisms, aregime for assessing Parties’
compliance, and accounting methods for national emissionsand emis-
sionsreductions. Rules on crediting countriesfor carbon sinkswere
also to be addressed. I ssues under the UNFCCC requiring resolution
included questions of capacity building, the development and transfer
of technology, and assi stance to those devel oping countriesthat are
especially vulnerableto the adverse effects of climate changeor to
actionstaken by industrialized countriesto combat climate change.

PREPARATIONS FOR COP-6: Numerousformal and informal
meetings and consultationswere held during 1999 and 2000 to help lay
the foundationsfor an agreement at COP-6. At the thirteenth sessions
of the subsidiary bodies—which began in September 2000in Lyon,
France, and which werethefinal formal sessionsbefore COP-6 —palit-
ical positionson the key issues remained entrenched, with littleindica-
tion of willingnessto compromise or move forward. Whileinformal
meetings and consultations held in October and early November 2000
resulted in some further progress, many differences remained.

COP-6 PART |: COP-6 and the resumed thirteenth sessions of the
UNFCCC'ssubsidiary bodieswere held in The Hague, the Nether-
lands, from 13-25 November 2000. During the second week of negoti-
ations, COP-6 President Jan Pronk, Minister of Housing, Spatial
Planning and Environment of the Netherlands, attempted to facilitate
progress on the many disputed political and technical issuesby
convening high-level informal Plenary sessionsto addressthe key
political issues, which he grouped into four "clusters" or "boxes," as
follows: (a) capacity building, technology transfer, adverse effectsand
guidanceto the financial mechanism; (b) mechanisms; (c) LULUCEF;
and, (d) compliance, policiesand measures (P& Ms), and accounting,
reporting and review under Protocol Articles5 (methodological
issues), 7 (communication of information) and 8 (review of informa-
tion). Ministers and other senior negotiators convened in four groups
to negotiate on these clustersin an attempt to reach consensus.

However, by Thursday, 23 November, negotiations appeared
stalled, and President Pronk distributed a Note containing his
proposalson key issuesin an attempt to encourage a breakthrough.
After ailmost 36 hours of intense talks on the President’s proposals,
negotiators could not achieve an agreement, with financial issues,
supplementarity in the use of the mechanisms, compliance and
LULUCEF proving to be particular sticking points. On Saturday after-
noon, 25 November, President Pronk convened afinal high-level
informal Plenary in which he announced that del egates had failed to
reach agreement. Del egates agreed to suspend COP-6, and expressed a
willingnessto resumetheir work in 2001.

PREPARATIONSFOR COP-6 PART I1: A number of meetings
and consultations were convened after COP-6 Part | in an effort to get
negotiations back on track. Shortly before COP-6 Part 11, informal
high-level consultations chaired by President Pronk were held in
Scheveningen, the Netherlands, from 27-28 June 2001. Over 350 dele-
gatesfrom as many as 130 Parties participated, including anumber of
ministers and deputy ministers. The aim of the consultationswasto
permit Partiesto present to President Pronk their views on his June
consolidated negotiating text, which he had presented asatool to help
negotiators reach a compromise.While some partici pants expressed
the opinion that positions did not appear to have shifted since COP-6
Part I, others underscored that positions had possibly widened. They
also noted signs of entrenchment by some Parties, in particular on the
subjects of LULUCEF, sinksinthe CDM, and the use of nuclear facili-
tiesto meet commitments. The funding issue also appeared to be a
potential problem. Further concernswere raised by some ambiguity on
the part of Japan regarding itsintentionsfor ratifying the Protocol.

Inaddition to officia preparationsfor COP-6 Part |1, therewere a
number of political devel opmentsfollowing the meetingin The
Hague. In March 2001, the US administration declared its opposition
tothe Protocol, stating that it believed it to be “fatally flawed,” asit
would damage its economy and exempted devel oping countries from
fully participating. Following the US announcement, the EU sent
diplomatic missionsto several Parties, including Japan, Australia,
Canada, the Russian Federation and Iran, in an effort to maintain
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support for the Protocol and itsentry into force by 2002. The USindi-
cated that it would participate at COP-6 Part |1 in negotiations on the
Protocol in cases where talks might lead to outcomes affecting legiti-
mate USinterests, or if negotiations could set precedentsfor other
international agreements. It would befully involved in all discussions
relating to commitments under the UNFCCC.

REPORT OF COP-6 PART I1

The resumed Sixth Conference of the Parties (COP-6 Part 11) to the
UNFCCC opened on Monday morning, 16 July 2001. COP-6 Presi-
dent Jan Pronk, Minister of Housing, Spatial Planning and Environ-
ment of the Netherlands, opened the resumed COP-6, noting that
participants were meeting to resolve outstanding issues from thefirst
part of COP-6 in The Hague in November 2000. He said the negotia-
tionswould be based on bracketed texts brought forward from The
Hague. In addition, an unbracketed consolidated negotiating text he
had devel oped would serve asa“tool” to assist negotiators. Iran, on
behalf of the G-77/China, drew attention to devel opments since COP-6
Part 1, including the US administration’s announcement. He stressed
that delegatesarein Bonn to complete their unfinished work, and high-
lighted the need to clearly differentiate between UNFCCC and
Protocol issues under negotiation.

Opening speeches were al so presented during awel coming cere-
mony for ministersand other high-level officials on Thursday after-
noon, 19 July, which marked the beginning of the high-level segment
of negotiations, held from 19-23 July. Emphasizing that the Protocol is
“theonly gameintown” andthat itisfair and credible, President Pronk
urged Parties not to hold back on ratifying because one nation does not
intend to ratify.

Barbel Dieckmann, Mayor of Bonn, elaborated on the presence of
the UNFCCC Secretariat and other UN bodies and agenciesin Bonn.
She outlined effortsto increase the UN presence, including plansfor a
new UN campus. UNFCCC Executive Secretary Michael Zammit
Cutgjar recalled the aims of the BAPA, and highlighted the challenges
and needs of developing countriesin responding to climate change.
Noting progressin talks during the past few days, he said it would be a
wasteto “abandon the investment” of several years of negotiations.
Robert Watson, Chair of the Intergovernmental Panel on Climate
Change (IPCC), stated that all the scenarios considered for the next
century predict an ongoing increase in carbon dioxidelevels, more
extreme weather events, temperature increases, changesin precipita-
tion, sealevel rise, and impacts on agricultural productivity. He noted
that cost-effective technologies exist to target greenhouse gas emis-
sions. He said the costs of addressing climate change domestically are
estimated at 0.2-2 percent of GDP, falling even lower if international
cooperation occurs.

Representatives of arecent Youth Conference on Climate Change
delivered their views. One speaker urged del egates not to increase the
use of sinksin the Protocol, and said Annex | Parties should meet at
least half of their commitmentsdomestically. A second speaker told
delegates that young people were “ extremely disappointed with your
disregard for our future” at The Hague, and urged them not tofail in
Bonn.

A number of Partiesthen made general statements. The G-77/
Chinaexpressed concern at the unilateral approach of the US, and
emphasized: preference for three separate decisions on the mecha-
nisms; the need to address adverse effects; support for legally binding
consequences of non-compliance; and the need for further negotiations
on LULUCEF. Belgium, for the EU, said it is ready for compromises
with all Partiesto reach agreement on a bal anced package that

respects: environmental integrity; equity and solidarity with devel-
oping countries; and economic efficiency and flexibility in meeting the
agreed targets. Samoa, for the Alliance of Small Island States
(AOSIS), emphasized the need for additional fundsto undertake adap-
tation. The Czech Republic, for CG-11 (agroup of central and eastern
European countries), expressed concern with the Pronk text on finan-
cial obligationsfor Annex | Parties not included in Annex 11, and with
proposalsfor alevy onjoint implementation and emissionstrading.
Morocco expressed his hope that COP-7 would provide renewed
impetus ahead of the Johannesburg 2002 World Summit on Sustain-
able Devel opment.

Australiastated that uncertainty regarding future involvement of
certain States should not stop key issues from being addressed, and
emphasized: non-discriminatory rules on sinks; acompliance system
that assists Parties rather than puni shes non-compliance; and the
launch of dial ogue on action with devel oping countries. Canada under-
lined theimportance of efficient and accessible market mechanisms,
therole of forests and agriculture as carbon sinks, and the need to
encourage developing country action.

Underlining theimportance of US participation, Japan saiditis
proactively engaged in consultations with the US, but that this should
not delay progress at this session. She said Japan will exert its utmost
effortsto makeit possible for many countries, including itself, to
“concludethe Protocol,” aiming at entry into force by 2002. The US
said it intendsto address climate changein a“ serious, sensibleand
science-based manner” and would not prevent othersfrom going
ahead with the Protocol “so long asthey do not harm legitimate US
interests.”

Switzerland, for the Environmental Integrity Group (Mexico,
Republic of Korea, and Switzerland), said sinks should be of alimited
scale, mechani sms should complement domestic action, and there
should be astrong compliance regime with legally binding conse-
guences. Chinanoted adocument outlining its achievementsto
address climate change. The Russian Federation emphasized the need
for simplicity in the mechanisms, and including sinks and nuclear
facilities, and expressed concern with proposals on financial issues.

ORGANIZATIONAL MATTERS

STATUSOF RATIFICATION: Delegates met on Thursday
morning, 19 July, in aplenary session to address organizational
matters. The COP noted that 185 States and one regional economic
integration organization are Partiesto the UNFCCC and that 35 States
have deposited their instruments of ratification or accession to the
Kyoto Protocol. President Pronk added that Vanuatu had recently rati-
fied the Protocol, and Argentina, Senegal, Colombia, the Cook Islands
and Bangl adesh said they werein the process of taking similar steps.

ADMISSION OF ORGANIZATIONSASOBSERVERS: On
the admission of observers, the COP approved thelist of organizations
recommended by the Bureau on 19 July (FCCC/CP/2001/L .1).

ELECTION OF OFFICERSOTHER THAN THE PRES! -
DENT: The COP elected its Bureau members during COP-6 Part |,
with the exception of a second Vice-President to be nominated by the
Asian Group. In Plenary on 16 July, and again on 27 July, President
Pronk noted that this Group was still considering the matter. Noting
that the Bureau hasimportant work to do before anew Bureau is
elected at COP-7, including ameeting in early September in
Marrakech, he urged the Asian Group to redoubleits effortsto reach
agreement on this matter.

ADOPTION OF THE REPORT ON CREDENTIALS: The
resumed COP-6 adopted the report on credential s of representatives
(FCCCICP/2001/3) on Friday, 27 July.
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PREPARATIONS FOR COP/MOP-1 AND REVIEW OF UNFCCC
COMMITMENTS AND PROVISIONS

Thecritical issues addressed during the resumed Sixth Conference
of the Partiesrelated to two agendaitems: review of theimplementa-
tion of commitments and of other provisions of the UNFCCC; and
preparationsfor thefirst session of the Conference of the Parties
serving as the meeting of the Partiesto the Kyoto Protocol (COP/
MOP-1). Theseissueswere highlighted inthe BAPA, which set COP-6
asthedeadlinefor finalizing agreement.

Thefollowing section of thisreport providesasynopsisof the
process during the meeting, followed by an overview of the four key
issues negotiated at COP-6 Part I1: financial issues; the mechanisms;
compliance; and LULUCEF. This section also addresses other issues
relating to the implementation of the UNFCCC, and preparationsfor
COP/MOP-1. Theseinclude: national systems, adjustments and guide-
lines under Protocol Articles5 (methodological issues), 7 (communi-
cation of information) and 8 (review of information); activities
implemented jointly under the pilot phase; “best practices’ in P& Ms;
and the impact of single projects on emissionsin the commitment
period.

AN OVERVIEW OF NEGOTIATIONSON THE KEY
| SSUES: From 16-18 July, delegates met in closed negotiating groups,
which aimed to identify the key political issuesto be resolved by
ministersand high-level officials. Discussions during these three days
were held on the basis of negotiating texts carried over from COP-6
Part | (see FCCC/CP/2000/5/Add.3, “ Part Three: Textsforwarded to
the resumed sixth session by the COP at thefirst part of itssixth
session,” Volumes| —V). Thesetexts covered all issues under negotia-
tion, although many paragraphs remained heavily bracketed. In addi-
tion, an unbracketed consolidated negotiating text proposed in June by
President Pronk served asakey “tool” for supporting the negotiations.
Thistool addressed critical areas where disagreementsremain, and
attempted to establish abal anced package of decisionson all issues
covered by the BAPA.

High-level Segment (19-23 July): On Thursday, 19 July, the high-
level segment of COP-6 Part |1 began, with ministersand other senior
government officialsin attendance. In their deliberations, ministers
and other officialsbegan by considering aNote by the Co-Chairs of the
negotiating groups (FCCC/CP/2001/CRP.8), a“ streamlined docu-
ment” that outlined clear options on all the key outstanding political
issues. They met in amain negotiating group, known asthe President’s
Group, aswell asin four groups considering the key issues. Substan-
tivework began on Friday, 20 July.

Ministersand high-level officials met throughout the weekend and
into Monday morning. On Saturday night, 21 July, President Pronk
observed signs of an “increasing consensus’ and presented his
proposal for adraft decision outlining political agreementson “core
elements” of the BAPA. Notablefeatures of the proposal included:
activitiesunder Protocol Article 3.4 (additional activities) during the
first commitment period, with individual Party caps on creditsfrom
forest management; afforestation and reforestation projectsin the
CDM during thefirst commitment period; apolitical declaration
“inviting” funding from Annex |1 Parties; enforcement conseguences
aimed at restoring non-compliance and repairing damage to the envi-
ronment in cases of non-compliance; Annex | Partiesrefraining from
using nuclear facilitiesin the CDM and JI; domestic action consti-
tuting a“ significant element” of Annex | Parties’ effortsto meet
commitments; and the establishment of fundsfor devel oping country
activities,

However, in spite of several Partiesannouncing Sunday that they
could support the palitical decision, disagreements surfaced over the
section on compliance. President Pronk held further intensive consul-
tations on this section throughout Sunday night and into Monday
morning, resulting in an agreement to adopt the original political deci-
sion from Saturday, with arevised section on compliance.

Bonn Agreement: The political decisionwas approved by minis-
tersin aplenary session held Monday, and formally adopted by the
COP on Wednesday evening, 25 July (FCCC/CP/2001/L.7), after
disputesrelating to “technical” and “ editorial” changes madeto the
text Monday night had been resolved.

Political Declaration: Discussion over the weekend al so resulted
inaPalitical Declaration by the EU, Canada, Iceland, Norway, New
Zealand and Switzerland on funding for developing countries. This
Declaration includes an undertaking to provide an annual contribution
of US$410 million by 2005.

Post-Bonn Agreement Negotiations: During the remainder of the
second week, delegates agreed to resumein their negotiating groupsin
an attempt to clear the remaining bracketsin all outstanding texts held
over from The Hague, so asto reflect the Bonn Agreement. Although
consensuswasreached on several key issues, delegateswere unableto
completetheir work after di sagreements continued over the draft deci-
sions on the mechanisms, compliance and LULUCF. Delegateswill
attempt to conclude their work on the outstanding issues at COP-7.

FINANCIAL I SSUES: The negotiationson financial issues
addressed capacity building, technology transfer, adaptation,
UNFCCC Article4.8 and 4.9 and Protocol Articles2.3 and 3.14
(adverse effects), and funding. Theseissues were dealt within anego-
tiating group co-chaired by John Ashe (Antiguaand Barbuda) and
Andrej Kranjc (Slovenia), aswell asin several sub-groupsand drafting
groups. Somefinancial matters, especially thoserelating to funding,
were discussed as cross-cutting issues.

Delegates met in a closed negotiating group from 16-18 July, with
discussions addressing avariety of issues, including: concerns about
overburdening the Global Environment Facility (GEF); theimplica-
tions of relying on sources of information other than national commu-
nicationsto determine action rel ated to adaptati on; the specific
concerns of least developed countries (LDCs); institutional arrange-
mentsfor technology transfer; the role and composition of the tech-
nology transfer body of experts; and proposals on funding, including
whether to have voluntary or mandatory levels of contribution. The
group’sdiscussionsresulted in agreement on thetwo draft decisionson
capacity building. Together with the Co-Chairs of the four negotiating
groups, Co-Chairs Ashe and Kranjc prepared aNote (FCCC/CP/
20001/CRP.8) outlining clear options on the key outstanding political
issues.

Ministersand other-high level officials began their substantive
discussions based on thisNote on 19 July, with informal high-level
consultations on finance facilitated by Secretary of State Philippe
Roch (Switzerland). Oneissue during the high-level segment wasthe
question of “mandatory” or “voluntary” funding. However, devel -
oping countries compromised by agreeing not to insist on mandatory
funding.

Bonn Agreement: The political decision agreed on Monday, 23
July, and formally adopted by the COP on Wednesday, 25 July,
containsfive sectionsrelated to the financial issues.

Funding under the UNFCCC: The COP agreesthat Annex ||
Parties, and other Annex | Partiesthat arein aposition to do so, should
provide funding to meet the commitments under UNFCCC Article4.1
(commitments), 4.3 (funding), 4.4 (adaptation), 4.5 (technology
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transfer), 4.8 and 4.9 (adverse effects) through the GEF replenishment,
the proposed special climate change fund, and bilateral and multilat-
eral channels. It further providesthat appropriate modalitiesfor burden
sharing among Annex |1 Parties need to be devel oped. It specifiesthat
the special climate changefund isto be established to finance activities
related to climate change that are complementary to those funded by
theresources all ocated to the GEF and bilateral and multilateral
funding. These activitiesinclude adaptation, technol ogy transfer,
energy, transport, industry, agriculture, forestry and waste manage-
ment, aswell asactivitiesto assist devel oping countries diversify their
economies. Thetext also proposesthat an LDC fund be established,
including for the purpose of funding NAPASs.

Funding under the Kyoto Protocol: The COP agreesthat appro-
priate modalities for burden sharing need to be developed. It confirms
the establishment of the adaptation fund to finance concrete adaptation
projectsin Partiesto the Protocol. The adaptation fund isto be
financed from the share of proceeds on the CDM project activitiesand
other sourcesof funding. Annex | Partiesareinvited to providethis
additional funding. Thefund isto be operated by an entity operating
thefinancial mechanism of the UNFCCC.

Development and Transfer of Technologies: The COP agreesto
establish an Expert Group on Technology Transfer comprised of 20
experts: three from each region of non-Annex | Parties; onefromthe
Small Idland Devel oping States (SIDS); seven from Annex | Parties;
and threefrom relevant international organizations.

I mplementation of UNFCCC Article 4.8 and 4.9 and Protocol
Articles 2.3 and 3.14: The COP agreesthat the implementation of
identified activitiesin responseto adverse effects of climate change be
supported through the GEF, the proposed special climate change fund,
and other bilateral and multilateral sources. The COP also agreesto
consider at its eighth session the implementation of insurance-rel ated
actionsto meet the specific needs and concerns of devel oping country
Parties arising from the adverse effects of climate change, based onthe
outcome of workshops on insurance. Onimpact of response measures,
it agreesto support the implementation of identified activitiesthrough
the GEF, the special climate change fund and other bilateral and multi-
lateral sources.

Mattersrelating to Protocol Article 3.14: The COP recognizes
that minimizing the impact of the implementation of Protocol Article
3.1 (quantitative emissions commitments) is a devel opment concern
affecting both devel oped and devel oping countries. It recommends
that the COP/MOP request Annex | Partiesto provideinformation, as
part of the necessary supplementary information to their annual inven-
tory report, on how they are striving to implement commitments under
Article 3.1in such away asto minimize adverse social, environmental
and economic impacts on devel oping country Parties. Priority should
be given to theimplementation of the following actions:

» progressivereduction or phasing out of market imperfections,
fiscal incentives, tax and duty exemptionsand subsidiesinall
greenhouse gas emitting sectors, taking into account the need for
energy pricereformsto reflect market pricesand externalities;

« cooperationin thetechnological development of non-energy uses
of fossil fuels, and support to devel oping country Partiestothis
end; and

« assistanceto devel oping country Parties highly dependent onthe
export and consumption of fossil fuelsin diversifying their
economies.

Post-Bonn Agreement Negotiations. Based on the political guid-
ance provided by the Bonn Agreement, the negotiating group on
finance resumed itswork on the draft decisionsforwarded from The

Hague to address outstanding text for draft decisions on adverse
effects, technology transfer and funding. The group approved draft
decisionson: UNFCCC Article4.8 and 4.9; Protocol Article 3.14;
funding under UNFCCC; funding under the Protocol; technology
transfer; and guidance to the GEF.

On Friday, 27 July, delegatesmet in Plenary and approved all eight
draft decisionsthat had been agreed in the negotiating group and sub-
groups. Co-Chairs Ashe and Kranjc reported on the success of the
group, and requested the draft decisionsto be considered by the COP.

Draft Decisionsforwar ded to COP-7: The eight draft decisions
completed on financial issueswerethe only ones of thefour main
negotiating groups on which consensus had been achieved. The draft
decisions build on the Bonn Agreement and the following summaries
of these decisionsfocus on the elements el aborating on this agreement.

Capacity Building: Thedraft decision on capacity buildingin
developing countries (FCCC/CP/2001/L .2) requeststhe GEF to report
on its progressin support of theimplementation of the capacity-
building framework, and urges an operating entity of thefinancial
mechanism to adopt a streamlined and expedited approachin
financing activities of the framework. It requeststhe COP to draw on
information from national communications and reports from the GEF
and other agenciesfor the review of progressin theimplementation of
theframework. The second draft decision, on capacity buildingin EITs
(FCCC/CP/2001/L.3), setsout in an annex a capacity-building frame-
work. It recommendsthat COP/MOP-1 adopt adecision endorsing a
framework for capacity building under the UNFCCC that parallelsthe
framework contained in the annex. Both draft decisions giveimme-
diate effect to the frameworks.

Guidancetothe GEF: Thisdraft decision (FCCC/CP/2001/L.4/
Rev.1) statesthat the GEF should provide financial resourcesto devel-
oping country Parties, in particular tothe LDCsand SIDS, including
for implementing Stage |1 adaptation activities and establishing pilot
or demonstration projectsto show how adaptation planning and
assessment can be trandlated into projects. The draft decision further
urgesthe GEF to adopt a streamlined approach in financing activities
within the framework for capacity building in developing countries.

Development and Transfer of Technologies: The draft decision
(FCCC/CP/2001/L.10) establishes an expert group on technology
transfer and requeststhe GEF to provide financial support through the
special climate change fund for the implementation of the framework
annexed to the draft decision.

Adverse Effects: Parties agreed to separate decisionson UNFCCC
Article4.8 and 4.9, and Protocol Article 3.14 (adverse effects). The
draft decision on implementation of UNFCCC Article4.8and 4.9
(FCCC/CP/2001/L.12) statesthat the GEF should support activitieson
information and methodol ogies, and on vulnerability and adaptation. It
also decidesthat the special climate change fund and/or the adaptation
fund and other bilateral and multilateral sources should fund activities
on adaptation, improving and monitoring of diseases and vectors, and
capacity building. It further decidesto establish awork programme on
LDCsto: strengthen existing and establish national climate change
secretariats; provide training in negotiating skills and language; and
support the preparation of NAPAS. In addition, the decision provides
for the establishment of an LDC fund. It also decidesthat the GEF, the
special climate change fund and other bilateral and multilateral
sources should fund activitiesto assist LDCs.

Thedraft decision on Protocol Article 3.14 (FCCC/CP/2001/L.13)
decidesto develop guidelinesto help determineif Annex | Partiesare
striving to minimize adverse effects, and agreesthat Annex |1 Parties
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should give priority to assisting devel oping countries highly dependent
on the export and consumption of fossil fuelsin diversifying their
€economies.

Funding: The draft decision on funding under the UNFCCC
(FCCC/CP/2001/L.14) statesthat: thereisaneed for funding thatis
new and additional to GEF and multilateral and bilateral funding;
predictable funding should be available to non-Annex | Parties; and a
special climate change fund should be established. The draft decision
on funding under the Protocol (FCCC/CP/2001/L.15) establishesan
adaptation fund.

MECHANISMS: Delegates met from 16-18 July in aclosed
negotiating group chaired by Radl Estrada-Oyuela (Argentina) and
Kok Kee Chow (Malaysia). The group considered The Hague and
Pronk texts, and identified the key political and technical issuesto be
resolved. Thesix key “technical issues’ were: environmental impact
assessments; public participation; baselines; small-scale projectsinthe
CDM; certified emissions reduction (CER) transactions; and mecha-
nisms’ eligibility and the verification procedures that may be usedin
track two of Jl projects.

Thekey political issuesincluded: equity; supplementarity; nuclear
facilitiesinthe CDM and JI; establishment and composition of asuper-
visory committee for verification of CERs; composition of the CDM
Executive Board; level of the commitment period reserve; application
of share of proceedsto all three mechani sms; the requirement that
Annex | Parties’ use of CERsbe conditional on it being party to the
compliance agreement; unilateral CDM; and sinksinthe CDM. On
sinksinthe CDM, Co-Chair Estradaruled against arequest froma
number of Umbrella Group countriesthat an option beincluded
providing for all sinks project typeswithinthe CDM. Delegatesalso
considered thefollowing political issuesidentified by the G-77/China:
thelack of parity between Annex | Parties under Protocol Article4
(joint fulfillment) and other Parties; the need for special consideration
for LDCs; financial additionality; and the equitable distribution of
CDM projects on ageographical basis.

Various optionswere presented for each of the political issuesina
Co-Chairs Note (FCCC/CP/20001/CRP.8) for consideration during
the high-level segment. On Friday these discussionstook placewithin
the President’s Group, chaired by President Pronk, while on Saturday
the discussions on mechanismswerein asub-group facilitated by
Minister Peter Hodgson (New Zealand). On the basis of the high-level
negotiations, President Pronk produced a*“ core elements’ proposal
|ate on Saturday night. Thetext relating to mechanismsin this proposal
was accepted on Monday, 23 July, and forms part of the Bonn Agree-
ment.

Bonn Agreement: The political agreement on mechanisms
addresses:. principles, nature and scope; JI; CDM; and emissions
trading.

Principles, Nature and Scope: Thetext on principles, natureand
scope providesfor, inter alia, issuesrelating to equity, supplementa-
rity, share of proceeds and eligibility. On equity, the COP agreesthat
Annex | Parties shall implement domestic action in accordance with
national circumstances and with aview to reducing emissionsina
manner conduciveto narrowing per capitadifferencesin emissions
between devel oped and devel oping country Parties. The COP agrees
that the share of proceeds, to assist particularly vulnerable devel oping
countriesto meet adaptati on costs, shall be two percent of the CERsfor
aCDM project activity.

On supplementarity, the COP agreesthat:

« theuse of mechanismsshall be supplemental to domestic action
and that domestic action shall constitutea* significant element” of

the effort made by each Annex | Party to fulfill Protocol Article

3.1 (quantitative emissions commitments);

« Annex | Partiesshall berequested to providerelevant information
inrelationtotheir supplemental activities, inaccordance with
Protocol Article 7 (communication of information), for review
under Protocol Article 8 (review of information);

« theprovision of suchinformation shall takeinto account reporting
on*“demonstrable progress’; and

» the Compliance Committee’sfacilitative branch shall address
guestions of implementation.

On eligibility, the COP agreesthat arecommendation be madeto
the COP/MOP that the eligibility of an Annex | Party to participatein
the mechanisms shall be dependent on its compliance with method-
ological and reporting requirements under Protocol Articles5and 7,
with oversight being provided by the Compliance Committee’s
enforcement branch. Furthermore, “ only Partiesthat have accepted the
agreement on compliance supplementing the Kyoto Protocol shall be
entitled to transfer or acquire credits generated by the use of the mech-
anisms.”

JI andthe CDM: The COP agreesthat it isthe host Party’s prerog-
ativeto confirm whether J/CDM project activitiesassist in achieving
sustai nable devel opment, and that Annex | Parties“refrain” fromusing
Emission Reduction Units (ERUs)/CERs generated from nucl ear facil-
itiesto meet Article 3.1 commitments. On JI, the COP agreesto recom-
mend to the COP/M OP the establishment of asupervisory committee
to supervise, inter alia, the verification of ERUs.

Onthe CDM, the COP agreesto emphasize that public funding for
CDM projectsfrom Annex | Partiesisnot to result in the diversion of
ODA, andisto be separate from and not counted towards the financial
obligations of Annex | Parties. It also agreesto facilitate aprompt start
for the CDM and to invite nominations for membership of the execu-
tive board prior to COP-7 with aview to electing members at that
session.

Onthe CDM executive board, the text states that the board shall
comprise ten memberswith onefrom each UN regional group, two
othersfrom Annex | Parties, two othersfrom non-Annex | Parties, and
onerepresentative of SIDS. Theboard shall devel op and recommend
to COP-8 simplified modalities and procedures for small-scale CDM
project activities on: renewable energy projectswith amaximum
output capacity equivalent of up to 15 megawatts; energy efficiency
improvement projects that reduce energy consumption on the supply
and/or demand side by up to the equivalent of 18 gigawatthours per
year; or other projects that both reduce anthropogenic emissions by
sources and directly emit lessthat 15 kil otonnes of CO, equivalent.

On sinksinthe CDM, the COP agreesthat aff orestation and refor-
estation shall bethe only eligible LULUCEF projects under the CDM
during thefirst commitment period, with implementation of these
projects guided by the LULUCEF principles defined el sewherein the
annex and by the definitions and modalities developed by SBSTA for
decision at COP-8 including on non-permanence, additionality,
|eakage, scale uncertainties, and soci o-economic and environmental
impacts. LULUCEF activities under the CDM in future commitment
periods are to be decided in negotiations on the second commitment
period.

Emissions Trading: On emissionstrading, the COP agreesto
recommend to the COP/M OP that each Annex | Party shall maintainin
its national registry acommitment period reserve that should not drop
below 90% of the Party’ s assigned amount, cal culated in terms of
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Protocol Article 3.7 (individual assigned amounts) and 3.8 (base-year)
or 100% of fivetimesits most recently reviewed inventory, whichever
islowest.

Post-Bonn Agreement Negotiations. Following approval of the
political agreement on mechanisms, the negotiating group on mecha-
nismsreconvened on Wednesday and Thursday, 25-26 July, to address
the remaining technical issues. On Wednesday evening the group
received feedback from the two technical sub-groups, and undertook a
brief review of aCo-Chairs' proposed non-paper - a consolidation of
the political agreement, the Hague text, the Pronk text, and text agreed
in the technica working groups. On Thursday, the mechanisms group
continued consideration of the Co-Chairs’ non-paper. Co-Chair
Estrada noted that the draft decisions on mechanisms had been refor-
mulated to reflect the political decision. The EU said an error had been
made in the decision on eligibility, which now included reference to
the“legal” agreement on compliance. Australia, Canadaand Japan
urged consistency to reflect the political decision’s section on compli-
ance.

Inthe closing Plenary on Friday, 27 July, Co-Chair Estrada
presented the Co-Chairs’ draft decisions on mechanisms (FCCC/CP/
2001/CRP.11). Thistext representsawork in progress. Tofacilitatethe
futurework of parties, akey hasbeen used to distinguish between: text
that was agreed in the high-level segment; text agreed in the technical
groups; text partially agreed in the technical groups; and text that was
either not agreed or which has not yet been considered. The Plenary
took note of these draft decisions and appendices, whichwill befurther
considered, elaborated and adopted at COP-7.

Draft Decisionsforwarded to COP-7: The draft decisionsto be
considered further at COP-7 include:

« adraft decision on principles, natureand scope of the mechanisms
pursuant to Articles6, 12 and 17;

« adraft decision on guidelinesfor theimplementation of Article6,
including an annex setting out the guidelines;

« adraft decision on modalitiesand proceduresfor aclean devel-
opment mechanism, asdefinedin Article 12, including an annex
setting out these modalitiesand procedures, and several appen-
dices; and

« adraft decision on modalities, rulesand guidelinesfor emissions
trading, including an annex.

LAND USE, LAND-USE CHANGE AND FORESTRY
(LULUCPF): LULUCF was considered in aclosed negotiating group
co-chaired by Harald Dovland (Norway) and Philip Gwage (Uganda)
from 16-18 July. The group sought to reduce differences on key
outstanding issues, including whether Article 3.4 (additional activi-
ties) should be allowed during the first commitment period, and
optionsfor limiting the activities; principlesgoverning LULUCF
activities; and Article 3.3 (aff orestation, reforestation and deforesta-
tion) and 3.4 definitionsand accounting rules. On Article 3.4 activities,
some countries opposed their inclusion, stressing that it representsa
renegotiation of the Kyoto targets and underminestheintegrity of the
Protocol. Other Parties emphasized that LULUCF isfundamental to
ratification. Canada, Australiaand Japan, joined by the Russian Feder-
ation, presented a proposal on Article 3.4 forest management, which
relied on negotiated maximum levels of forest management creditsfor
individual countries. Thisproposal —aswell as proposalsby New
Zealand and the EU — set the stage for the high-level negotiations. The
discussionswere based on the Pronk text aswell astext carried over
from The Hague. Based on these and previous discussions, aNotewas
prepared by the Co-Chairs of the four negotiating groups (FCCC/CP/
20001/CRP.8) outlining clear options.

During the high-level segment of COP-6 Part |1, aclosed negoti-
ating group on LULUCF wasfacilitated by Rall Estrada (Argentina).

Bonn Agreement: The section on LULUCF includes aparagraph
affirming eight governing principlesfor the treatment of LULUCF
activities:

* treatment on the basisof sound science;

« useof consistent methodologiesover timefor estimation and
reporting of activities;

« consistency withtheaim of Protocol Article 3.1 (quantified
emissions commitments);

» non-inclusioninaccounting of “mere presence” of carbon stocks,

« contribution to biodiversity conservation and sustainabl e use of
natural resources;

 accounting that doesnot imply transfer of commitmentsto a
future commitment period;

 accounting at the appropriatetimefor thereversal of aremoval of
carbon from the atmosphere; and

« exclusion of windfall effectsfrom accounting.

The decision on LULUCF proposesthat the Protocol Article 3.3
definitionsof “forest,” “afforestation,” “ reforestation” and “ deforesta-
tion” are based on changesin land use. Debits during the first commit-
ment period from harvesting following afforestation and reforestation
since 1990 are not to be greater than credits on the sameland. Each
Party may chooseto apply al or aselection of additional activities—
forest management, cropland management, grazing land management
and revegetation —under Protocol Article 3.4 during the first commit-
ment period. These activities must be proven to be human-induced and
to have occurred since 1990.

Thedecision lays out the following accounting rulesfor thefirst
commitment period: net-net accounting for agricultural activities,
accounting for forest management up to the level of a possible debit
under Article 3.3; and negotiated Party capsincludedin an Appendix Z
for Article 3.4 activitiesand LULUCEF resulting from joint implemen-
tation. The decision further allows LULUCF under the CDM inthe
form of afforestation and reforestation only and limits such credits
during thefirst commitment period.

Post-Bonn Agreement Negotiations: The negotiating group met
to develop draft decisionson LULUCF reflecting the political decision
aswell asthe package of documents previously discussed in the group.
A smaller drafting group co-facilitated by Andreas Fischlin (Switzer-
land) and Halldor Thorgeirsson (Iceland) was convened. Discussions
centered around sectionswhere the political decision was considered
ambiguous and where further consultation wasrequired, including the
question of whether eligibility of LULUCF activitiesunder Article 12
(CDM) isdecided only for the first commitment period, or whether the
current decision also appliesto future commitment periods. Other
issuesincluded the Russian Federation proposal for an amendment to
its cap on forest management credits contained in Appendix Z, and
additional concernsregarding Party caps. The drafting group agreed
onthe Co-Chairs’ draft decisionson Thursday, 26 July, with the excep-
tion of theseissues. They werefurther discussed during Friday, 27
July, with agreement emerging on a paragraph specifying that
LULUCEF activities under the CDM in future commitment periods
shall be decided as part of the negotiations on the second commitment
period. A new paragraph was drafted allowing Parties to request that
the COP reconsider its numerical valuein Appendix Z no later than
two years prior to the beginning of the first commitment period.

On Friday, 27 July, delegates met in Plenary and decided that the
draft LULUCF decisionswould beforwarded for further consideration
by, and adoption at, COP-7.
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Draft decisionsforwarded to COP-7: Thedraft decisionson
LULUCF (FCCC/CP/2001/L .11/Rev.1) incorporate the Bonn Agree-
ment and comprise adecision, which, inter alia:

* requests SBSTA toinvestigate possible biome-specific forest
definitionsand to devel op definitionsand modalitiesfor including
LULUCEF activitiesunder the CDM; and

* invitesthe | PCC to elaborate methodsto estimate, measure,
monitor and report changesin carbon stocksasrelevant to Articles
3.3and 3.4 and LULUCF under Articles6 and 12, and to prepare
areport on good practice guidance and uncertai nty management.
Thedraft decisions on LULUCF also include a COP/MOP-1 deci-

sion. It contains principleson LULUCF in apreambl e, and adoptsthe

definitions, modalities, rules and guidelinesrelated to LUL UCF under
the Protocol, which are contained in an annex, with afurther appendix
specifying the Annex | Party maximum creditsfrom Article 3.4 forest

management and LULUCEF activities under JI during the first commit-
ment period.

COMPLIANCE: Delegates met on Tuesday and Wednesday, 17-
18 July, in aclosed negotiating group co-chaired by Harald Dovland
(Norway) and TuilomaNeroni Slade (Samoa). The group focused on
fiveissues: the nature and legally binding nature of consequences
applied by the enforcement branch; whether the Compliance
Committee composition would be based on the equitable geographical
distribution of the five UN regional groupingsor tailored to the
mandate of the branch and to the type of commitments under consider-
ation; whether there would be an appeal ; whether a COP/MOP panel
would consider the reports of experts review teams; and how the prin-
cipleof common but differentiated responsibilities and respective
capabilitieswould affect the design and functioning of the Compliance
Committee.

On Thursday, 19 July, Co-Chair Slade reported to Plenary that alist
of questionswith clear optionsfor consideration by the Ministershad
been elaborated (FCCC/CP/20001/CRP.8). He explained that the
group had identified six outstanding issues and suggested that the reso-
Iution of key political issues—the consegquencesto be applied by the
branches and the composition of those branches—be given priority.

High-level discussionsfacilitated by Minister Valli Moosa (South
Africa) took place on Saturday, 21 July. Progress was | ater reported to
the President’s Group on, inter alia, thelegally-binding nature of the
compliance regime and an emphasis onfacilitation. Late evening
Saturday, President Pronk presented aproposal for adraft decision
outlining political agreementson “core elements’ of the BAPA.

Theproposal covered eight aspects of the compliance system. Four
elements of the proposal generated the most controversy.

« Theaim of the consequences of non-complianceto beapplied by
the enforcement branchisto restore non-compliance and repair
the damageto the environment.

» Theenforcement consequencesincludethat paymentswill be
madeto repair the damage to the environment.

» Thefacilitative and enforcement branches shall be composed of:
one member from each of thefive UN regional groupsand one
member of the SIDS, taking into account the practice of the
Bureau of the UNFCCC; two membersfrom Annex | Parties; and
two membersfrom non-Annex | Parties.

» TheCOP should adopt at itssixth session alegal instrument on
procedures and mechanismsrel ating to compliance asan integral
part of the Protocol.

Following high-level informal consultations on Saturday through
Monday 21-23 July, during which compliance proved particularly
contentious and difficult to resolve, ministersand other-high level offi-

cialsagreed to atext on 23 July. Thetext provides, inter alia, that the
enforcement consequences shall aim at ensuring “ environmental
integrity,” rather than reparation of the damageto the environment,
and deferring the i ssue of the mode of adoption of the compliance
regime, and thus of the legally binding nature of its consequences, to a
|ater stage.

Bonn Agreement: The Bonn Agreement covers eight aspects of
the compliance system. On the mandate of thefacilitative branch, the
COP agreesthat advice and facilitation shall be provided with theaim
of promoting compliance and providing for early warning of non-
compliance. Such facilitation will cover: quantitative emission
commitments prior to, and during, the commitment period; and meth-
odological and reporting requirements prior to the beginning of the
first commitment period.

On the consequences of non-complianceto be applied by the
enforcement branch, the COP agreesthat these aim at restoring non-
compliance to ensure environmental integrity, and shall provide for an
incentiveto comply. Accordingly, enforcement consequencesinclude:
deduction of 1.3 timesthe excess emissionsfrom the Party’sfirst
commitment period assigned amount, to be applied to the assigned
amount of the second commitment period; development of acompli-
ance action plan; and suspension of eligibility to maketransfers under
Article17 (emissionstrading).

On the mandate of the enforcement branch, the COP agreesthat
thisbranch shall assess Annex | Parties’ compliancewith: quantitative
emissions commitments; methodol ogical and reporting requirements
under Article5.1 (national systems), 5.2 (adjustments), 7.1 (invento-
ries) and 7.2 (guidelines for the communication of information); and
eligibility requirements under Articles6 (J1), 12 (CDM) and 17 (emis-
sionstrading).

On appeal, the COP agreesthat there will be apossihility of appeal
to the COP/MOP in case of denial of due process. In such cases, the
decision of the enforcement branch will only be overridden by a COP/
M OP three-fourth majority decision.

On principles, the COP agreesthat the principle of common but
differentiated responsibilities and respective capabilities shall be
reflected in the design of the compliance system aswell asinthe
mandate of the facilitative branch. On the composition of the facilita-
tive and enforcement branches, the COP agreesthat both bodies shall
be composed of: one member from each of the five UN regional
groups and one member of the SIDS, taking into account the practice
of the Bureau of the UNFCCC; two membersfrom Annex | Parties;
and two membersfrom non-Annex | Parties.

On decision-making, the COP agreesthat, failing consensus, deci-
sionsshall betaken by athree-fourth majority, except in the case of the
enforcement branch where adouble majority of Annex | and non-
Annex | Partieswill also berequired. Finally, on the adoption of the
compliance system, the COP agreesto adopt, at its sixth session, the
procedures and mechanismsrel ating to compliance “ as specified
above” and to recommend the adoption, by COP/MOP-1, of such
procedures and mechanisms“intermsof Article 18 of the Kyoto
Protocol.”

Post-Bonn Agreement Negotiations: On Wednesday, 25 July,
Co-Chair Slade said the Co-Chairs had prepared a non-paper
comprising adraft COP decision and an annex that they hoped would
assist delegatesin their further work. Devel oping countries and many
developed countrieswel comed it as providing agood basisfor the
group’sfurther work. On Thursday, del egates proceeded through the
Co-Chairs’ non-paper on procedures and mechanisms on compliance
under the Protocol. Delegates diverged over the legal and political
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interpretation of the Bonn Agreement with regard to the remaining
work to be done on compliance during COP-6 Part |1, and to the legally
binding nature of the compliance regime. Devel oping countriesand
many Annex | Parties supported theintervention of President Pronk on
theway forward.

On Friday, 27 July, Co-Chair Slade reported that the discussions
had evidenced different views on some key issuesin the Bonn Agree-
ment. The COP took note of the draft decision on compliance based on
the Co-Chairs' non-paper (FCCC/CP/2001/CRP12/Rev.1), and
decided to forward it to COP-7 for completion and adoption.

Draft Decision forwar ded to COP-7: The draft decision contains
adraft COP decision, including adraft COP/MOP-1 decision, and an
annex.

Thedraft COP decision:

« decidesto adopt the procedures and mechanismson compliance
under the Protocol annexed thereto;

» recommendsthat COP/M OP-1 adopt such procedures and mecha-
nismsintermsof Protocol Article18; and

» recommendsthat COP/MOP-1 adopt thefollowing draft decision:
COP/MOP-1 confirmsthe COP decision and bringsthe proce-
dures and mechani sms on compliance under the Protocol into
operation.

The annex constitutes the procedures and mechanisms on compli-
ance under the Protocol and includesthe elements of the Bonn Agree-
ment on compliance outlined above. Other key elements of the text
include:

« the Compliance Committee shal takeinto account any degree of
flexibility provided by the COP/MOPtothe Annex | Parties
undergoing the processto amarket economy;

« membersof the Committeewill act intheir individual capacities;

« the Compliance Committee shall apply the guidancereceived
from the COP/M OP and the COP/M OP shall consider the report
of the Compliance Committee;

« thefacilitative branch shall promote Parties compliancewith
their commitments, taking into account Parties' common but
differentiated responsibilities and respective capabilities;

« submissionsto both branches may be made by any Party with
respect toitself or any Party with respect to another Party;

« thefacilitation of financial and technical assistanceby thefacili-
tative branch shall takeinto account UNFCCC Article 4.3
(financial resources), 4.4 (costs of adaptation) and 4.5 (technol ogy
transfer); and

* incaseof non-compliancewith Articles5.1,5.2, 7.1 or 7.4, the
consequencesto be applied by theenforcement branch are: decla-
ration of non-compliance; and devel opment of aplan analyzing
the causes of non-compliance, measuresto remedy non-
compliance and atimetabl e for theimplementation of such
measures.

PROTOCOL ARTICLESS5, 7 AND 8: Dueto time constraints,
issuesrelating to national systems, adjustments and guidelines under
Protocol Articles5 (methodological issues), 7 (communication of
information) and 8 (review of information) wereformally only
addressed in the context of the COP’s organi zational matters. Inthe
Plenary on Monday, 16 July, President Pronk indicated that anegoti-
ating group on these articles might be established later in the session.
Inthe Plenary on Friday, 20 July, anegotiating group, chaired by
Harald Dovland, was established. In Plenary on Tuesday, 24 July, the
G-77/Chinasaid that thework on Articles 5, 7 and 8 should start only
after the adoption of the decisionson theimplementation of the BAPA,
while Australiaand Canada urged that work on these articles proceed.

On Wednesday, 25 July, President Pronk proposed that del egatesfocus
on their remaining work in the previoudy established negotiating
groupson finance, LULUCF, mechanisms, and compliance. Australia,
Canadaand New Zealand underlined the importance of Articles5, 7,
and 8, and urged that this be addressed as soon as possibl e.

Draft Decisionsforwardedto COP-7: Duringthefinal Plenary, the
COP took note of the draft decisions on national systems, adjustments
and guidelinesunder Articles5, 7 and 8 (CP/2000/5/ Add.3 (Val. I11))
and forwarded them to COP-7 for completion and adoption.

ACTIVITIESIMPLEMENTED JOINTLY (AlJ): Thisissue
was supposed to be taken up by the SBSTA and the COP. However,
dueto time constraints, it was not discussed in-depth by the SBSTA.
Parties decided, at thefinal COP plenary, to refer the decision as el abo-
rated during COP-6 Part | (FCCC/CP/2001/2/Add.5) to COP-7 for
adoptioninitscurrent form.

Draft Decision forwarded to COP-7: Thedraft decision takes note
of thefourth synthesisreport on AlJand of the draft revised uniform
reporting format. Under the decision, Parties decide to continuethe
pilot phasefor AlJand request the Secretariat to organize aworkshop
on the revised uniform reporting format before SBSTA-15.

POLICIESAND MEASURES: Thismatter wastaken up by the
SBSTA on Tuesday, 24 July. SBSTA Chair Dovland noted Party views
submitted on the Terms of Reference (TOR) for a proposed workshop
on “best practices” in policies and measures (P& Ms) among Annex |
Parties, to be concluded at the current SBSTA session. Saudi Arabia,
opposed by the G-77/China, CG-11, the EU, AOSIS and others,
requested that the i ssue be deferred, as a decision regarding the work-
shop had not been officially adopted at COP-6 Part |. Chair Dovland
said hewould consult with President Pronk and said informal consulta-
tionson the TOR would be facilitated by José Romero (Switzerland)
and Richard Muyungi (Tanzania).

During thefinal SBSTA plenary on Friday, 27 July, Parties agreed
on adraft decision (FCCC/SBSTA/2001/L .4), with minor changes.
José Romero gave feedback on an informal meeting on P& Ms, in
which the TOR were agreed for aworkshop to be held in October
2001, sponsored by Denmark and Norway. Supporting the draft
conclusion, Uruguay requested referenceto “domestic” voluntary
agreements. Saudi Arabia, Qatar, Kuwait, and Jordan — opposed by
numerous non Annex | Parties, aswell asPoland, the EU and Japan —
objected to the adoption of the conclusions, arguing that these could
not be adopted until after the formal adoption of the decision on
polices and measures. Saudi Arabiasuggested that this decision be
deferred. Denmark and Norway noted that funding of the workshop
was conditional on it being held before COP-7. Overriding the objec-
tionsof Saudi Arabia, Chair Dovland ruled that SBSTA wasentitled to
decide on holding thisworkshop. Following arequest from Saudi
Arabia, asmall group was convened to address concerns on the text.
The small group reached agreement on adecision (FCCC/SBSTA/
2001/L.4). In accordance with the decision, SBSTA, inter alia: takes
note of submissionsby Parties on the TOR of the proposed workshop;
acceptsthe offer by Denmark and Norway to host the workshopin
October 2001; and decidesto consider the report of the workshop at its
fifteenth session.

Draft Decision forwarded to COP-7: During itsfinal Plenary, the
COP further agreed on adraft decision (FCCC/CP/2001/2/Add.5) to
beforwarded to COP-7 for adoption inits current format. The draft
decision decidesthat future work on P& Ms should contribute to the
improvement of transparency, effectiveness and comparability of
P&Mss, by: enhancing transparency in reporting on P& Msin the
national communications of Annex | Partiesthrough, as appropriate,
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criteriaand quantitative parameters; facilitating information sharing
on ways to minimize adverse effects of P& Ms; and assisting Partiesin
identifying further optionsfor cooperation between Annex | Partiesto
enhancetheindividual and combined effectiveness of their P& Ms.
The COP also decidesthat future work should contribute to the el abo-

ration of elementsfor reporting information on demonstrable progress.

IMPACT OF SINGLE PROJECTSON EMISSIONSIN THE
COMMITMENT PERIOD: Dueto time congtraints, thisissuewas
not discussed in-depth during SBSTA. Parties decided at thefinal COP
plenary to refer the decision (FCCC/CP/2001/2/Add.5), aselaborated
during COP-6 Part |, for adoption inits current format at COP-7.

Draft Decision forwarded to COP-7: The draft decision definesa
single project and setsthe guidelinesfor reporting CO, emissionsfrom

asingle project that has comeinto operation since 1990.

ADMINISTRATIVE AND FINANCIAL MATTERS

Delegatestook up the matter of theingtitutional linkage of the
UNFCCC Secretariat to the United Nationsin the SBI on 24 and 27
July, and agreed to recommend to the COP adraft decision on this
matter based on a Note by the Executive Secretary.

Final Decision: The decision (FCCC/CP/2001/L .8) was adopted
by the COP on Friday, 27 July. The decision notes that the linkage
continuesto provide asound basis for the functioning of the Secre-
tariat, and that UNFCCC conference servicing isbeing met from the
UN regular budget. It approvesthe continuation of the current institu-
tional linkage for an additional five-year period, to be reviewed by the
General Assembly and the COP before 31 December 2006, invitesthe
Secretary-General to seek the same endorsement from the General
Assembly at its upcoming 56th session, and invitesit to decide also on
theissue of conference servicing expenses.

OTHER MATTERS

During the COP Plenary held Friday, 27 July, the COP considered
draft conclusions proposed by Canada (FCCC/CP/2001/CRP.13)
relating to its offer to hold an informal meeting on optimizing the
uptake of cleaner or less greenhouse gas emitting energy, and inviting
the Secretariat to conveneaworkshop on thisissue prior to COP-8, and
SBSTA-16 to devel op recommendations for COP-8 to consider.

Several countries, including Saudi Arabia, Qatar and Algeria,
expressed concern at thelack of timeto consider the proposal, and
suggested considering the Canadian proposal at COP-7. However,
many Parties, including Japan, Argentina, Senegal, Palau and
Malaysia, supported thetext. Delegates agreed to acompromise
whereby reference to aworkshop organized by the Secretariat, and
recommendations by SBSTA-16 to COP-8, were del eted.

Final Conclusion: Thetext, asadopted, recognizesthat cleaner or
|ess greenhouse gas emitting energy, particularly renewabl es, hydro,
geothermal and natural gas, can promote environmental benefitsto
meet the objects of the UNFCCC and Kyoto Protocol, and optimizethe
uptake of cleaner or less greenhouse gas emitting energy. It also takes
note of Canada s offer to convene an informal workshop on thismatter,
and report on the outcometo SBSTA-15.

REPORTS OF THE SUBSIDIARY BODIES

The subsidiary bodiesto the UNFCCC met for their fourteenth
sessionsfrom 24-27 July. On Tuesday, 24 July, the Subsidiary Body
for Implementation (SBI) and the Subsidiary Body for Scientific and
Technological Advice (SBSTA) met separately to begin their work by
addressing most of their agendaitems. These meetingswere followed
by anumber of informal consultations held from 24-26 July, which
resulted in draft conclusions adopted by the two subsidiary bodiesin

meetings held on Friday, 27 July. I ssues addressed by these texts
include, for the SBI, administrative and financial matters, and, for
SBSTA, scientific and methodol ogical aspects of the proposal by
Brazil, policies and measures among Annex | Parties, and cooperation
with relevant organizations. The subsidiary bodies both adopted their
reports on the session on 27 July (FCCC/SBI/2001/L.1 and FCCC/
SBSTA/2001/L.1). Thefollowing section outlinesissues addressed by
these two bodiesthat the COP did not specifically address or take a
separate decision on.

SUBSIDIARY BODY FOR IMPLEMENTATION: On
Tuesday, 24 July, the SBI, chaired by John Ashe (Antiguaand
Barbuda), adopted its agenda.

Reportson Inter-sessional Activities: Delegates considered
reports on inter-sessional activitieson 24 and 27 July (FCCC/SBI/
2001/L.1). In particular, they considered further work concerning
LDCs, work on the Consultative Group of Experts (CGE) on non-
Annex | communications, and ongoing activities on reporting and
review of greenhouse gasinventoriesin Annex | Parties.

On further work concerning the LDCs, the SBI heard areport from
Uganda, speaking on behalf of the coordinator for LDCs, on the tech-
nical input given to the Third UN Conference on the LDCs, whichwas
heldin Brusselsin May 2001. He said that the Programme of Action
that was adopted at this conference includes specific mention of the
urgent need to address global environmental concerns on the basis of
the principle of common but differentiated responsibilities. It al'so
highlightsthe low adaptive capacity of LDCsto the adverse effects of
climate change. Delegates al so considered the devel opment of guide-
linesfor the preparation of national adaptation programmes of actions
(NAPAS). Tuvalu, for the LDCs, reported on aworkshop on thisissue,
underlining some progress on the establishment of the guidelines. He
said morework was needed and proposed aworkshop inthe Maldives,
before COP-7, to further develop NAPA guidelines. The SBI took note
of thesereports. It also thanked the Maldivesfor an offer to host the
NAPA workshop.

Regarding thework of the Consultative Group of Experts (CGE)
on National Communicationsfrom Partiesnot includedin Annex |, the
SBI heard apreliminary report on 24 July from Group Chair Vute
Wangwacharakul (Thailand). He noted that, in an examination of 50
national communications, the Group had identified anumber of prob-
lemsthat may be addressed, inter alia, through the provision of
adequate financial and technical assistance. The G-77/Chinasaid the
recommendations of the CGE were based only on alimited number of
national communications, and that amore comprehensive aggregate
analysiswas needed, while the US said such recommendations should
form the basisfor the devel opment of new guidelinesfor national
communicationsto be adopted at COP-7. Following these statements,
aFriends of the Chair group, facilitated by Philip Weech (Bahamas),
was convened to consider the CGE's preliminary report. The SBI
subsequently adopted the draft conclusions on this matter (FCCC/SBI/
2001/CRP.2), which invites Partiesto submit their views onthe CGE's
preliminary report, and on the current progress on the processto
improve guidelines for subsequent non-Annex | national communica-
tions. Thedate set for receipt of theseviewsis 15 September 2001. The
conclusions request the Secretariat to compil e these submissionsand
prepare aconsolidated report on the matter for SBI-15.

Regarding ongoing activities on reporting and review of green-
house gasinventoriesin Annex | Parties, the US suggested, in the SBI
on 24 July, amore comprehensive testing of the guidelinesby all
Partiesduring thetrial period and that revised guidelines be adopted at
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COP-8. SBI Chair Ashe said SBSTA-15will have asubstantive
consideration of thisagendaitem. The SBI took note of the oral report
on the ongoing and planned activities on thisissue.

Administrativeand Financial M atters: SBI considered the
financial performance for 2000-2001 on 24 and 27 July. The Secre-
tariat highlighted that arevised indicativelist of contributionswas
presented for 2001 (FCCC/SBI/2001/INF.2), pursuant to the adoption
by the UN General Assembly in 2000 of arevised scale of assess-
ments. The G-77/Chinasaid the General Assembly resolution does not
automatically apply to the UNFCCC. The Secretariat al so presented
thelatest status of contributions (FCCC/SBI/2001/INF.3/Rev.1) and
noted the special annual contribution of DM 3.5 million made by the
host government, Germany. Several Parties expressed the concern that
their contributions were not reflected in thelist. On 27 July, the SBI
took note of the revised scal e of contributionsand of the latest status of
contributions and expressed appreci ation to those Parties making their
core contributionsin atimely manner, and to those making voluntary
contributions.

The SBI took up the matter of the programme budget for the bien-
nium 2002-2003 on 24 July, when UNFCCC Executive Secretary
Cutgjar outlined details of the proposed programme budget. He noted
that the formal adoption of the budget is scheduled for COP-7. He said
income would includeindicative contributions of US$27.5 million, in
addition to the host government’s contribution and carry-over from
previous periods. Delegates subsequently met in asmall closed group,
chaired by John Ashe, to continue discussionsin greater detail. Inthe
SBI meeting on 27 July, the G-77/China stressed the principle of equi-
table geographic representation among the staff. Japan noted that
discussion on the programme budget is not closed and will continue at
SBI-15. The SBI took note of the budget report.

Onimplementation of the Headquarters Agreement, UNFCCC
Executive Secretary Cutajar informed the SBI on 24 July of theneed to
move an increasing number of staff to temporary accommodations, as
the Secretariat continuesto grow. Aninitial offer by the German
Government for part of the former Bundeshaus complex was deemed
insufficient to meet ongoing needs. However, he hoped the situation
would be resolved shortly. Some progress on visas and other issues
was a so hoted. Germany highlighted its commitment to guarantee
adequate accommodation and the best possible working conditionsfor
UN personnel. He said talks are ongoing to accommodate all UN orga-
nizationsin Bonn in asingle location. Argentina expressed concern at
these visaand accommodation difficulties. He suggested a small
committee might be established to consider theseissues, without being
involved in micro-management. Germany said most difficulties have
been addressed during the past year and a half, and they will takeall
steps necessary to deal with problems asthey arise. Canada noted
Argentina’s“interesting” proposal but indicated some reservations. In
the SBI meeting held on 27 July del egates thanked the host govern-
ment for its efforts concerning the provision of acceptable office
accommodations, and invited it to continue negotiations with the
Secretariat to resolvethisissue as soon as possible. The SBI al'so
requested aprogressreport on thisand other relevant matters at SBI-
15.

Onthejuridical personality of the Secretariat on theinternational
plane, the Secretariat noted that its UN institutional linkage had
enabled it to function without an international juridical personality,
and that it did have ajuridical personality in Germany. The SBI
decided that it would revisit the matter at afuture dateif it was deemed
necessary that the Secretariat be vested with ajuridical personality on
theinternational plane.

Other Matters: The SBI took note of aproposed workshop on
adaptation planned for the last quarter of 2001, to be convened by
AOSIS.

Adoption of the Report: The SBI adopted the report onitsfour-
teenth session on Friday morning, 27 July (FCCC/SBI/2001/L.1).
Chair Ashe thanked participants for their support, and closed the
meeting shortly before 12:00 pm.

SUBSIDIARY BODY FOR SCIENTIFIC AND TECHNO-
LOGICAL ADVICE: Thefourteenth session of the SBSTA beganits
work on Tuesday, 24 July, chaired by Harald Dovland (Norway). Atits
first meeting, the SBSTA adopted its agenda.

Reportson Inter-sessional Activities: Delegates considered this
issue on 24 and 27 July, and took note of, or adopted conclusionson:
emissionsresulting from fuel usein international transportation;
methods and tool sto eval uate impacts and adaptation; issuesrelated to
emissionsfrom forest harvesting and wood products; progressrelated
to atechnology information system; and UNFCCC Article 6 (educa-
tion, training and public awareness) (FCCC/SBSTA/2001/L.1).

On emissionsresulting from fuel used in international transporta-
tion, the Secretariat highlighted inter-sessional work, ascontainedina
joint report with the International Civil Aviation Organization (ICAQ)
and the International Maritime Organization. The EU expressed
concern about rising emissionsfrom air transportation and noted that
ICAOQ isscheduled to meet in September with aview to reaching deci-
sionson thisquestion.

On 24 July, the Secretariat reported on aworkshop on methods and
toolsto assess climate change impacts and adaptation, held recently in
Canada. On 27 July, the SBSTA took note of the workshop and invited
Partiesto consider theissue further, and to submit viewson issues
identified in areport on the workshop (FCCC/SBSTA/2001/INF.4) by
1 October 2001, for compilation by the Secretariat.

Onissuesrelated to emissions from forest harvesting and wood
products, New Zealand reported, on 24 July, on aworkshop for esti-
mating and accounting for carbon dioxide emissions from forest
harvesting and wood products, and said it is coordinating afurther
study. The SBSTA decided to consider this matter further at its
fifteenth session.

On progressrel ated to atechnology information system, Chair
Dovland informed the SBSTA, on 24 July, that the system isbeing
regularly updated, and that Partiesinterested in testing the system
should contact the Secretariat. On 27 July, delegates decided to
consider the matter further at SBSTA-15.

On UNFCCC Article 6, the EU, supported by many other Parties,
outlined a proposal to the SBSTA on 24 July, to consider further work.
Australiasupported the dissemination of the |IPCC TAR resultsina
manner accessible to the public. On 27 July, del egates adopted conclu-
sionson thismatter (FCCC/SBSTA/2001/L.5), inwhich the SBSTA:
thanked the Secretariat for its report on thisissue, and welcomed the
preparation of afurther document for SBSTA-15; noted that Article 6
should be asubstantive item on SBSTA’s future agenda, and that a
workshop might be considered following SBSTA-15; and noted the
importance of disseminating theinformation contained inthe IPCC's
reportsin more than the six UN languages, requesting the Secretariat
toliaisewiththelPCC onthis.

Scientific and M ethodological Aspectsof the Proposal by
Brazil: The SBSTA took up thismatter on 24 July. On Brazil’'s
proposal on reductionstoward an overall emission ceiling for Annex |
Parties allocated on the basis of each Party’srelative share of responsi-
bility for climate change, Chair Dovland said aworkshop had been
held to identify scientific and methodol ogical aspects of the proposal.
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The EU noted progressin addressing the technical basis of the
proposal, but identified several outstanding issues. Several developing
countrieswarned that the work should not go beyond the COP's
mandate. The US noted the workshop’s narrow focus, called for
consideration of other models and indicators, and supported continued
research. Chair Dovland said informal consultations on draft conclu-
sionswould be undertaken by David Warrilow (UK) and Luis Gylvan
MeiraFilho (Brazil).

On 27 July, Warrilow reported to the SBSTA on theinformal
consultations, noting that the group had been unableto reach
consensus on thetiming of future work. Brazil proposed that aside
event on thisissue be held at COP-7. He noted that anumber of non-
Annex | Partiesthought it would be useful to have aworkshop before
SBSTA-16, focusing specifically on the scientific and methodol ogical
aspects. Delegates then considered the draft conclusions prepared on
thismatter (FCCC/SBSTA/2001/L.2). Saudi Arabia, supported by
Venezuelaand China, suggested that thisissue only be addressed
before SBSTA-18. The EU and Argentinaurged that the meeting be
held sooner. Following discussionin asmall informal group, SBSTA
agreed that it will take up the matter for discussion at SBSTA-16.
Referenceto SBSTA deciding on future action at this sixteenth session
was deleted. Another amendment was accepted in terms of which
SBSTA requeststhe Secretariat to review this proposal and facilitate
dissemination of scientific and methodological information on this
proposal.

The conclusionswere accepted, asamended. In the conclusions,
the SBSTA: recallsthat COP-3 decided that Brazil’s proposal should
bereferred to the SBSTA; take notes of a progress report on theissue;
and encourages Partiesto support the research effort on scientific and
methodol ogical aspects of the proposal.

Cooperation with Relevant I nter national Or ganizations: At the
SBSTA meeting on 24 July, Chair Dovland noted ongoing initiatives
between the UNFCCC and the Convention on Biological Diversity
(CBD), including: aCBD discussion note and responses submitted by
the UNFCCC Parties; aCBD Ad Hoc Technical Expert Group to carry
out apilot assessment on adviceto integrate biodiversity into
UNFCCC implementation; and aproposed joint liai son group between
thetwo Secretariats. Jan Plesnik, Chair of the CBD Subsidiary Body
on Scientific, Technical and Technological Advice, reported oninitia-
tivesinthe CBD to addressinterlinkages between biodiversity and
climate change. Bob Watson, IPCC Chair, reported on the preparation
of an IPCC Technical Paper on linkages between climate and biodiver-
Sity.

The SBSTA theninvited lan Carruthers (Australia) and Jimena
Nieto Carrasco (Colombia) to undertakeinformal consultationson this
matter in order to help formulate draft conclusions. On 27 July, the
SBSTA adopted conclusions on this matter (FCCC/SBSTA/2001/L .3).

On cooperation with other conventions, the conclusionsemphasize
the need for cooperation with other relevant conventions, including the
CBD, and endorsed the formation of ajoint liaison group between the
UNFCCC and CBD Secretariats. It also invited the Secretariat of the
UN Convention to Combat Desertification to participatein this group,
in order to explore optionsfor further cooperation, including the possi-
bility of ajoint work plan and/or workshop. Partiesare invited to
submit their further views on cooperation between the three conven-
tions by 15 October 2001. A request by the CBD that IPCC develop a
paper to consider rel evant interlinkages was endorsed.

Regarding cooperation with scientific organizations, the SBSTA
commended the IPCC on the high quality of the Third Assessment
Report. It also noted that support is needed for workshop planned by
the Global Climate Observing System for the Caribbean and Central
American and Asiaregionsin 2002.

Adoption of the Report: The SBSTA adopted thereport onits
fourteenth session on Friday afternoon, 27 July (FCCC/SBSTA/2001/
L.2).

CLOSING PLENARY

The closing Plenary took place on Friday evening, 27 July 2001.
COP-6 President Pronk addressed del egates, stating that this meeting
advanced theimplementation of the UNFCCC and brought the
Protocol closer toreality, as agreed under the BAPA. The COPthen
adopted anumber of decisionsrelating to the agendaitemson organi-
zational, administrative and financial, and other matters, aswell ason
the implementation of the BAPA.

After hearing reports from the Co-Chairs of the negotiating groups
on progressin recent days, President Pronk noted that delegates had
now come closeto adopting abalanced “ package” of decisionson all
issuesunder the BAPA. However, asafew outstanding items remained
unfinished, the draft decisionswould all be forwarded to COP-7 for
final adoption. He pointed out that agreement had been reached on ten
decisions, including those on financial issues, meaning their adoption
at COP-7 would be aformality. Outstanding issuesincludetextson
guidelinesunder Protocol Articles5, 7 and 8, compliance, the mecha
nismsand LULUCF. The COP took note of progress made and agreed
toforward textsto COP-7 for final elaboration and adoption.

President Pronk highlighted hisaims of encouraging intensive
work on thetexts, safeguarding theintegrity of the political decision—
or “Bonn Agreement” on fulfilling the BAPA —and ensuring afair
process. Hethanked del egatesfor their hard work, and said he has
received confirmation from all groupsthat compl etion of the work will
take placeat COP-7 in way that isfaithful to the Bonn Agreement. He
added that the Bonn Agreement will make the Protocol ratifiable.

President Pronk prai sed the Bonn Agreement and the other
achievements at this session as an outcome of dialogue, mutual under-
standing, and compromise, and evidence of the value of multil ateral
negotiations. He reminded delegates of their promise at the end of The
Hague session not to wait another year to succeed with their negotia-
tions, and said he was proud of the results achieved in Bonn. He
expressed confidencethat the remaining work, which isnon-political,
will be concluded at COP-7.

The COP then adopted the report of the session (FCCC/CP/2001/
L.1and Add.1).

Following this, Partiesthen made closing statements. Many
thanked President Pronk for hissignificant contribution to the outcome
of theresumed COP-6, and al so expressed their gratitudeto UNFCCC
Executive Secretary Michael Zammit Cutajar and his staff.

Iran, on behalf of the G-77/China, said the Group had cometo
Bonn to finish unfinished work, and thanked all participantsfor the
positive atmosphere of cooperation and understanding. On matters
relating to compliance, heindicated that the G-77/Chinawel comed the
Co-Chairs non-paper (FCCC/CP/2001/CRP12/Rev.1) asagood basis
for discussions, and said the adoption of legally binding consequences
remained amajor objective for the Group.

Bulgaria, for CG-11, urged Partiesto continue to demonstrate the
flexibility and goodwill evidentin Bonn at COP-7. Samoa, for AOSIS,
said the resumed COP-6 outcomes have breathed new lifeinto the
Protocol, adding that delegates have taken an historic step towards
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creating an environmentally responsible, carbon restrained world. He
indicated his appreciation to those Annex | countriesinvolved inthe
Political Declaration on new and additional funding assistance. While
noting that the Protocol is* only amodest first step,” he highlighted its
key roleasoffering “theonly viablelifeline.”

Belgium, for the EU, said the Bonn Agreement laysafoundation
for the successful conclusion of these ongoing negotiations. He said he
was hopeful that a balanced and comprehensive package of decisions
will be achieved at COP-7.

Australiawelcomed the significant progress since the “ historic”
Bonn Agreement on Monday, 23 July. He noted with satisfaction
agreement on issues such asfinance and technology transfer, and
looked forward to completing work on all outstanding texts at COP-7.

Vanuatu, on behalf of the LDCs, welcomed in particular text on
UNFCCC Article4.8 and 4.9. He highlighted the need to involve
youth and their spokespeoplein the process. Japan stressed the
progressin talks over recent days, while noting that much remainsto
be done to bridge differences on compliance, the mechanismsand
LULUCEF. He said Parties should strive to completework on all
outstanding issuesat COP-7. New Zealand said it cameto Bonn to say
“yes’ to an agreement. He said the Bonn Agreement has provided such
an affirmation, and removed remaining questions surrounding the rati-
fiability of the Protocol. Morocco extended awelcometo Partiesto
continue at Marrakech the achievementsin Bonn. President Pronk
declared the resumed COP-6 closed at 10:30 pm.

A BRIEF ANALY SIS OF COP-6 PART 11

Confounding the predictions of many, the gavel came down late
Monday morning —midway through the two week meeting —and dele-
gates rose in a standing ovation to compl ete a marathon weekend of
negotiations and seal what many saw asan “ historic” political agree-
ment that saved the Kyoto Protocol. Few climate pundits had predicted
apositive outcomein Bonn, and it was thus not surprising that praise
on reaching apolitical agreement was effusive. Michael Meacher, UK
Minister for the Environment, described it as“abrilliant day for the
environment” ; Peter Hodgson, New Zealand's Energy Minister, said
“we have delivered probably the most comprehensive and difficult
agreement in history”; and an NGO campaigner said that “thisfirst
small stepisagiant leap for humanity and for the future of our planet.”

Four dayslater, when President Pronk formally closed COP-6 Part
Il late on Friday evening, the euphoriawas far more muted. Not only
were observers coming to appreciate the nature of the sacrifices made
to achievethis agreement, but — more importantly — differences had
appeared in theinterpretation of Monday’ s groundbreaking agreement.
At one stage, shortly after most of theworld’s presshad retired home
comfortablein the belief that an agreement had been secured, it
appeared asif the entire package wasin danger of unraveling, with the
Russian Federation and other Umbrella Group membersflexing their
muscles and disputing the terms of the agreement. This devel opment,
coupled with thefailureto reach closure on certain key issues—
notably compliance —was a sobering reminder that ratification of the
Protocol isnot yet assured, nor isits environmental integrity guaran-
teed.

“THE ONLY GAME IN TOWN”

Notwithstanding these concerns, the achievement of the last two
weeks should not be underestimated. Expectations of delivery at Bonn
had been low. In the words of one observer, “only professional opti-
mists’ were predicting success, with some commentators forecasting
the end of the Protocol and “a descent into environmental anarchy.”

President Pronk had set himself an ambitious agenda, and theinitial
prognosiswas not good. Since the collapse of talksin The Hague, the
US had pronounced the Protocol “fatally flawed” and withdrawn from
the process, leaving Pronk with no viable alternative but to broker a
deadl that was sufficiently attractive to Japan and the Russian Federa-
tion, while at the same time maintai ning the commitment of the EU
and devel oping countries. Despite an active round of shuttle diplo-
macy, and anumber of preliminary high-level meetings, there wasno
evidence prior to Bonn that the gulf of disagreement had been bridged.
Midway through the first week of the Bonn talks, and shortly before
thearrival of ministers, thisgulf was still apparent.

It isagainst this backdrop of significant political divisions, and low
expectations, that the euphoriaof Monday’s agreement should be seen.
Despite the significant compromisesthat were made, the agreement is
nevertheless hugely significant inthat it has affirmed President
Pronk’slong stated assertion that the Protocol isthe “only gamein
town.”

“KYOTO LITE” — TAKING THE FIRST STEP

COP6 Part Il will be remembered primarily for having produced
the“Bonn Agreement,” apolitical commitment on a package of issues
that hasfacilitated ratification of the Kyoto Protocol. Whileto some
observersthe Bonn Agreement “fallsfar short of thelofty goals
contained inthe original Kyoto proposal,” leadingone NGO torefer to
theagreement as“Kyoto Lite,” therewas neverthel essgeneral support,
even among some of the more skeptical NGOs, that aweak agreement
was better than none.

Thefollowingisabrief analysis of some of the key elements nego-
tiated under the Bonn Agreement, and in talks on The Hague texts.

FINANCE: Whilethefinancial issues group wasthe only oneto
approveall of itsdraft decisions, there were diverging viewson the
final outcome. Although the agreement recognizesthe need for “ new
and additional funding,” and establishes three new funds, no specific
funding level isidentified and there are no new legal requirementson
countriesto provide funding. Pronk’s suggested US$1 billion became
an unrealistic option with US withdrawal from the Protocol.

The Kyoto Protocol adaptation fund isfunded by aCDM levy and
voluntary contributions. From adevel oping country perspective, the
texts mirror the compromise that they madein the Bonn Agreement,
under which they lost out on their previousinsistence on mandatory
funding levels or any setting of funding levels. As one developing
country delegate expressed it “ They have shown usthe blank checks,
now the question iswill they actually enter any figures.”

L ULUCF: Thecollapse of The Hague negotiationswas attributed
by many observersto disagreementsover LULUCF issues: “It was
sinksthat sunk The Hague.” In contrast, the negotiationsin Bonn on
LULUCEF issues proved to be comparatively straightforward. There
are severa reasonsfor this. Some suggest that negotiators cameto
Bonn conscious of thefact that sinkswerefatal to The Hague deal,
and, with greater pressure to conclude apackage, they had anincreased
willinghessto compromise. Ironically, the compromise that was struck
was one some noted would have satisfied the USin The Hague.

With the US now out of the picture, the EU and G-77/Chinahad to
make significant sacrificesto keep the rest of the Umbrella Group on
board, particularly in light of statements by Canada, Australiaand
Japan that the provision of creditsunder Article 3.4 wasthekey torati-
fication. An apparent trade-off for greater EU flexibility on sinkswas
the insistence that nuclear energy be removed from the CDM. While
the EU’s shift on sinks was amajor concession, and one that revived
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concerns regarding loophol es and the renegotiation of the Protocol
targets, most saw this as anecessary and beneficial trade-off for
keeping the Protocol alive.

Commentators al so observed that Amb. Estrada—well-known for
forging agreements and producing results —had been brought in to
chair discussions during the ministerial session, and suggested that his
touch may have been evident. The resulting agreement was not
without controversy, however. Shortly after the ministers' decision
wasagreed, but beforeit wasformally adopted, the Russian Federation
sought to increase the level of credit they could claim under forest
management. Finding a solution for this apparent impasse, which
some saw asthreatening the entire process, required frantic scrambling
to enableformal adoption of the Bonn Agreement.

MECHANISM S: Clarifying the nature and scope of the Kyoto
mechani sms has always been one of the key determinantsfor ratifica-
tion of the Kyoto Protocol by Annex | Parties. Although delegates
were unabletoresolveall of thetechnical issuesand produce aclean
text, they neverthelesslaid asolid foundation for a positive outcome at
COP-7. Key to thiswasthe political agreement that was reached onthe
identified“ coreissues,” including supplementarity, eligibility, share of
proceeds, the composition of the executive board, and sinksand
nuclear facilitiesin the CDM. Agreement was al so reached on tech-
nical issues such as baselines and additionality, small-scale CDM
project activities, environmental impact assessments, public participa-
tion, and review by the executive board. Aswith anumber of the other
key issues, the EU made several important compromiseson its previ-
oudly stated positions, most notably on sinks. Whilethey may seek
some solacein thetext on nuclear facilities, and parts of thetext on
eligibility requirements, it is evident that the desireto ensure the
participation of key Umbrella Group countries greatly outweighed
their aspirationsfor astronger Protocol.

COMPLIANCE: For seasoned observers of the compliance nego-
tiations, devel opmentsin Bonn were unexpected. Following the solid
progress on thisissue in The Hague, many expected that the Bonn
negotiations would be comparatively straightforward. The opening
daysin Bonn dashed such optimistic forecasts, and served asarude
reminder to delegatesthat “ nothing isagreed until everythingis
agreed.” While most delegates | eft The Hague believing that the
complianceregimewould belegally binding and would provide for
clear deterrent consegquences a ong the lines proposed by the EU and
developing countries, they soon realized in Bonn that even these core
elementswereforcefully disputed. A key reason for this change was
the USwithdrawal from the negotiations. Thisresulted in asignificant
shift in bargaining | everage on those key positionswhere, in the past,
the US had sided with the EU and the G-77/China, rather than with
other members of the UmbrellaGroup. The absence of US participa-
tion on these key issues, coupled with the need to ensureratificationin
particular by the Russian Federation and Japan, resulted in ashiftin
bargaining power towards those positions favored by the other
Umbrella Group members. Thiswas particularly apparent in discus-
sionson thelegally-binding nature of enforcement conseguences, an
issuethat the US, EU, Canadaand the G-77/Chinahad all supportedin
The Hague, and where the preference of Australia, Japan and the
Russian Federation for a“ politically binding” compliance regime was
aminority view apparently with little chance of success. The USwith-
drawal, and the need for ratification by a suitable combination of these
three countries, dramatically influenced the diplomatic negotiating
landscape.

Theimpact of thischange was most clearly evidenced during the
final stages of the high-level segment, where theissue of compliance
congtituted the major stumbling block for reaching apolitical agree-
ment, necessitating | ate night callsto capitalsand resulting in severa
amendmentsto the original Pronk “core elements’ proposal. Unfortu-
nately, the compromise amendment rel ating to the mode of adoption of
the complianceregime, and its link with the legally binding nature of
the compliance regime, later proved to be ambiguous, with major
disagreement arising over itsinterpretation. During the final meetings
of the compliance negotiating group, numerous amendments were
proposed to the technical text by Australia, Japan, Canadaand the
Russian Federation, which some suggest has“ effectively unraveled
any progress’ that had been made on compliance during the previous
few years. The outcome of these meetings | eft some del egates openly
expressing “ deep disappointment and frustration.”

Despite not completing itswork on compliance, COP-6 Part 11
made significant advances. Theseinclude the elaboration by the Co-
Chairsof an unbracketed non-paper that will serve asthe basisfor the
resumed negotiationsat COP-7, aswell as securing political consensus
on several key issues of acompliance system, including abreak-
through regarding the composition of the Compliance Committee.

“PLAYIT, (UNCLE) SAM.”

As climate change observers|ook ahead to COP-7 in Morocco—a
country synonymousto many with Bogart, Bergman and Casablanca
—aquestion uppermost on the minds of many isthe extent to which the
USwill be persuaded to join the climate caravan. Will theUSplay it,
“astime goesby?’

Althoughthe USwasnoticeably lessintrusivein Bonn—seemingly
sticking to their commitment not to prevent othersfrom moving ahead
—their presence was neverthel ess ubiquitous. While some observers
claim to have seen the hand of the USin various submissions by other
Parties (most notably that by Nigeriaon eligibility during thefirst
week of negotiations) their impact on the negotiationswasfar more
pervasivethan indulging in alittle backroom lobbying.

For many observers, an overriding objective of the Bonn meeting
wasto defy the US, by demonstrating that the Protocol could survive
without its participation. This sentiment was most evident during the
high-level plenary on Monday, 23 July, when the current spokesperson
for the G-77/Chinastated that the political agreement wasa*triumph
for multilateralism over unilateralism.” Thisthinly veiled attack onthe
US position, which waswarmly applauded by the packed conference
hall, was further underlined by President Pronk. Noting the growing
sentiment against globalization, typified by the G-8 protestsin Genoa,
Pronk stressed that the Bonn Agreement demonstrates “the centrality
of the concept of international cooperation for the higher common
benefit of the global community.”

UShead of del egation, PaulaDobriansky, appeared unmoved and —
despite being heckled —was unapologeticinreiterating the US position
againgt ratification. Interestingly though, shereferred to the Protocol
as“not sound policy,” ashift from earlier statementsthat it was“fatally
flawed” (and a subtle shift too from her original written statement, in
which she apparently deleted referenceto “ deeply flawed”).

Whileit remainsunlikely that the US position on ratification will
changein the near future, thereis no doubt that the Bonn Agreement
has affected the international political economy of climate change. As
European Environment Commissioner Margot Wallstrom put it shortly
after thedeal had been struck: “1 think something has changed today in
the balance of power between the USand the EU.” Or asone US
observer said: “thisisamajor foreign policy defeat for President
Bush.”
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The nature of the changing relationship was underlined by Presi-
dent Pronk in hisfinal press conference, late Friday night, where he
emphasi zed that the US no longer speaks of the Protocol asbeing dead.
He also noted that the US business community and various Senators
are beginning to appreciate that i solation on thisissue will have an
impact on US economic interests. With ratification of the Kyoto
Protocol now morelikely, he suggested that thereis now an increased
possibility that “it won’t take many yearsbeforethereisat least a‘joint
track’ approach with the USin addressing climate change.”

THE BONN AGREEMENT: “THE BEGINNING OF A
BEAUTIFUL FRIENDSHIP?"

Despite the significant achievement in reaching political
consensus, it became apparent towards the end of the Bonn meeting
that not all Partieswere“ maintaining the spirit of Monday’s historic
agreement.” Thiswas most evident inthevarying interpretations
offered on the legally binding nature of the compliance regime. Some
observers have questioned the motives behind theincreasingly evident
collaboration between Canada, the Russian Federation, Australiaand
Japan, even on issues upon which individual interestswere not at
stake.

Whileitisunlikely that —in the words of Humphrey Bogart —the
Bonn Agreement will necessarily be the beginning of abeautiful
friendship, itisclear that it haslaid the foundation for possibleratifica
tion of the Kyoto Protocal. In hisclosing statement, Raul Estrada, one
of the chief architects of the Kyoto Protocol, underlined that COP-6
Part 11 has brought a“ new dynamism to the Protocol process, and
served to give new weight in our endeavorstowards prompt ratifica-
tion.” But asthe disagreementsin thefinal few days of the Bonn
meeting showed, there is no guarantee just yet that the Protocol will be
ratified, and if so, at what cost to itsenvironmental integrity.

THINGSTO LOOK FOR BEFORE COP-7

INTERNATIONAL ENERGY PROGRAMME EVALUA-
TION CONFERENCE: Thisconferencewill be held from 21-24
August 2001, in Salt Lake City, Utah, US. Presentationswill consider
energy technol ogies and services, and outlinetheimpactsof public and
private energy programmes, aswell as products and services, targeted
at industrial, commercial, residential and low-income markets. For
more information, contact: Mary McCarthy Hall, Conference Coordi-
nator; tel: +1-608-835-6880; fax: +1-608-835-6881; e-mail:
marymcc@tdsnet.com; Internet: http://www.iepec.org

FIFTH UNCTAD/EARTH COUNCIL POLICY FORUM ON
TRADE AND CLIMATE CHANGE —THE STATE OF THE
GREENHOUSE GASESMARKET: Thisworkshop will take place
in association with the International Emissions Trading Association
from 29-31 August 2001, in Rio de Janeiro, Brazil. The forum will
bring together public and private sector representatives from North
and South to discuss climate change related issues. Participationisby
invitation only. For moreinformation, contact: L ucas Assuncdo or Gao
Pronove, tel: +41-22-917-5853/5831; fax: +41-22-907-0247; e-mail:
lucas_assuncao@hotmail.com or gao@govida.net; Internet: http://
www.unctad.org/ghg

INTERNATIONAL EMINENT PERSONS MEETING ON
INTER-LINKAGES: Thismeeting, providing input to the 2002
World Summit on Sustainable Development, will convenefrom 3-4
September 2001, in Tokyo. Thetopic of the meeting, whichisbeing
jointly organized by United Nations University, the Ministries of

Foreign Affairsand Environment of Japan and the Global Legislators
Organization for a Balanced Environment (GLOBE) will be“ Strate-
giesfor bridging problems and solutionsto work towards sustainable
development.” For moreinformation, contact: Jerry Velasquez, United
Nations University; tel: +81-3-5467-1301; fax: +81-3-3407-8164; e-
mail: jerry@geic.or.jp; Internet: http://www.unu.edu or http://
www.geic.or.jp/

EMISSIONSMARKETING ASSOCIATION FIFTH
ANNUAL FALL MEETING AND INTERNATIONAL
CONFERENCE: Thismeeting will be held from 30 September - 2
October 2001, in South Carolina, US. Topicswill include: voluntary
carbon dioxide commitments/GHG trading pilots; international
perspectives on COP-7; state and provincial actions on climate change
(focus onregistries); state-based multi-pollutant legislation; emissions
portfolio risk management in adynamic market; SO2 and Nox emis-
sionstrading trends; system design; and legal issues. For moreinfor-
mation, contact: David Feldner, Emissions Marketing Association
Executive Director; tel: +1-414-276-3819; e-mail: dfeldner@emis-
sions.org; Internet: http://www.emissions.org/conferences/
default.html

18TH SESSION OF THE IPCC PLENARY: Thismeeting will
be held from 24-29 September 2001, in London, UK. The purpose of
the meeting isto adopt/approve the Synthesis Report. For moreinfor-
mation, contact: Renate Christ, IPCC Secretariat, tel: +41-22-730-
8574; fax: +41-22-730-8025; e-mail: christ_r@gateway.wmo.ch;
Internet: http://www.ipcc.ch/

13TH MEETING OF THE PARTIESTO THE MONTREAL
PROTOCOL: MOP-13 will be held in Colombo, Sri Lanka, from 15-
19 Octaber 2001. For moreinformation, contact: Ozone Secretariat;
tel: +254-2-62-1234; fax: +254-2-62-3601; Internet: http://
www.unep.org/ozone/

17TH EUROPEAN PHOTO-VOLTAIC SOLAR ENERGY
CONFERENCE AND EXHIBITION: Thisconferencewill be held
from 22-26 October 2001, in Munich, Germany. Subjectsto be
addressed include: fundamental s, novel devicesand new materials;
crystalline silicon solar cells; photo-voltai c systemstechnol ogy; and
use of photo-voltaic by developing countries. For more information
contact: WIP; tel: +49-89-720-1235; fax: +49-89-720-1291; e-mail:
wip@wip-munich.de; Internet; http://www.wip-munich.de/confer-
ences/pv/munich_2001/munich.html

INTERNATIONAL SYMPOSIUM ON ARCTIC FEED-
BACKSTO GLOBAL CHANGE: Thissymposiumwill be held
from 25-27 October 2001, in Rovaniemi, Finland. It is sponsored by
the Nordic Arctic Research Programme and the Academy of Finland,
and will featureasummary of Global Climate Model resultsfor the
Arctic, including in relation to the marine sector, terrestrial ecosys-
tems, freshwater ecosystems and i cecaps/glaciers. For moreinforma-
tion, contact: Peter Kuhry; tel: +358-16-341-2758; e-mail:
peter.kuhry@urova.fi

SEVENTH CONFERENCE OF THE PARTIESTO THE UN
FRAMEWORK CONVENTION ON CLIMATE CHANGE:
COP-7 isscheduled to take place from 29 October - 9 November 2001,
in Marrakech, Morocco. For moreinformation, contact: the UNFCCC
Secretariat; tel: +49-228-815-1000; fax: +49-228-815-1999; e-mail:
secretariat@unfccc.int; Internet: http://www.unfccc.int/



