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Forestry Issues outstanding from COP 6

Summary

In the notes and new proposals issued by Pronk following COP 6, the Chairman refers to “special
concerns” and “issues” which arise from the implementation of afforestation and reforestation
projects under the CDM. Specifically, these are: Non-permanence (also accounting modalities in
the “Note by the President’), Social and environmental effects; Leakage; Additionality;
Uncertainty, Scale (introduced in the “New Proposals”); Definitions for Article 3.3 (removed in the
“New Proposals”). The Parties were asked to decide to establish a process under the SBSTA to
develop rules and modalities to deal with these issues.

Considerable progress in addressing these issues has already been made, and the authors
believe that this progress has a significant bearing on the debate surrounding the inclusion of
afforestation and reforestation projects in the CDM. In Part I, this paper summarises the reasons
why the “issues” have arisen and explains some of the solutions that could be used to address the
issues. Part Il provides details of project related experiences gained through the validation and
verification of a wide range of sinks based projects.

Permanence is addressed though accounting regimes. The main decision required by COP is
whether to relate credits to stock changes, as in Annex 1 inventories and J! projects or to the real,
long-term, measurable benefits that arise from carbon storage.

Social and environmental effects can be addressed through guidelines that require projects to
identify and mitigate negative impacts.

Activity-based leakage can be identified and managed. Market-based leakage is harder to
quantify but can be approximated. Conservation / deforestation projects are generally prone to
very high levels of market-based leakage and this is one reason why COP 6 was right to rule
conservation projects out of the CDM.

Additionality must be assessed for individual projects but there is little difference between the
problems faced in afforestation and reforestation projects and other types of CDM projects.
Uncertainty can be managed through normal statistical procedures in the same way as variation
around a mean would be handled in any other type of CDM project.

Scale is a non-issue. Once an accounting framework has been defined, the issue of scale will be
resolved because the number of credits and the time over which they are delivered may be
defined. The low cost of some CERs derived from afforestation | reforestation projects is
irrelevant. Many other types of CDM projects are profitable without CER revenues. The expected
volume of credits arising from sinks projects in the first commitment period is not representative of
expected volumes in the second and subsequent commitment periods.

Page 2



RSGS

Introduction

The purpose of this paper is to address the issues related to the inclusion of LULUCF under the
CDM as identified by Jan Pronk in the Note By The President of COP 6 issued 3™ November 2000
and re-emphasised in “New Proposals by the President of COP 6" issued 9" April 2001.

In the notes, Pronk refers to “special concerns” and “issues” which arise from the implementation
of afforestation and reforestation projects under the CDM. Specifically, these are:

e Non-permanence (also accounting modalities in the “Note by the President”)
e Social and environmental effects

e Leakage

e Additionality

¢ Uncertainty

°

Scale (introduced in the “New Proposals”)

e Definitions for Article 3.3 (removed in the “New Proposals”).

The Parties were asked to decide to establish a process under the SBSTA to develop rules and
modalities to deal with these issues.

Since 1997, SGS has gained considerable experience in the validation and certification of
potential CDM projects in the LULUCF sector and on the basis of this experience, strongly
supports the inclusion of afforestation and reforestation projects in the CDM. In Part | of this paper
we present an analysis of the special concerns and in Part |l, we present some of our experiences
in validation and certification of LULUCF projects that are relevant to the special concerns.

PART | : Special concerns with LULUCF Projects

Non-permanence and accounting modalities

The two issues of non-permanence and accounting modalities are closely linked therefore they
are considered together.

Annex | countries use their National Inventories to report stock changes in the LULUCF over a
defined accounting period and therefore increases or decreases in carbon stocks resulting from
land use activities can be recorded. Thus, if a LULUCF domestic or JI project activity in an Annex
| country incurs an increase in carbon stocks, credits or Emission Reduction Units can be
awarded. If the activity causes a reduction in stocks as a result of harvesting, or a fire, the loss
can be recorded and the company or project responsible for the emissions may be required to
take steps to compensate for the reduction. Because of the link between the National Inventory
and compliance with Assigned Amounts, the issue of permanence in LULUCF projects in Annex !
countries does not arise.

Non-Annex | countries have no Assigned Amounts with which to comply and therefore there is
no mechanism to compensate for reductions in carbon stocks. Once issued, Certified Emission
Reduction units (CERs) can never be recalled and therefore carbon stocks in LULUCF CDM are
considered to be non-permanent.
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At least three accounting modalities have been proposed to address this issue and these include:
1) Carbon tonne year

2) Temporary CERs

3) Average carbon storage capacity

Implementing each of these methodologies has its own advantages and disadvantages.

1) Carbon tonne year accounting recognises the length of time over which carbon is stored, giving
credit to a project that stores 100 t of CO, for 1 year and to a project that stores 1 tonne of CO, for
100 years. The methodology requires the definition of an equivalence factor used to calculate how
many carbon tonne years are equal to one tonne of emitted CO,.

The carbon tonne year methodology could be implemented by an annual ex-post verification to
confirm the amount of additional CO, sequestered over the year. Using the conversion factor, the
Operational Entity would issue CERs that have already had a real, long-term measurable benefit.
The main advantages of this approach are that it:

a) addresses the issue of liability by only crediting benefits that the environment has already
received (so there is no liability issue) and

b) makes sequestration CERs fully fungible with other sequestration CERs, emission reduction
CERs and both emission reduction and sequestration ERUs.

The disadvantages of this approach include:

a) the need to agree on an equivalence factor and

b) since LULUCF projects rely on the accumulation of carbon through biological means, very few
CERs will be generated at the start of the project and most CERs will be issued when carbon
storage in the ecosystem is maximised.

2) Temporary CERs assign a lifetime to a CER equal to the project life. When the project is
completed, the TCERs expire and must be replaced by another TCER, an ERU or an assigned
amount unit. Rules could be established requiring the project investor to purchase insurance to
replace the TCER, thus ensuring that commitments are not simply transferred to future
commitment periods. Alternatively, project developers can make their CERs more appealing by
extending the project lifetime.

Under the TCER accounting methodology, annual stock changes would be confirmed through ex-
post verification and TCERs issued that are valid until either the end of the project life or the time
when the carbon was to be released again, whichever is the shortest.

Advantages of this approach include:

a) it is analogous to the JI accounting approach where stock increases are credited over
commitment periods and the project is liable for the emission of the credits when the trees are
felled. Under TCER however, the buyer of the credits is liable for their replacement when they
expire.

b) The TCER approach rewards projects in line with stock change.

Disadvantages of the TCER approach include:

a) that it greatly complicates the transaction process, requiring multiple transactions to offset one
year's emissions

b) it clouds the issue of fungibility — TCERs will have different lifetimes and different liability
issues attached and will not be directly fungible with any other form of CER or ERU and

c) eligibility as a CDM project must include an assessment of the project’s intended lifetime.

3) Average carbon storage capacity is calculated by averaging the annual carbon stock in the
project over a defined period of time. This recognises both increases and decreases in carbon
stocks associated with forestry projects but requires the definition of a common time denominator.
CERs are awarded following ex-post verification of stock changes, but only up to the level of
environmental additionality, which is defined as the difference between the average carbon
storage capacities of the baseline and with-project scenarios. Liability may rest with either the
project developer or the investor.
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The advantages of this approach are:

a) that the definition of a time horizon acts as a common denominator for all projects, making
sequestration CERs fungible with each other and with ERUs from JI sequestration projects
and

b) like JI accounting, it rewards projects in line with stock changes.

The disadvantages are that:

a) acommon time horizon must be agreed by the Parties
b) eligibility as a CDM project must include an assessment of the project's intended lifetime.

From a project developer's point of view the average carbon storage capacity is clearly the most
rewarding whilst the carbon tonne year method is least rewarding.

EXAMPLE

The following example shows how the different accounting methodologies could be used to create
credits for a 1 hectare block of Pinus patula plantation. For simplicity, the baseline is assumed to
be zero, although in fact this is not usually the case. It is assumed that the plantation is grown on
a 25-year rotation and that the project intends to manage 4 rotations over its 100-year lifetime.

Figure 1: Carbon dynamics in a Pinus patula plantation managed on consecutive 25-year
rotations
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(-]
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| 2 500 |
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The graph shows carbon stock varying from zero to approx. 300 tonnes of carbon per ha, and the
average carbon storage capacity, approx. 156 tonnes carbon per ha. (Note, one tonne carbon =
3.667 tonnes CO,.)
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In the table below, the credits awarded to the project each year under the different accounting
regimes are shown. The carbon tonne year equivalence factor used is 46.4 (Moura Costa and
Wilson pers. comm.). TCERs are issued each year with different lifetimes. Average carbon
storage capacity is caiculated over a 100-year time horizon. JI credits are based on stock change
alone. There are some years when TCERs and JI credits are negative. These reflect thinning and
harvesting operations. Under the TCER accounting method, no credits would be issued in these
years. In the Jl stock change method, the project would have to offset these emissions.

The credits awarded under different accounting methodologies are shown in Table 1 below:

Table 1: Credits awarded under different accounting methodologies

Age |Total Carbon JTCERs |Lifetime JASC JJiERUs
/ carbon  Jtonne of TCER |CERs
year jtonstha  [fyear

CERs (Ef

= 46 4)
60 [1313 28 239 15 00 239
61 |1546 33 233 14 00 233
62 11327 29 -218 13 00 -218
63 [1440 31 113 12 00 113
64 {1596 34 156 11 00 156
65 |1894 41 298 10 00 298
66 [2066 4 5 172 9 00 172
67 2213 48 14 8 8 00 148
68 [2351 51 137 7 00 137
69 [247 9 53 128 6 00 128
70 2596 56 17 5 00 17
71 2703 58 107 4 00 107
72 |2801 60 98 3 00 98
73 2890 6 2 89 2 00 89
74 12971 64 81 1 00 81
75 3045 66 74 0 00 74
76 128 01 28 24 00 -301 6
77 {80 02 52 23 00 52
78 {140 03 60 22 00 60
79 220 05 80 21 00 80
80 (320 07 100 20 00 100
81 1440 09 120 19 00 120
82 607 13 167 18 00 167
83 836 18 229 17 00 229
84 [1074 23 238 16 00 238
85 1313 28 239 15 00 239
86 |1546 33 233 14 0.0 233
87 1327 29 -218 13 00 -218
88 |1440 31 113 12 00 113
89 1596 34 156 11 00 156
90 {1894 41 298 10 0.0 298
91 12066 45 172 9 00 172
92 2213 4.8 148 8 00 14.8
93 2351 51 137 7 00 137
94 1247 9 53 128 6 00 12.8
95 |2596 5.6 117 5 00 17
96 {270.3 58 107 4 00 107
97 2801 60 98 3 00 9.8
98 2890 62 89 2 00 89
99 {2971 64 81 1 00 81
100 [304 5 66 74 0 00 7.4

Age |Total Carbon [TCERs |Lfeume JASC |4l ERUs
/ carbon  [tonne of TCER JCERs
year |tons/ha  [Jyear

CERs (Ef|

=46 4)
1 28 01 28 24 28 28
2 80 02 52 28 52 52
3 140 03 6 0 22 60 60
4 [220  [os _ J8o 21 I G
5 320 07 100 20 100 J100
6 440 09 120 19 120 (120
7 607 13 167 18 167 167
8 836 18 229 17 229 f229
9 107 4 23 23 8 16 238 f238
10 1313 28 239 15 239 J239
11 11546 33 233 14 233 J233
12 |1327 29 -218 13 00 -218
13 j1440 31 113 ‘2 00 113
14 [1596 34 156 1 00 156
15 {1894 41 298 10 00 298
16 }206 6 4 5 172 9 00 172
17 [2213 48 148 8 00 148
18 [2351 51 137 7 XY 137
19 {2479 53 128 6 00 128
20 12596 56 117 5 00 117
21 |2703 58 107 4 00 107
22 [2801 60 98 3 00 98
23 {2890 62 89 2 00 89
24 12971 64 81 1 00 81
25 (304 5 66 74 [ 00 74
% |28 Jo1 28 24 00 [-3016
27 |80 02 52 23 00 52
28 {140 03 60 22 00 60
29 (220 05 80 21 00 80
30 |320 07 100 20 00 100
31 440 09 120 19 00 120
32 (607 13 167 18 00 167
33 836 18 229 17 00 229
34 {1074 23 23 8 16 00 238
35 1313 28 239 15 00 239
36 1546 33 233 14 00 233
37 1327 29 -21.8 13 00 -218
38 1440 31 113 12 00 113
39 {1596 34 156 11 00 156
40 [1894 41 298 10 00 298
41 2066 45 172 9 00 17.2
42 12213 48 148 8 00 148
43 12351 51 137 7 00 137
44 12479 53 128 6 00 128
45 12596 56 17 5 00 17
46 {2703 58 107 4 00 107
47 12801 60 38 3 00 98
48 (2890 62 8.9 2 00 89
49 (2971 6.4 81 1 00 8.1
50 {3045 6.6 74 0 00 74
51 {28 01 28 24 00 -301 6
52 |80 02 52 23 0.0 52
53 |140 03 60 22 00 60
54 {220 0§ 80 21 00 8.0
55 (320 07 100 20 00 10.0
56 [44 0 08 120 19 0.0 120
57 607 13 16.7 18 00 167
58 836 18 229 17 00 229
I5s fiore 23 238 [16 00 |238
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The carbon tonne year method rewards the project with very small amounts of carbon, increasing as
the trees mature and then falling to almost zero again when they are cut.

The TCER method rewards credits in line with stock changes, but each year the TCERs have a
shorter lifetime until those issued at age 25 are valid for less than 1 year. The number of TCERs
issued is exactly the same as JI ERUs. The JI ERUs are emitted when the trees are felled and are
shown as a negative. The Average carbon storage capacity method awards credits during part of the
first rotation only.

EXAMPLE ENDS

Social and environmental effects

Social and environmental effects are relevant to CDM projects because the Framework Convention on
Climate Change was established to stabilise atmospheric levels of GHGs in order to promote
sustainable development. Consequently, CDM projects are expected to contribute towards sustainable
development objectives of the host country. Annex 1 countries are required specifically address
sustainable forest management through the implementation of policies and measures, rather than on a
project by project basis (Article 1 (a) (ii) of the Kyoto Protocol)’.

LULUCF projects have a great potential to impact upon social and environmental conditions because
they often affect large areas of land and the people who live in and around those lands. Consequently,
such projects should recognise and address any negative impacts that they cause.

There is a widely held perception that large-scale forestry projects generally have a poor record of
recognising and addressing negative impacts. Whilst this perception 1s justified in some cases, the
forestry industry has come a long way since the large-scale industrial plantations of the 1960s, 70s
and 80s. Much of the recent progress is due to forest management mitiatives spearheaded by the
Forest Stewardship Council and more recently recognised in the Pan-European Forest Certification
Scheme. These initiatives have successfully linked greater market access with improved resource
management. Whilst the objectives of forest management certification are quite different from those of
CDM projects, there is no doubt that some of the techniques employed in certified forest management
can be transferred to LULUCF CDM projects so as to ensure that negative environmental and social
impacts can be addressed.

However, this does not mean that Forest Management Certification should become a condition of
CDM project registration. The establishment and management of forests that do not meet the
requirements of third party Forest Management Certification programmes can nevertheless contribute
to a Party's sustainable development.

CDM projects that fail to recognise and address negative impacts should not be considered as eligible
CDM projects. Developers may choose to use existing Forest Management Certification programmes
to demonstrate their contribution to sustainable development, or they can demonstrate that they meet
the host country’'s own criteria. If they choose an existing programme, the host country must
acknowledge that this programme meets its sustainable development criteria.

To ensure a high level of environmental and social integrity, projects implemented under the
Adaptation Fund could be required to achieve Forest Management Certification under a defined
scheme that requires independent third party certification.

' Annex 1 Parties are at liberty to establish and implement national forest management certification schemes and
to require that JI host countries comply with such schemes. Similarly, Annex 1 Parties are at liberty to determine
which forest management certification schemes contribute to Sustainable Forest Management. These are
sovereign issues that have no direct bearing on accounting frameworks defined under Articles 3.3 and 3.4 and
Joint Implementation under Article 6.
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EXAMPLE

Addressing negative environmental impacts

Large-scale plantation projects often rely on fast growing exotic species to produce higher quality raw
materials at a greater rate than indigenous species. Whether intentionally or unintentionally,
concentration on one or several species inevitably results in a reduction in genetic, species and
ecosystem diversity. This has negative impacts upon the biodiversity, firstly by removing existing flora
to make way for planting and secondly by reducing the range of habitats for remaining flora and fauna.
New habitats are created in the process but these are frequently of less value from a biodiversity point
of view.

In theory, reducing diversity is designed to yield a homogenous crop, which is easier to manage,
harvest and market. In practice it increases the risks of fire damage, insect and fungal attack and
increases susceptibility to extreme weather conditions. It tends to ignore natural variation in the
landscape leading to the planting of the same species in dry and wet areas, on deep and shallow
soils, on flat land and sloping land.

Good forest management recognises the importance of maximising biodiversity and encourages the
use of different species and provenances, age class diversity, retention of existing vegetation,
rehabilitation of degraded vegetation, and avoiding planting commercial species on marginal sites. For
example, limiting the size of the forest compartment or management unit is a simple means of
ensuring that diversity is introduced into even the most aggressive plantation programme. Long-term
carbon storage potential will also benefit from most of these activities.

EXAMPLE ENDS

Leakage

Leakage arises when the project results in unforeseen emissions outside the project boundaries.
Leakage is a complex issue that can reduce project benefits significantly.

Leakage has been categorised into various types, the most useful of which are:

activity-shifting and market-based leakage. Life-cycle effects constitute another form of leakage where
products influence upstream or downstream emissions. Life-cycle effects may be generally positive in
the LULUCF sector and are not discussed further in this paper.

Activity shifting tends to arise around the boundaries of the project and is related to the socio-
economic conditions of the surrounding population. For example, local people may be using land for
agricuitural and grazing purposes. If this land is then reforested or afforested, the local people may be
forced to move to other areas where they will clear forest resulting in emissions that would not have
arisen if the project were not implemented.

As long as it is undertaken at the project design phase, identifying and managing this kind of leakage
is relatively straightforward.

Market-based leakage, on the other hand, is much more complex. Consider a plantation project that
expects to derive revenues from carbon credits. The additional revenue stream makes this an
attractive project and it proceeds. As a result, predicted supply of wood in the region increases,
predicted prices decrease and as a result, investment in a second plantation is now considered
marginal. Without the CDM supported project, the second plantation might have gone ahead. It could
also be argued that by increasing the supply of raw material and decreasing the price, the value of
natural forest is decreased, leading to an increase in the conversion of forest to other land uses.
Compared to activity-shifting, market-based leakage is a much more complex issue and can have
much greater consequences for the project.

National inventories in Annex | countries also suffer from market-based leakage across international
boundaries. Other types of JI and CDM projects, not just LULUCF projects, also impact upon markets
and influence supply and demand.

Methods of addressing market-based leakage / negativity include:
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+ Development of econometric supply and demand models that would enable the impact of the
project to be estimated

* Assigning a leakage deduction to all projects
Ignoring market-based leakage and accepting that a component of the additional benefits are not
real.

The issue of market-based leakage is one reason why at least some forest conservation projects
should not be considered as eligible CDM projects. Deforestation is often closely linked to the demand
for wood products, on local, regional or international markets. In these circumstances, halting
deforestation will lead to an unfulfiled demand for raw materials that will encourage further
deforestation in other areas. If all the other areas of natural forest have already been allocated for
harvesting, then the issue becomes one of timing, in which case credits might be delayed until the
other resources have been exploited. If new areas of land become economically viable or are released
from protected status, then there is no benefit from the project. For the same reasons, capping an oil
well would not be rewarded with credits equal to amount of oil that the well would have produced. The
market-based leakage would only disappear when these resources were the last harvestable
resources left on the planet.

The only means of addressing the unfulfilled need for the raw material is to invest further down the
supply chain: in “sustainable” forest management projects in the natural forest or in new plantations; in
projects that lead to the substitution of non-renewable resources with renewables; in energy efficiency
projects. These are the projects that could generate additional carbon credits that are less affected by
market-based leakage.

Additionality

Additionality is categorised as environmental, programme and financial additionality. Investment
additionality is not considered in this discussion because it is not possible to assess investment
additionality in a consistent manner and therefore it is not an appropriate criterion on which to judge
eligibility. Investment additionality could be used to support a claim of programme additionality.

Environmental additionality is simply the difference between the baseline and with-project
scenarios. In any of the accounting regimes described above, the difference can be easily calculated
once the baseline has been defined. Defining the baseline can be difficult in some situations and
where solid evidence is not available. All assumptions must be stated clearly and fully justified.

Programme additionality requires that there is some reason why the project would not take place
without the Kyoto Protocol. Many projects are financially viable but are not implemented for any
number of reasons ~ capital may not be available; risks may be too high; infrastructure may be
inadequate; legal or technological barriers may exist etc. These issues may be identified in the
baseline as reasons why the project is not going ahead. By overcoming these barriers, the project is
demonstrating programme additionality. inadequate financial returns in view of risks could be viewed
as a barrier to project implementation and the injection of carbon revenues into the project could
overcome this barrier — in other words, investment additionality.

Financial additionality is simply the use of additional funds, additional to existing Official
Development Assistance funds.

LULUCF projects are just as capable of demonstrating all three kinds of additionality as any other kind
of project. The main difference between a LULUCF project and, for example, an energy project, is that
the data used to estimate the baseline and with-project scenarios have different characteristics
pertaining to quality, availability and quantity of data. The issues of risk and uncertainty are addressed
in the next section.
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Uncertainty and risk

Risk was not highlighted in the issues identified by the Chairman. Risk is an important issue and it
should be clearly distinguished from uncertainty.

Uncertainty relates to statistical uncertainty around parameters that are used to estimate carbon
flows within sinks projects. For example, inventories of commercia! volume in forests and plantations
are often carried out to specified levels of confidence. Statistically designed sampling programmes
minimise uncertainty and give the highest level of confidence for a specified cost. Confidence limits
around estimates of carbon content can be used to verify and certify carbon at different levels of
certainty. By specifying a required level of confidence, the Parties could ensure that forestry projects
deliver carbon benefits that are at least as certain as those from other types of projects. (Projects in all
the other sectors wiil also use statistical principles to estimate key parameters and they will have
associated levels of uncertainty attached — so this problem is not unique to forests). Where statistically
valid estimates are not available, projects can be penalised by the use of deliberately conservative
parameters and default values. This in turn creates an incentive for projects to improve the quality of
information that they use to determine carbon benefits.

Risk can be divided into qualitative and quantitative risk.

Qualitative risk relates to issues such as political instability, infrastructural support etc. Qualitative risk
can be addressed, to some degree, by specifying conditions that the projects must fulfil. Nevertheless,
some events may be beyond the control of the project developers. Whilst such risks are not unique to
forestry projects, the problem is that awarding credits based on the expected life of the project (as
proposed under both the TCER and ACSC accounting modalities) exposes the environment to the risk
of the project failing due to events that are beyond the control of the developers. Emission reduction
projects do not face these risks because credits are awarded only on the basis of verified emission
avoidance in the previous year.

Quantitative risks include threats such as fire, drought, insect and pest attack. These may be
addressed by a conventional risk assessment approach and may be mitigated partially or completely
by the development and implementation of risk management procedures and systems (e.g. a fire
readiness programme) and conventional insurance.

Scale

Scale refers to the ability of LULUCF projects to create (i) large amounts of (i) very cheap CERs
which have the potential to discourage other forms of emission reduction and sequestration activities.
With the exclusion of conservation projects, as proposed by the President of COP 6, the issue of scale
is greatly diminished.

Conservation projects can create “carbon offsets” very cheaply. By purchasing the rights to harvest a
forest concession and then not harvesting it, millions of tonnes of CO, emissions could be avoided for
a small cost, delivering “carbon offsets” at a fraction of a dollar each. Such projects are no longer
being proposed under the CDM. Generating CERs from afforestation or reforestation projects is a
different matter.

i) The issue of volume of credits is dealt with through the accounting framework:

e Each of the accounting modalities described above takes into account the release of the carbon if
and when harvesting occurs. This immediately reduces the number of credits that a project can
generate to a proportion of the maximum amount of carbon sequestered during the project life. For
example, if above and below ground biomass is the only pool that is counted, the credits are
limited to approximately half to two thirds of the maximum carbon stock. If other pools (such as
soil carbon) are included, this value will increase.

e The timing of the award of credits is such that they will have the little impact on individual
commitment periods. Afforestation and reforestation CDM projects will yield credits over all or part
of the project life, depending on the accounting modality adopted. Under the Average Carbon
Storage Capacity approach (which is the most favourable to projects), credits for a single planting
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activity are awarded over time frames in the region of 10 to 40 years, with the result that the total
amount of credits (aiready limited under the point above) are distributed over several commitment
periods.

¢ Once land has been committed to a CDM project, that land will no longer be able to be used for
another project. This is in contrast to a biomass project, for example, where the same piece of
land can be used to substitute for fossil fuel consumption again and again. Whilst credit from an
afforestation or reforestation project is limited to a proportion of cumulative increment, a biomass
project substituting for fossil fuel can generate credits equal to the full cumulative increment over
many years.

The expected volume of credits arising from sinks projects in the first commitment period has been

over-inflated for three reasons.

s early crediting under the CDM allows credits to be banked from 2000 onwards, which means that
changes in carbon stocks over 12 years are concentrated into the first commitment period

o estimates of credits have not taken into account the initial slow growth rates of trees in
afforestation and reforestation projects. Growth rates are often quoted in terms of mean annual
increments (MAI - total increment divided by age); credits are awarded on the basis of current
annual increment (CAl). CAl is less than MAI during the early part of a plantation’s life.

+ Conservation / deforestation projects yield very large number of credits at the start of the project,
decreasing over the life of the project. By excluding these kind of projects from the CDM, the
number of available CERs is greatly reduced and the average cost, substantially increased.

These points explain why the issue of volume of credits arising from forestry based CDM projects is
not significant.

i) The price of CERs from afforestation and reforestation projects is not an issue. Many CDM projects
are financially beneficial as marginal cost abatement curves show. The appropriate test is one of
additionality. If a project is additional then it must be allowed to generate CERs.

If scale of credits arising from afforestation and reforestation projects is an issue for the first and
subsequent commitment periods then it should be dealt with through boundary conditions and other
political decisions, as proposed by the President of COP 6.

PART II: Experience relevant to the special concerns

SGS has addressed most of the special concerns in the validation and verification / certification of
projects that it has undertaken to date.

Accounting methodology

SGS has adopted the average storage capacity accounting methodology. Whilst applying it to nine
LULUCF projects, solutions to some of the technical problems have been developed as foliows.

A time horizon of 100 years was selected for the calculation of average storage capacity for two
reasons. Firstly, Decision 2/CP.3 reaffirms the use of a 100-year time frame for the calculation of the
Global Warming Potentials. Whilst this is not necessarily a scientifically derived horizon, the Parties
have reached consensus on it. Secondly, a time horizon of 100 years reflects a commitment by project
developers to sustainable development. In most tropical countries and most Non-Annex | countries,
100 years will require projects to manage multiple rotations and this wiil require consideration of
sustainable land use practices. Social benefits such as employment and infrastructure developments
are more likely to be long term under this requirement. it is feasible that shorter projects can be
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accepted. The consequence is that they will receive fewer credits because the average storage
capacity will be calculated on the basis of carbon stocks over the project life of, say 60 years, divided
by the defined time horizon of 100 years.

Setting a timeframe of 100 years could be seen as tying land resources up for the foreseeable future.
As described above, it is not necessary to make such a long term commitment, although the carbon
credits will be reduced if a shorter time horizon is selected. indeed, such commitments are already
common in afforestation and reforestation projects. Project developers are unlikely to invest in
physical infrastructural development such as roads, nurseries and sawmills for the benefit of one
rotation only. Many countries where forestry industries have become established are already entering
second and subsequent rotations as their industries become economically sustainable. Forest
management certification initiatives require secure long term tenure and are encouraging broader
based “sustainability” which encompasses environmental and social performance criteria.

The main risk is that once credits have been awarded over, say the first 40 years of the project, and
these have been sold, the project developer pulls out and does not replant the second or subsequent
rotations. Such an event could arise for many reasons including: poorer than expected growth of trees,
changing climatic conditions, fire damage which destroys the investment without sufficient salvage
value to cover the costs of replanting and profiteering by the investors. Some of these eventualities
can be covered by insurance mechanisms, risk buffers, legal instruments such as bonds or trust funds
etc. However, in some circumstances the global community will have to accept that issued CERs did
not, in fact, provide real long term benefits. There is little difference between this risk and risks
associated with the crediting of emission reduction projects based on predicted baselines,
measurements, sampling programmes and associated assumptions. Here too, there is a likelihood
that some emission reductions will be awarded that did not arise.

Social and environmental effects are addressed through the application of appropriate forest
management criteria. The emphasis is on the identification and mitigation of negative environmental
and social impacts. Award of a positive Validation statement and an SGS Certificate of Project Design
does not constitute Forest Management Certification, but there is considerable overlap between the
two processes. For example, stakeholder consultation is a key tool in the identification of negative
impacts, although the process used to date is not as formalised as the FSC stakeholder consuitation
process.

SGS uses its own Eligibility Criteria to ensure that projects have acceptable social and environmental
performance. Audit protocols, in the form of checklists, are reviewed for application in different
countries to take into account the host country's sustainable development criteria. The host country’s
sustainable development criteria include environmental and social policies and programmes,
regulations (such as the need for environmental impact assessment) and local forest management
standards if available.

Several projects are also seeking FSC certification to provide additional credibility to their activities.
Under the current situation where FSC Forest Management Certification does not address carbon
crediting, the decision to seek both types of approval has significant cost implications for the projectz.
For afforestation and reforestation projects, there is usually no marketable product for at least 15 to 20
years and therefore the added cost of Forest Management Certification is unlikely to be recovered
through market access. A typical forest management certificate is valid for 5 years, subject to regular
surveillance visits. The forest management assessment team may have visited the site as many as 10
to 15 times and re-assessed the project 2 or 3 times before a single piece of certified wood enters a
chain of custody. Forest Management Certification may improve investors’ confidence in the project
and provide investors with re-assurance that they are not buying into projects that the international

? The assessments must be lead by different team leaders although local specialists can be shared between the
two teams. Two separate reports are required and each must follow its own peer review and approval process.
Costs associated with the development and implementation of management systems and accreditation are
duplicated as the two assessment processes are run from separate offices.
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community will reject, however, this is a high price to pay to demonstrate that a CDM project
contributes to a host country's sustainable development.

In summary, a project’s contribution to a host country's sustainable development can be assessed by
using Eligibility Criteria that require assessors to review social and environmental impacts. Projects
that create negative impacts must mitigate these impacts if they wish to be registered as eligible COM
projects.

Leakage must be identified and addressed by the project and where this has been done, credits are
reduced accordingly. Projects that fail to address leakage will receive Major Corrective Action requests
and will not receive a positive validation statement until the issues have been addressed. Where
market based leakage is an issue and no data is available to estimate the impacts, SGS deducts a
proportion of the credits.

Conservation projects in particular are considered to suffer from very high levels of market-based
leakage — perhaps to such an extent that all of the additionality is undermined. These projects may not
be considered to be Kyoto complaint and are unlikely to deliver credits that will be traded under the
CDM. However, they may still have value to companies and projects that wish to “offset” emissions
from specific activities. in these cases, the very obvious link between emissions in one location being
offset by halted emissions in another location may be exploited for public relation benefits.

Additionality tests are limited to environmental, programme and financial additionality. Investment
additionality is not considered explicitly, but it can be used as a means of demonstrating programme
additionality.

Experience has shown that environmental additionality is relatively easy to demonstrate. Projects
typically construct spreadsheet models that predict the fate of existing carbon pools in the baseline
scenario and new carbon pools in the with-project scenario. Such models greatly facilitate the analysis
of risk and uncertainty.

Programme additionality is commonly demonstrated by the lack of any similar activities in vicinity of
the project. For example, no other company or project is undertaking large-scale planting in Mufindi,
Tanzania. Conversely, business as usual projects have failed their assessments because they are
surrounded by other companies undertaking exactly the same activities. A conventional plantation
company might be able to claim pregramme additionality for sustainable forest management activities
such as replanting / re-establishment of native vegetation where these practices are not currently
implemented. However, Forest Management Certification is becoming more and more common and
will soon be a part of the baseline in some countries.

Financial additionality is simply proven by demonstrating that the project is not receiving Official
Development Assistance for its carbon sequestering activities.

Risk and uncertainty are assessed for each project. Qualitative risks are addressed by raising
corrective action requests. Quantitative risks and uncertainty result in the definition of a buffer of
credits that are with-held from certification. If risk events arise, credits are released from the buffer to
compensate for the losses. if the events do not materialise, credits may be periodically released from
the buffer. The buffer is like a self-insurance policy that is regulated by an independent party, adding
credibility to the GHG Credits (CERs) that the project delivers and at the same time, reducing the
certifier’s liability.

Experience has shown that the extent of the buffer varies between as much as 60% in case of the
Tanzanian project (where there was a high risk of fire and insect attack) and 12% in The Netherlands
where risk events are much less likely and the main issue surrounds uncertainty in estimated growth
rates of native species.

Scale: SGS has assessed five LULUCF CDM projects of which four have involved afforestation or
reforestation activities. Two projects (Kilombero Forests Ltd. and Face Ecuador) have been certified
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as complying with SGS Eligibility Criteria and two are in the late stages of the assessment process
(Face Kibale and Face Mt Eigon). An important part of the certification service that SGS offers is the
preparation of a Schedule of Projected Emission Reduction Units (SPERU). This schedule (which is
not a certificate nor a guarantee) indicates how many credits the assessors think the project will
deliver once risk and uncertainties have been taken into account. Part of the schedules for the four
afforestation / reforestation projects certified / soon to be certified are reproduced below. The total
column shows that whilst the numbers may be significant to individual project developers, they are
unlikely to have impacts upon the global commitments during the forthcoming and subsequent
commitment periods:

Table 2: Projects Emission Reduction Units arising from activities implemented by “certified” projects
(‘000 tonnes CO,).

Year |Kilombero {Face Face |Face Mt|Total Year |Kilombero |Face Face |[Face Mt{Total

Forests |Ecuador |Kibale |Elgon* Forests |Ecuador |Kibale |[Elgon*

Ltd. * Ltd. *
1995 1.8 0.0 1.1 29 2017 283 617 90.0
1996 75 15 4.8 13.9 2018 27.4 159.9 87.3
1997 20.8 37 10.9 34.6 2019 26.5 |58.1 846
1998 41.2 5.6 20.5 49.7 2020 25.7 156.4 82.1
1999 |0.6 65.4 7.9 30.5 122.7 2021 249 1548 79.7
2000 |15.1 94.9 109 J42.0 162.9 2022 242 |532 774
2001 {17.1 1223 14.8 |50.9 205.1 2023 234 517 752
2002 [18.2 136.0 19.5 |58.9 232.6 2024 22.8 |50.3 73.0
2003 |45.9 1437 |239 |[66.2 279.7 2025 22.1 |48.9 71.0
2004 (48.3 147.8 285 |72.8 297.4 2026 215 476 69.0
2005 |45.7 103.5 339 |78.2 261.3 2027 208 ]46.3 67.1
2006 (479 83.6 36.7 818 2501 2028 20.2 451 65.3
2007 |48.4 719 37.8 |83.5 241.7 2029 19.7 1439 63.6
2008 [45.6 384 (829 166.8 2030 19.1 1427 61.9
2009 |0 38.0 (81.0 94.9 2031 18.6 |41.6 60.2
2010 |0 36.3 779 108.6 2032 18.1 |40.6 58.7
2011 117 348 |75.1 151.2 2033 17.6 {395 571
2012 335 |725 106.0 2034 171 |16.3 334
2013 324 |70.1 102.5 2035 0.5 [0.0 0.5
2014 313 |67.9 99.1 2036 0.0 0.0 0.0
2015 30.2 165.7 95.9 Total 4429.8
2016 29.2 |63.7 92.9 * Provisional figures awaiting peer review

Assuming that these projects are accepted as eligibie CDM projects, they will generate approximately
4.4 million CERs over the next 6 commitment periods (assuming commitment periods are five years in
length and run concurrently). 2.5 million of these will be awarded during the first commitment period
because of the provision to allow banking from 2000 onwards. In subsequent commitment periods,
these projects will contribute less than 0.5 million CERs.

SGS's experience shows that by applying appropriate accounting methodologies and additionality
tests, combined with the boundary conditions proposed for the first commitment period, scale
becomes a non-issue for CDOM LULUCF projects.
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Project References

SGS has assessed 9 LULUCF projects to date and has completed and issued Validation Statements /
Certificates of Project Design to five: Costa Rican Protected Areas Project; Kilombero Forests Ltd,
Tanzania; Face Foundation Netherlands; Rio Condor Forest Carbon Sequestration Project, Chile;
Face Ecuador. Face Netherlands, Face Ecuador and Kilombero Forests Ltd. have been awarded with
ex-post verified GHG Credits. Two more Face projects in Uganda are in the late stages of report
preparation. Two projects have MAJOR Corrective Action requests outstanding and therefore did not
fulfil the SGS Eligibility Criteria.

Executive Summaries of all validated projects are publicly available by contacting
climatechange@sgs com, gphillips@sgs.com or irma_ lubrecht@sgs.com, visiting www.sgs.nl or
writing to SGS Agrocontrol, Malledijk 18, PO Box 200, 3200 AE Spijkenisse, The Netherlands. A
description of the service (GHG Validation and Verification Service) and the SGS Eligibility Criteria are
also available from these contacts.

About the authors

Gareth Phillips, Edwin Aalders and Irma Lubrecht make up the core of the SGS Centre of Technical
Competence for the Climate Change. Based in the Netherlands and UK, they provide technical input
to the Group's Climate Change Programme, with the assistance of staff in Latin America, East and
West Africa and Australasia. To compliment a wide range of trained assessors, SGS has formed
strategic alliances with leading international consultancy firms AEA Technology and ICF Consulting
who can provide top level expertise in a variety of climate change sectors.

About SGS

SGS is the world’s largest verification, testing and certification organisation. Founded in 1878, SGS is
recognised as the global benchmark for the highest standards of expertise, quality and integrity. With
more than 30,000 employees, SGS operates a network of over 850 offices and subsidiaries and 330
laboratories in 140 countries. The SGS Group is a leading force in verification and monitoring services
for international trade in agricultural, mineral, petroleum and consumer products, together with
certification and other services to governments and international institutions (Global Trade Solutions).
As a professional, independent and reliable partner, SGS is committed to the delivery of enhanced
value for shareholders, clients, emplioyees and the public at large.

SGS runs a Climate Change Programme that offers a range of services designed to bring
transparency and credibility to climate change mitigation efforts. SGS Globai Trade Solutions {GTS)
supports a Technical Competence Centre based in The Netherlands. To date, SGS has validated five
sinks-based projects against the SGS Eligibility Criteria and issued GHG Credits to three of those
projects. SGS has aiso validated biomass energy projects for the ERU-PT programme run by the
Dutch Government; applied for accreditation to offer services to members of the UK Emissions
Trading Scheme; is an active member of both IETA and WBCSD; is a member of cdm-
marketplace.com and CO2E.com; and, finally, has formed several key strategic alliances to broaden
the range of services which we have to offer. For more information, visit our website at
www sgsclimatechange.com or email SGS on climatechange@sgs.com.
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About IETA

IETA is a non-profit organization consisting of a coalition combining a wide range of private sector
interests from across the globe, and dedicated to ensuring that the objectives of the UN Convention on
CC and ultimately climate protection are met through the establishment of effective systems for market
based approaches. IETA provides a platform for the promotion of new ideas and solutions to problems
encountered in the operationalisation of the flexibility mechanisms. To date, IETA has organised a
range of events and working groups to tackle issues such as Accreditation of Operational Entities; has
initiated in the UK the development of a Statement of Recommended Practice in relation to disclosure
of GHG emissions; is examining conditions for the harmonization of national trading schemes; is
working towards the establishment of a voluntary database to record trades in GHG emission
reduction units; integration of non-Annex 1 market with emerging national trading schemes.

IETA members seek the development of an emissions trading regime that combines economic
efficiency with environmental integrity and societal equity. |ETA's main activities focus on the
development of the elements of the framework for GHG, promotion of market mechanisms and active
participation in helping to start the GHG market. For Additional information please contact Andrei
Marcu, Executive Director, +41 22 839 3154 or marcu@ieta.org.

NMARKET SOLUTIONS JRie

A2

20 Egfinton Ave. W. Sutte 1305 Tet (416) 487-8581 4, Chemin des Conches CH-1231  Tet (41 22) 839-3154
P0.8ox 2017 Fax(416) 4312625 Conches-Geneva Switzerland bax (41 22) 8393181
Toronto, Canada M4R 1K8
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COPing with Climate Change

- Challenges ahd Opportunities -
16 ~27 July, 2001 - Bonhn

Welcome address

by the

Lady Mayor of the City of Bonn
Barbel Dieckmann

Dear guests, dear partiCipants,

I would like to welcome you in Bonn. Qur city has the honour to host the second part
of the sixth session of the Conference of the Parties to the United Nations Framework
Convention on Climate Change (UNFCCC).

The City of Bonn takes very seriously the efforts to combat climate change. Bonn is
one among 1005 municipalities committed to the protection of the earth’s diimate by
adhering to the Climate Alliance of European Cities with the indigenous peoples of the
rainforest, one of the biggest European networks. One of the main targets of the
Alliance is to halve the CO, emission up to the year 2010. This was the background
for the kick-off of a climate campaign in Bonn in 1995 which includes the promotion
of the reinforced use of renewable energy types by Bonn's municipal energy supply,
the intensification of information campaigns, the offer of advice service close to the
citizens, the construction of heating networks close to the user, the promotion of
thermographic diagnosis of buildings as well as a pilot project of four schools in Bonn
called the “fifty-fifty-programme” where the schools are rewarded with 50% of their
energy and water costs savings. Meanwhile, roughly one third of Bonn’s schools
partake in this campaign.

Bonn is not only the nodal point of the network of the German Federal Republic
international and development cooperation and a seat to United Nations secretariats.
Bonn is as well a city of research and telecommunication and last but not least - as
Beethoven’s birthplace - a city with sound cuitural traditions. In this booklet you will
find some cultural events taking place during your stay which might be interesting for
you.

This guide has been compiled to assist you in getting oriented. It contains
information about the city, about venues in Bonn and some practical advice. Though
your conference agenda will be difficult to manage, I want to invite you warmly to
find some time to get to know our lovely city on the banks of the Rhine.

I wish you a successful conference and an enjoyable stay here in Bonn.

3. Bieckusatn

Barbel Dieckmann
( Lady Mayor of the City of Bonn )
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Bundesministerium Welcome address

v by the
fur Umwelt, Natu rsch utz F:deral Environment Minister

und Reaktorsicherheit Jiirgen Trittin

Aot S S

Ladies and Gentiemen, PartiCipants ahd Guests,

I would like to extend a warm welcome to Bonn for the 6™ Conference of the Parties to
the Framework Convention on Climate Change. You have come here from all over the
world to continue the international negotiations for the protection of the world's climate.
We all bear the great responsibility of dealing with what is probably the greatest
environmental challenge facing mankind. To do this we must make decisions that
advance the cause of climate protection.

The latest IPCC assessment report has again dramatically highlighted the serious impact
which the man-made greenhouse effect has on the world's climate. If developments in
global greenhouse gas emissions continue unchanged, we must expect the rise in sea
level to lead to the flooding of entire island states and low-lying areas of mainland; we
must also expect extreme weather conditions such as hurricanes and drought to become
more frequent, food production and biological diversity to decline in many regions, and
tropical diseases to spread to regions previously unaffected by them. It is therefore vital
that the international community quickly succeeds in reducing greenhouse gas emissions
throughout the world and in achieving sustainable development.

The Kyoto Protocol of December 1997 created an important basis for effective
international climate protection, representing the first time that industrialised countries
announced that they were prepared to reduce their greenhouse gas emissions gradually,
within the framework of binding reduction targets. Along with the major part of the
international community, the German government remains convinced that there is no
sensible, politically justifiable alternative to the reduction targets agreed in the Kyoto
Protocol. Our joint obligation here in Bonn is to develop the Protocol by adopting
effective rules which will create the conditions necessary to ensure that, by 2002, the
Protocol is ratified, enters into force under international law and is swiftly implemented.
In view of the already visible and growing threat of danger, the international community
cannot afford to further postpone the introduction of an effective climate protection
policy. The peoples of this world and the generations to come rightly expect us to prove
our capacity to act. Not only is this imperative from an ecological viewpoint, it also
makes economic sense, as we are thus providing incentive to modernise our industries,
and to create innovative and sustainable employment. I call on all the Parties to work
constructively towards the success of this Conference.

With this in mind, I would like to wish you a productive stay here in Bonn.

Jirgen Trittin
Federal Environment Minister



UNFCCC COPeé(part2)
Conference of the Parties of the {Jnited Nations
Framework Convention on Climate Change
16-27 July, 2001 - Ronn

Welcome address

by the

Executive Secretary of the Y
United Nations Framework

Convention on Climate Change
Michael Zammit Cutajar d

Dear partiCipants,
Welcome to Bonn, the home city of the Climate Change Convention.

1t is only a short time since we last met in The Hague for the sixth session of the
Conference of the Parties. We all went there with strong hopes for a successful
conclusion to the negotiations on the implementation of the Kyoto Protocol and the
reinforcement of the Convention. Unfortunately, differences between negotiating
positions proved too difficult to resolve and the much desired success eluded the
Conference.

Here in Bonn, the resumed sixth session gives the Parties a second opportunity to
find a way forward. Though they meet in a turbulent political environment, they are
kept together by the unifying framework of the Convention. There are indeed
differences between delegations on the issues under negotiation, but there is a global
consensus on the significance of the threats posed by human-induced climate
change. To move forward, Governments must commit to the next steps towards the
emission limitations that are needed to ensure climatic stability by the end of this
century

The City of Bonn has kindly compiled this guide to help you settle in here during your
stay. It contains information on a special programme offered by the city to
participants in the Conference and gives useful information about the city, including a
wide range of cultural events.

Bonn is a friendly and comfortable city, nourished by long traditions of cultural,
intellectual and political accomplishments. It will provided a calm setting for your
work and I do hope that you will find some time in your busy conference schedules
to enjoy it and its green surroundings.

I wish you a very pleasant stay and every success in our common endeavour.

2

Michael Zammit Cutajar

Executive Secretary
United Nations Framework Convention on Climate Change
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Protecting the Climate Ct

Secur’ng the 'Future Center for international Cooperati

~People are hoping for a positive
signal from the international climate
negotiations.™

onn takes over the Baton

This was the message the final runner of the relay run initiated by the Climate
Alliance of the Cities (Alianza del Clima) brought to the conference venue of part 2 of
the Sixth Conference of the Parties on June 29, 2001. Thirty Lord and Lady Mayors of
North-Rhine-Westphalian cities participating in the Climate Alliance have signed the
document which - enclosed in a wooden baton from ecological timber production -
has been handed over to the Secretariat of the UNFCCC in Bonn. On the first
conference day, on behalf of 1005 local authorities adhering to the Alianza def Clima,
the representatives of these cities will call upon the governments to make every
effort for the Bonn negotiations to be successful and to ratify the Kyoto Protocol.

They raise their voices in the name of millions of people all over the world who are
deeply concerned about the severe consequences of the global climate change. All of
them expect solutions and agreements resulting in an absolute reduction of CO,
emissions.

This brochure gives you some information about important events accompanying
COP6 (2), in the first place a joint evening event on the 17% of July, organised by the
City of Bonn and the Federal Minister for the Environment. Furthermore, it comments
on Bonn's efforts relating to sustainability and climate protection on the local level
and within networks.

In case you were looking for some relaxation after a straining day of negotiations, we
kindly invite you to consult our cultural events Bonnjournal. For Bonn has not only a
lot to offer as a conference venue. Some of these possibilities are to be found in this
booklet (pages 30-38).

Should any further problem arise, the Bonn Information Desk in the lobby of the
Maritim Hotel will be happy to assist you.

We wish your conference the best
results and ah agreeable stay in
Bonn.
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Conference of the Parties of the (Jnited Nations
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Venue and Services

Services available to NGO

There are offices, meeting rooms and one NGO press room available for non-
governmental organizations accredited by the UNFCCC secretariat. The offices are
equipped with PC work stations and printers. For the location of these facilities,
please see the brochure "Information for Participants” available at the conference
information desk.

Media Service

An international media centre is located in the Ministry of Education across the
street from the Maritim. The media centre offers various services, including a media
information desk and TV/radio/writing press facilities, to accredited members of the
press. For more details on the services available, please see the brochure
“Information for Participants”.

Bonh Information

Information on hotel reservations, local transportation, train and air travel, as well as
tourist information about Bonn and Germany is available at the Bonn information
desk near the main entrance of the Maritim.

Bank

Deutsche Bank, located in the foyer of the Maritim, provides banking services for
participants of the conference.

Access to the conference venue is restricted to registered participants of the
meetings. In order to help enforce the high security standards of the secretariat,
participants are expected to wear their badges as soon as they are issued. They must
be worn at all times and in all areas for the duration of the conference. Badges are
issued only on the basis of a letter of nomination from Parties, Observer States or
accredited Observer organizations. Lost badges must be reported to the registration
desk immediately.
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Bundesministerium The Climate Protection
fiir Umwelt, Naturschutz  programme of the

und Reaktorsicherheit German Goverhment

These days it is incontestable that human-induced
greenhouse gas emissions are leading to an evident,
continuous warming of the Earth's atmosphere. Just
recently, the latest IPPC assessment report dramatically
reconfirmed that the man-made greenhouse gas effect is
having a serious impact on the world's climate.

Climate Protection Programme

(www.bmu.de

‘fenglish)

he Goal: 25 % CO,Reduction until 200

Germany has long shared in the concern about the balance of the global climate. In
view of the threatening findings of climate research, Germany is convinced that a
clear reduction in greenhouse gas emissions must be achieved as quickly as possible.
For this reason, under the leadership of the Federal Ministry for the Environment,
Nature Conservation and Nuclear Safety, Germany already began to develop a
detailed climate protection programme at the beginning of the 1990s. The aim
of this national climate protection strategy is to reduce, by the year 2005, CO,
emissions by 25% compared to 1990 levels - exceeding the binding reduction
commitments in the Kyoto Protocol. In order to achieve this goal, the Climate
Protection Programme provides for over 150 separate measures for all those sectors
which contribute to global warming.

A number of measures from the Climate Protection Programme are already being
implemented. We should note in particular here the ecological tax reform, which
uses a gradual increase in energy prices to provide incentives in every sector for the
development and the market launch of new technologies, and for the rational,
economical use of energy; the Renewable Energy Sources Act, which promotes
the generation of electricity from renewable energy sources, a market launch
programme for renewable energy sources and the 100,000 Roofs
Programme, which supports investments in photovoltaics equipment.

In order to achieve the goal of a 25% reduction by the year 2005, the German
government has decided further important measures: considerable reductions in
emissions, amounting to 10 million tonnes CO,, are expected to be achieved from
accelerating the development of combined heat and power generation
(c.h.p.). The Energy Saving Ordinance will reduce the energy requirements of
new buildings by a further 30% compared to current standards. The "Climate
Protection Programme for Existing Buildings" will reduce energy consumption
in this sector and the German government will provide additional funding of 2 billion
DM up to 2005 for this. Another important measure focuses on the transport sector,
promoting in particular rail transport and fuei-efficient passenger vehicles.

Information on these and other measures of Germany's Climate Protection
Programme can be found in the Programme itself on the Federal Ministry for the
Environment, Nature Conservation and Nuclear Safety website under the
headings "current topics” — “climate change”.



