


















Kyoto obligations has policy risks if there is a large release of carbon during an
extreme event.

From a scientific point of view it is imperative that developments in this area continue,
but from a policy point of view the technology is unlikely to be mature enough to be
used in an economically feasible manner and to a required reliability level for
verification and monitoring in the 2013-2017 periods.

The questions it raises include;
« Can government policies protect carbon stocks in the face of climate change?
® Should governments take the risk of including these stocks in legally binding

commitments?
• Can a simple accounting approach estimate the large variability of carbon

fluxes on inter-annual timescales during a 5 year commitment period?
• Is a simple accounting approach sensitive to the vulnerability of terrestrial

carbon stocks to climatic variability and to human induced warming and
changes in extremes e.g. European heat wave in 2003 or increasing wildfires
and insect outbreaks in the Canadian boreal forests?

• Can land surface areas and ecosystems with very large differences in net
sources and sinks of greenhouse gases be derived for the purposes of an
emission reduction negotiation?

• Can such complexity be negotiated within an emission reduction obligation
framework such as Kyoto?

• Is it economically feasible?

3. Land based approach using convention reporting should be avoided
Land based approach using convention reporting should be avoided, as it assumes
that all of the LUCF inventories are reported by Annex I Parties. However, it is not at
all clear that the UNFCCC LUCF inventory reporting system captures the full
variability of carbon stock changes.

• Under circumstances where carbon stock changes become
consistently negative due to increased fire, drought and other effects
of warming, there may not be a period of recovery sufficient to
outweigh stock losses during successive commitment periods.

® This would likely destabilize the accounting and compliance system of
the Kyoto Protocol as Parties invoke "force majeure" in relation to
compliance with obligations containing a substantial amount of LUCF
carbon stock changes.

4. LUCF should not be allowed in the CDM
The inherent problems with sinks projects continue, with:

« lack of permanence of the sinks;
« leakage (i.e. the activity that caused LUCF emissions is moved

somewhere else);
• lack of additionally (i.e. deforestation continues elsewhere in the

country);
• measurement uncertainties; and
• negative impacts on biodiversity and local communities.

5. New rule to reforestation activities in the CDM should be overturned
A new ruling from the Executive Board, that demonstrable eligibility of reforestation
project will only require the additionally tool, has introduced a perverse incentive to
clear land.
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• Such a change will only benefit the plantations industry;
• Such projects can receive CDM funding even if the land on which the

tree planting is to take place has only recently lost its tree cover;
• This change creates perverse incentives for deforestation of

secondary forests;
• All definitions should remain for both Annex I and non-Annex I

countries; and
« The additionality tool is not the tool to demonstrate the eligibility of

land.
• The eligibility of reforestation activities should be reviewed by the

COP/MOP under the Article 9 review with a view to removing this
eligibility criteria and fixing the error from the C0P9 text.

6. Disallow rolling date for reforestation activities under the CDM
Rolling date for reforestation activities under the CDM should not be allowed, as it will
perpetuate an endless cycle of deforestation followed by reforestation, resulting in no
benefits to the climate or biodiversity.

• Will produce a short buffer period between the time when an area is
deforested and the time that it becomes eligible for reforestation
credits and will send a signal to landowners that deforestation will be
rewarded by the CDM.

• There is no shortage of land cleared before 1990, where community-
based forest restoration would provide both environmental and social
benefits.

• There should be no rolling or moving dates for reforestation activities.

7. Additional Activities under Article 3.4 should not be allowed,and new
activities should not be considered.

• Accounting for sinks under Article 3.4 would allow additional amounts of
fossil fuels to be added to the atmosphere, that would not have occurred
in the absence of credits for LULUC activities.

» The bulk of "additional sink" activities would happen anyway (business-as-
usual), thus increasing the net emissions to the atmosphere considerably.

» There cannot be any further activities introduced within this Article as
Parties are likely to choose activities that produce a sink rather than an
emission.

8. Accounting at project level under Article 3.4 should not be considered
» The architecture of the Kyoto Protocol, as a legally binding treaty,

addresses emissions from countries at the national level, not sub-national
or project level.

• Allowing countries to reduce emissions through project level accounting
deviates from this national approach, which is a fundamentally important
part of the emission control architecture of the protocol and of the climate
Convention. There should be no accounting at the project level for Annex
I countries.

« Accounting of additional LULUCF activities on a project basis rather than
having to account on all land in each land use classification (grazing land,
cropland etc) at the national level must not be considered.

9. Maintain caps on forest management
There is a general commitment Caps on Forest Management must be maintained to
ensure that the level of removals from the system would not overwhelm the
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reductions needed to take place in the first commitment period. They were also a
pragmatic means of accounting for direct human induced removals as opposed to all
removals due to direct and indirect effects of climate change and variability.

• Obligation on all Parties under the UNFCCC (Article 4.1 (c)) to protect
and conserve reservoirs of carbon.

» Sound forest and land use systems should be implemented by all
Parties to protect forests and provide incentives to reduce emissions
in forest activities.

The reasons caps were introduced continue to remain an issue in the second
commitment period.

10. Factoring Out should be addressed in the review
Factoring Out should be address in the review by ensuring that:

» Natural changes in emissions and removals from the effects of human
activities are not account;

« Activities that are accounted are additional and that credits obtained
are not due to dynamic effects of age structure of forest; and

» Phantom credits are not generated and that sinks are only accounted
where there is a real, physical stock increase beyond that induced by
non direct human induced components and natural variability.

11. Degradation should not be included in national accounting
Degradation should not be included in national accounting, as it would allow
countries with significant area of degraded lands to count large additional sinks by
offsetting continued deforestation with new afforestation and reforestation (AR)
projects on their degraded areas.

• The issue runs counter to the broader objectives of reduced
deforestation

» It is unclear whether it would produce a net reduction in overall
emissions to the atmosphere.

» Including forest degradation within Article 3.3 of the Kyoto Protocol
appear very interesting to consider, but definitional and legal issues
need to be resolve.

12. The present base year should not be changed for Annex I Parties.
The present base year should not be changed for Annex I Parties. Changes in the
base year or flexibility in electing a base year (or base period) for the LULUCF sector
to address issues such as the interannual variability in carbon fluxes and to capture
the inter-annual variability of the LULCUF sector would be problematic as the data for
this commitment period will only be available in 2014 (2 years after the end of the first
commitment period) and therefore this information will not be available when the
negotiations on the second commitment period take place.

® Parties should retain the base year to ensure emissions continue to be
reduced.

» There could be an unknown risk of large sinks credits coming into the
system, if Parties are allowed to pick and choose a base year that
suits them best.

13. No change to accounting periods for Annex 1 Parties
The present accounting period should not be changed for Annex 1 Parties, as
increasing it would fundamentally change the policy context of the Kyoto Protocol
and have impacts for other sectors. An extension beyond five years in each
commitment period would:
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e Weaken the political accountability for compliance with agreements as
the commitment period would extend beyond the normal political cycle
of most Governments in the Annex I group;

» Weaken and damage the ability to improve emission reduction
pathways incrementally over time as the science and political context
determines; and.

« Would not necessarily resolve the LUCF variability.

14. Banking of RMUs should not be ailowed,
Banking of RMUs should not be allowed as it poses a major threat to the
effectiveness of the Kyoto Protocol in achieving actual emission reductions to the
atmosphere.

» Allowing RMUs to be directly transferable to AAUs means that a
significant amount of sink credit laundering can occur anyway with
RMUs being used in the first commitment period and bankable AAUs
being held for use in future periods.

• The fungibility between RMUs and AAUs should be removed.

15. Sink swapping should not be allowed
« It is a perverse incentive for deforestation
« Would allow countries to offset emissions from deforestation with

temporary sinks projects
• Violates one of the key principles underpinning the IPCC defined

reporting requirements that emissions and removals should be
reported and accounted for at the same time in which they occur.

15. Fast forest fix rule should be removed.
• This rule provides no incentive for countries to reduce emissions from

harvesting.
• Favours accounting sinks more than sources.

16. No reward for bioenergy projects that cause conversion or
degradation of natural ecosystems.
Bioenergy is not mentioned as a land-use activity in the Kyoto Protocol and
Marrakech Accords. However, when biomass fuels are substituted for fossil fuels it is
accounted in the energy sector as an emission reduction.

• Studies have shown that many bioenergy projects are not sustainable;
in particular the production of agricultural crops for biofuels is
problematic.

• Bioenergy which indirectly causes the conversion or degradation of
natural forests or other natural ecosystems for plantations and crops
should not be rewarded in the climate change regime.

« Governments must make a broad approach in developing bioenergy
policies such as supporting measures to reduce greenhouse gas
emissions and ensuring criteria for sustainability.

Sreenpeoce Australia Pacific L td . \ 1st Fioor, Bailey's Corner London Circuit j Civic ACT 1 "2

Ph: *61 2 6257 6516 I Fax: »61 2 6257 6526 ! SCO Box 1917 | Canberra ACT 2601 \ www.greenpeace.0r9.au | ABN61002643852



C. The obligations and opportunities arising from
ratification of the Kyoto Protocol, including the
proposed Carbon Pollution Reduction Scheme

Obligations
Article 2. 1 establishes a number of obligations on Annex I parties. We would like to
bring your attention to Article 2.1 (v) that pertains to market imperfections, fiscal
incentives, tax and duty exemptions.

Article 2 1. Each Party included in Annex I, in achieving its
quantified emission limitation and reduction commitments under
Article 3, in order to promote sustainable development, shall: (v)
Progressive reduction or phasing out of market imperfections,
fiscal incentives, tax and duty exemptions and subsidies in all
greenhouse gas emitting sectors that run counter to the objective
of the Convention and application of market instruments;

The federal government provides approximately $7.8 billion in subsidies per annum5

to fossil fuels that cause climate change. As a party to the Kyoto Protocol the federal
government has an obligation to reduce or phase out fiscal incentives, tax and duty
exemptions that encourage fossil fuel use.

Greenpeace recommends that the government's recently announced Review of
Australia's Future Tax System comprehensively addresses energy and
transport subsidies to ensure that climate protection is integrated into public
spending.

The review should identify measures that lead to greenhouse gas emission
increases, and recommend how they can be abolished or redirected to climate
change solutions such as renewable energy and energy efficiency. Where tax
incentives had in the past been introduced as a means to achieve a social benefit but
resulted in an associated affect of encouraging the use of fossil fuels, the tax review
should identify alternative means to achieve those social benefits without causing
adverse environmental impacts.

Attached a copy of the Greenpeace submission to the 2008-09 Federal Budget
Budget 08: Time to stop subsidisng climate change.

The Carbon Pollution Reduction Scheme
Greenpeace was disappointed with the framework proposed in the GPRS Green
Paper. There is no case for compensation to domestic coal-fired power stations.
Investors in this sector have had 25 years since the establishment of the United
Nations Framework Convention on Climate Change to incorporate the risk of a
carbon constrained future into their decision-making. The government does not
compensate other investors to continue to make unwise investments, such as the
many Australians who have experienced recent loses on the share market. We have
also established that in Australia, the government does not compensate industries
that cause harm and experience losses due to the introduction of regulation to
protect consumers from that harm, such as tobacco and asbestos.

5 Reidy C. 2007 Energy and Transport Subsidies in Australia 2007 Update. Report to
Greenpeace Australia Pacific. Institute for Sustainable Futures.
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Aside from contradicting the "polluter pays" principle, giving some industries the right
to pollute for free will place a disproportionate burden on other industries and the
community. The proposal to give free permits and/or cash handouts to domestic coal
fired power stations and other large polluters, along with other design flaws make us
extremely concerned that government will be unable to set a strong cap for the
CPRS, as the responsibility and cost of emissions reductions will be shouldered by a
small section of society.

The revenue raised by the CPRS creates the opportunity to enable all Australian
households to be part of the climate change response. A fund that enables
government housing, low-income householders, school and community groups to
become energy efficient and switch to renewable energy would be a better use of the
funds generated by the CPRS than direct payments.

Greenpeace anticipates that such issues will be addressed in the White Paper, and
will be outlining our concerns fully in a submission to that process.

List of attachments:

Greenpeace submission to the 2008-09 Federal Budget Budget 08: Time to stop
subsidising climate change.

Tropical Deforestation Emission Reduction Mechanism (TDERM): A Discussion
Paper published by Greenpeace International.

Forests for Climate: Fact Sheet

Greenpeace submission to the UNFCCC Secretariat Carbon dioxide capture and
storage in geological formations as clean development mechanism project activities.

False Hope: Why carbon capture and storage won't save the climate published by
Greenpeace International in May 2008.

Science of Climate Change by Bill Hare, Potsdam Institute for Climate Impact
Research.

Turning Up the Heat Global Warming and the Degradation of Canada's Boreal Forest
published by Greenpeace Canada.
Greenpeace briefing June 2008: Options for LULUCF in the post-2012 process
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