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Goals of the Developing Country Package

e To provide a formal means to recognize “unilateral” actions by
developing countries

e To stimulate technology transfer and other forms of international
assistance to developing countries

e To create a menu of options for developing country action

e To create a system of financial incentives that increase as mitigation
efforts by developing countries increase, through the carbon market
and other financing tools

e To contribute toward global emissions staying on track for

stabilization of the atmospheric concentrations of GHGs at 450-550
ppmv CO,e by the end of the century

An Example: China’s National Climate
Change Programme

e Could this serve as a prototype?
» Comprehensive

» Includes some emissions reduction estimates
(cumulative?)

— Energy production: 950 MtCO2e by 2010

— Energy conservation: 550 MtCO2e by 2010
» Technology needs are broadly described

— specific technologies identified in some sectors
» Proposed mitigation activities broadly defined
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China’s Climate Plan (2)

e To fit into the vision defined in the developing country
package, the plan would also need estimates of
desired financial assistance tied to specific actions to
be taken

e |t would need to include a listing of the mechanisms
the country would elect to participate in — e.g.
sectoral no-lose targets, REDD, tech transfer etc.?

e Would the package need to be more specific and
guantitatively detailed to qualify for the higher levels
of international assistance?
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Negotiating the Package:
the General Process

e First step is to define the menu of options available to
Developing countries:
» Capacity building and voluntary actions,
» SD PAMS
» No-lose sectoral targets
» REDD or dual market
» Technology financing
» Traditional CDM
» Enhanced CDM
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Negotiating the Package:
the General Process (2)

e Parallel step is to define the financing mechanisms to
be provided from developed countries including:

> Mexico Multilateral Climate Fund

> Bilateral agreements

» Auction revenues

> Technology assistance

» Carbon market options (REDD, CDM, etc)
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Negotiating the Package:
the General Process (3)

e Once the architectural options are defined, then developing
countries can submit packages detailing:
» Level of assistance desired
» Emissions reductions expected from proposed activities
» Technologies needed for proposed activities
e In parallel process, Annex | countries would define the levels of
assistance they would provide in different areas including
specification of levels of reduction to be achieved via CDM,
REDD (e.g. 5% of target) and trading
e Negotiations would proceed and both plans (DC and Al), once
finalized, would be subject to periodic MRV
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Potential Structuring of the Package

Each developing country would submit a package that
could include any or all of the following:
e Level One Commitments:
» Capacity-building activities
» SD-PAMs
e Level Two Commitments:
» Technology demonstration projects
» REDD
» Traditional CDM

e Level Three Commitments:
» Sectoral commitments (e.g., sectoral CDM, “no-lose” intensity
targets, sectoral caps)

» Economy-wide policies (e.g., China’s goal to reduce energy use
per unit of GDP by 20% from 2006-2010)

Negotiating the Package:
a Straw Proposal

Access to
Carbon Market

Financial
Assistance

Commitment or
Mitigation Level

Technology
Assistance

None*/Training
and Capacity-

None*/Low (e.g.,

Level One or X
preferential loan

*
Low Mitigation* None*/CDM

High Mitigation

incremental costs)

terms) Building
Level Two or Medium (e.g. Underd_eployed
- L techs in non- | Sectoral CDM,
Medium partial incremental - :
e competitive REDD credits
Mitigation Costs)
sectors
Level Threeor | High (e.g. full | Advanced and

“step-change”
technologies

Complete

@ *largest DCs might not qualify for this level of support
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Key Questions: Technology and Finance

e What can we achieve by Poznan — definition of the
architectural options? By Copenhagen - actual
negotiation toward specific packages?

e How would we define the different levels of mitigation
action? Relative cost/ton, cost/capita, tons/capita etc?

e |s support provided for the developing country package
as a whole or for individual components of the package?

e How are different financing options combined to provide
the financial package? Who puts the combination
together?

e Should commitment to highest level of mitigation
guarantee Al financial support for that effort?
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Key Questions (2)

Is a certain level of unilateral effort required to get higher
levels of assistance?

e What criteria are used to prioritize who gets assistance?
Level of reduction proposed, quality of MRV, governance
capacity?

e |s the financing divided into some capacity building and
“‘down payment” funding provided up front with bulk of
financing on an ex post basis?

e What happens if reductions are not achieved? A
guestion for individual contracts as in the CDM or do we
need an explicit policy?
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