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DE-CONSTRUCTING LULUCF 
AND ITS PERVERSITIES

HOW ANNEX I PARTIES AVOID THEIR RESPONSIBILITIES IN LULUCF 

(RULES MADE BY LOGGERS FOR LOGGERS)

The rules agreed on LULUCF at COP7 in Marrakesh were designed largely by the forest industry and driven by Annex 1 Parties seeking to evade accounting for emissions in the agriculture, forestry and land use (AFOLU) sector and to reach their emissions targets more easily. These complex and opaque rules encompass gross perversities and have led to significant under-reporting of emissions and over-stating of removals of GHGs. An approach which embraces land based accounting is simpler and an aspiration that Parties should work towards. If developed and applied it will account more comprehensively for emissions to the atmosphere.

The rules, definitions and guidelines on land use, land use change and forestry (LULUCF) under the Kyoto Protocol contain what are routinely referred to as the LULUCF perversities, since their application results in perverse outcomes in relation to climate change. This brief guide explains the complexities of land use change and forestry components of LULUCF and identifies the key problems in the LULUCF rules and definitions.

Global Witness, The Wilderness Society, Rainforest Action Network and Wetlands International 
are members of the Ecosystems Climate Alliance.

Background

The United Nations Framework Convention on Climate Change (UNFCCC) commits developed country Parties to protecting and enhancing their greenhouse gas sinks and reservoirs, or terrestrial carbon stores.
 It further commits all Parties to promoting practices that reduce emissions from agriculture and forestry,
 now known as the AFOLU sector and to promoting conservation and enhancement of sinks and reservoirs.
 

In their desperation to reach agreement in Kyoto and to address their AFOLU commitments, the international community agreed specific commitments in respect of LULUCF for Annex 1 Parties
 (Articles 3.3, 3.4 and 3.7 of the Kyoto Protocol). These commitments are restricted in ambit and are only a subset of the combined UNFCCC provisions dealing with the AFOLU sector. The Marrakesh Accords, agreed at COP7 in 2001, lay out the rules and definitions for LULUCF under the Kyoto Protocol. 

Four options to revise the LULUCF rules and definitions are currently before the Parties.  These have been developed in an attempt to rectify perverse outcomes for the climate that have resulted from the current rules. Three of the options take an activities based approach (similar to the current rules), while the fourth proposes to move to a land based approach. (See below for explanation of activities based and land based approaches.) 

The Big Picture: activities based versus land based accounting

The LULUCF rules allow forest managers to hide emissions attributable to their forestry activities

Article 3.3 of the Kyoto Protocol provides for measuring emissions and removals ‘as verifiable changes in carbon stocks’. To implement this provision, Annex 1 Parties decided to take an activities based approach to measuring, reporting and accounting for their emissions. 

Mandatory accounting

Activities that Parties MUST account for (Article 3.3) 

· Deforestation

· Afforestation

· Reforestation

Voluntary accounting

Activities that Parties CAN account for (Article 3.4)

· Revegetation

· Forest Management

· Cropland Management

· Grazing-land Management

Forest managers in Annex 1 Parties are only required to account for a) deforestation – loss of areas from their control, and b) afforestation and reforestation – activities with inherently positive outcomes. Parties may select whether they account for their forest management activities, which are generally inherently emissive. A range of other activities is also only voluntary and those activities identified are not comprehensive. Thus, Annex 1 Parties are able to hide some large emissions and overstate removals of greenhouse gases resulting from their forest industries, resulting in a skewed picture. 

	Example 1 – Biomass energy

The EU made an EU wide policy decision that burning wood in a power station was ‘carbon neutral’ i.e. zero emissions. This is obviously ridiculous, as evidence shows that the real emissions are substantial. If a country accounts for forest management, at least in theory the emission is captured. If it doesn’t, then the large emission is not accounted for in a Parties GHG account. This in turn provides a powerful incentive to increase harvesting rates.




Furthermore, under existing LULUCF rules, Annex 1 Parties are not required to measure or report in the same way, and thus their accounting approaches are not comparable. 

A far better approach would have been to build a complete picture of what is really happening in the landscape across the entire land use sector, rather than identifying particular activities. For forests and other important sinks and reservoirs such as wetlands and peatlands, an approach that reports and accounts comprehensively for everything that affects them – a land-based approach – is needed. 

Moving immediately to full implementation of a land based accounting system is not feasible. Instead a phased approach and programme of research to address gaps is required. However, the need for a more rigorous and structured approach to LULUCF is in no doubt, something the IPCC is attempting with its 2006 Guidelines.

Any sensible approach to measuring, reporting and accounting for the AFOLU sector, and in LULUCF under the Kyoto Protocol, demands a comprehensive system for capturing emissions from this sector, with robust measurement of the 5 carbon pools (above-ground biomass, below-ground biomass, litter, dead wood, and soil organic matter). 

Establishing an honest and transparent measuring and accounting framework which does not allow Parties to pick and choose will be essential to the success of any future climate agreement.

How did we end up with such a perverse system?

The development of LULUCF rules was left largely to the forest industry since they were familiar with the sector. The result has been to minimize the apparent impacts of the sector and favour the industry (ie provide subsidies). Removal of this bias and development of an honest and transparent set of rules for LULUCF is urgently needed.

The situation has been compounded by Annex 1 Parties wanting to use LULUCF as an offsetting mechanism to enable them to reach their emissions targets more easily. Such offsetting occurs within each Party; it entails offsetting fossil fuel emissions from all other sectors against net removals through LULUCF. (Caps specific to each Party were negotiated to limit the extent of the offsets. But the lack of transparency of these caps presents another problem since the process used to set them was completely opaque.)

The Detail: exposing the flaws

The LULUCF system encompasses a whole set of inbuilt problems, right down to the level of definitions. As a result, emissions attributable to industrial scale forestry operations are hidden. 

Optional accounting of conversion of natural forests to plantations

This highly emissive activity is not accounted for by Parties which choose not to account for forest management. Furthermore, the definition of a “forest”, which is structurally based and focuses on a minimum tree canopy cover and on tree height potential, fails to distinguish between monoculture plantation tree crops and natural forests and woodlands.
 (Even the current forest definition is not universally applied; Parties use different definitions, varying the minimum percentage canopy cover between 10 and 30%.)

Since no distinction is made between “natural forests” and “plantation forests” the conversion of natural forests to plantations is not classed as “deforestation”. Thus, there is no obligation to account for it.

Example 2 - Australia illustrates the perversity

Australia provides an instructive example of the perversity inherent in including plantations in a definition of forests, and the way the rules can be used. An aggressive forest conversion strategy was pursued in the state of Tasmania from 1990 to 2008 in some of the most carbon dense forests in the world - in some cases as high as 1,200 tonnes per hectare This entailed clearfell logging, high temperature burning, ecosystem demolition, and the planting of industrial monoculture tree plantations. 

Associated with this activity were very large, poorly reported and unaccounted for emissions. Under the definition of a “forest” the activity could be treated as a ‘no change’ scenario, yet huge emissions were released into the atmosphere, and the carbon contained within the “forest” was dramatically depleted. 

Therefore, despite these activities, Australia benefited from a ‘reduction’ in emissions from deforestation. While this may have suited the Australian government of the day it did little to reduce emissions or to protect these dense forest carbon stores

No accounting of forest degradation

There is no obligation to report or account for forest degradation. Only the extreme state of deforestation is identified for accounting purposes. This failure to account fully for emissions due to forest degradation leads to the false impression that climate impacts due to forest management practices are neutral. The ecological sustainability of these practices has been widely questioned. The definition of a forest sets the bar for deforestation so low that in many biomes ecosystem collapse will have occurred long before the threshold is reached. This definition cannot be used to address degradation issues. 

Emissions from activities like industrial logging can be largely ignored using the current rules and definitions. Thus, significant emissions from logging primary forests escape measuring, reporting and accounting. 

No accounting for temporarily unstocked forests

The rules explicitly exclude areas ‘temporarily unstocked’ from accounting without defining ‘temporarily’. This enables yet more emissions to evade accounting. 

No comprehensive accounting for emissions from peatlands and wetlands

The LULUCF rules and definitions ignore the carbon dynamics of the greatest source of emissions from deforestation and degradation of peatland and wetland forests, namely the loss of massive sub-surface carbon. The majority of emissions from peatlands are responses to disturbance of their hydrological regime (especially, by lowering of the water table by drainage). This is independent of, and additional to, any losses associated with removal of their forest cover.  Globally, peatland degradation leads to emissions of 2-3 Gt of CO2 per year; in Annex I countries alone total emissions from peat drainage amounts to 930 Mt of CO2 annually
.

Forest management – selective accounting under a flawed definition

Annex I Parties may voluntarily account for forest management, and selectively for only some components of this activity. Experience has shown that Parties choose to report and account for forest management activities that involve only emissions reductions. This accounting is inherently dishonest, undermines transparency and makes it impossible to gain a comprehensive picture of the forestry sector. It also makes it far easier for Annex 1 Parties to reach their emissions targets than it would have been if all logging emissions had been included. Logging and burning can be ignored whilst accounting for growth from new plantings of trees (as afforestation or reforestation).

Under industrial logging regimes forests are maintained below their carbon carrying capacity.
 Commercially logged forests have substantially lower carbon stocks and reduced biodiversity than intact natural forests. Studies have shown carbon stocks to be 40 to 60% lower depending on the intensity of logging. 

Obfuscations and ambiguities in the definition of “forest management” have also enabled ‘gaming’ of the system and inconsistent accounting between Parties.
 In practice, each Annex I Party determines which practices it will include within its operational definition of “sustainable forest management”, including how it will attempt to balance its competing ecological, economic and social interests. Net emissions or sequestration are reported, but in reality actual emissions and sequestration are disguised. 

Managed and unmanaged lands

The obligation pursuant to the Kyoto Protocol to account only for anthropogenic emissions and the inclusion of ‘forest management’ as an activity to be accounted for (albeit voluntarily) has led to the creation of the concept of managed and unmanaged lands and its application for accounting purposes. (This operates as a surrogate measure for ‘factoring out’ natural disturbances, such as fire and pests, despite their climate impact.)

Annex 1 Parties have adopted different and sometimes inconsistent reporting and accounting practices.  Some Parties have restricted reporting and accounting to forest under ‘active’ management. Meanwhile other Parties are reporting on and accounting for “forest management” over large areas of what might otherwise be considered unmanaged land remote from management activities and in a natural or primary condition, still subject to large scale ecological processes, with ‘management’ being restricted to declared ambitions to log, or sell the right to log, such forest.

Inclusion of large areas of natural ecosystems not actually subject to degrading activity that are sequestering substantial amounts of carbon into the managed lands category, is seen as an attempt to ‘game’ the system in order to secure an advantage. Indigenous peoples’ rights and interests in such places are an important consideration in application of the managed lands concept, but they are not uniformly or satisfactorily addressed.

Methodologies used to account for emissions

The LULUCF rules under the Kyoto Protocol set up two alternative methodologies to account for emissions, “net-net” and “gross-net” accounting. The system to be used is dictated by whether an Annex 1 Party was a net emitter or net sequesterer with respect to its land use and forestry sector in 1990. Parties whose land-use and forestry sector constituted a net source of GHGs in 1990 (“net emitters”) must account on a “net-net” basis for deforestation while those whose land use and forestry sector constituted a net sink in 1990 (“net sequesterers”) must use “gross-net” accounting.

Net-net accounting

“Net-net accounting” is a measure of the “net” change in the carbon flux (emissions minus removals) obtained as a measurement of the carbon flux in the commitment period minus the carbon flux in the base year.

Gross-net accounting

“Gross-net accounting” is a measure of the total (or “gross”) carbon flux in the commitment period (and is not compared to the base year carbon flux).

Net sequesterers are not allowed to include their “negative emissions” in calculations of their assigned amounts. However, Parties with a surplus of emissions in 1990 (i.e. whose land use and forestry sector constituted a net source) include this surplus in deriving their assigned amounts and thus their target for the commitment period.
 These Parties are allowed to take the difference between the carbon flux (emissions minus removals) in the commitment period and the base year and count it as a contribution towards meeting their target (“net-net” accounting). 

In other words, net emitters for whom LULUCF constituted a negative climate impact in 1990 were allowed to include their net emissions in calculating their assigned amount, but net sequesterers were not allowed to include their positive climate impact from LULUCF in 1990 in calculating their assigned amount. Thus Parties who were climate positive in 1990 cannot report any gains in the LULUCF sector since 1990 as they have no starting point against which to measure.

These net sequesterers are obliged to measure the difference between total emissions and total sequestration during the commitment period (“gross-net” accounting). However, it is impossible to know if this net figure reflects an improvement compared with 1990. Moreover, it is likely that the figure reported will be larger than the change since 1990. Other stakeholders are concerned that permitting net sequesterers to use this number gives them a windfall gain since it allows an assumption that the difference in the commitment period represents an improvement since 1990 without evidence to support that assumption.

“Net-net” accounting is fairer overall, and therefore preferable. But whichever way accounting is constructed under the current activities based approach there will be winners and losers. The root of the problem is in the use of an accounting method tied to an activities based approach to the sector, as opposed to applying land based accounting using a stock change approach.

The ‘Bar’

A new proposal allegedly designed to circumvent the ‘net net’ ‘gross net’ impasse has been advanced by the EU at Bonn 1 this April.

This would allow each Party to negotiate the standard against which its forest management compliance will be measured. The lower the bar the more credits!

It is unclear whether emission targets will be determined before the bar is set for each Party, or whether Parties will subsequently be able to adjust their bar during the next commitment period to obtain extra credits to assist them in reaching their targets.  

Environmental NGOs have had an allergic reaction to this proposal as it seems to be more of the same in terms of making rules to suit Parties rather than to help the atmosphere.

By contrast Tuvalu has advanced a comprehensive submission in the form of draft decision text, which seems to have some interesting potential.

	Acronyms

	AFOLU
Agriculture, forestry and land use

GHG
Greenhouse gas

IPCC
Inter-governmental Panel on Climate Change

LULUCF
Land use, land use change and forestry

UNFCCC
United Nations Framework Convention on Climate Change
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�	 UNFCCC Article 4.2(a).


�	 UNFCCC Article 4.1(c).


�	 UNFCCC Article 4.1(d).


�	 Annex 1 Parties are industrialised countries listed in Annex I to the UNFCCC which were committed to return their GHG emissions to 1990 levels by the year 2000 as per Article 4.2 (a) and (b).


�	 From the Marrakesh Accords: “Forest” is a minimum area of land of 0.05-1.0 hectares with tree crown cover (or equivalent stocking level) of more than 10-30 per cent with trees with the potential to reach a minimum height of 2-5 metres at maturity in situ. A forest may consist either of closed forest formations where trees of various storeys and undergrowth cover a high proportion of the ground or open forest. Young natural stands and all plantations which have yet to reach a crown density of 10-30 per cent or tree height of 2-5 metres are included under forest, as are areas normally forming part of the forest area which are temporarily unstocked as a result of human intervention such as harvesting or natural causes but which are expected to revert to forest. (FCCC/CP/2001/13/Add.1, p. 58).


�	 Prof. H. Joosten, University of Greifswald, 2009,  personal communication.


�	 Carbon carrying capacity (CCC) is defined as the mass of carbon able to be stored in a forest ecosystem under prevailing environmental conditions and natural disturbance regimes, but excluding anthropogenic disturbance; See Gupta, R.K. & Rao, D.L.N. (1994) Potential of wastelands for sequestering carbon by reforestation. Current Science, 66, 378–380.


�	 From the Marrakesh Accords: “Forest management” is a system of practices for stewardship and use of forest land aimed at fulfilling relevant ecological (including biological diversity), economic and social functions of the forest in a sustainable manner. (FCCC/CP/2001/13/Add.1, p. 58).


�	 Kyoto Protocol Article 3.7.


�	 The name “net-net” recognises that this is a measurement of the “net” change in carbon flux (i.e. the carbon flux in the commitment period compared to the carbon flux in the base year), whilst the carbon flux is itself measured as the “net” total of emissions less removals.


�	 The name “gross-net” refers to the measurement of the total (or “gross”) carbon flux (without comparison to the base year), whilst the carbon flux in the commitment period is calculated as the “net” total of emissions and removals.


�	 This is done by incorporating their net LULUCF emissions in the calculation of their assigned amount of GHG emissions. Their target is calculated by multiplying this assigned amount by the percentage applied to them in Annex B of the Kyoto Protocol (the quantified emission limitation or reduction commitment, i.e. percentage of base year or period). 





