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Annex 1 pledges, accounting “loopholes”,

and implications for the global 2°C pathway

By Sivan Kartha*

The Stockholm Environment Institute (SEI)
has recently issued a report! that examines
four recent detailed studies of countries” miti-
gation pledges under the Cancun Agreements,
for the purpose of comparing developed
(Annex 1) country pledges to developing (non-
Annex 1) country pledges. It finds that there is
broad agreement that developing country
pledges amount to more mitigation than devel-
oped country pledges. That conclusion is ro-
bust, in that it applies across all four studies

and across all their various cases, despite the
diversity of assumptions and methodologies
employed and the substantial differences in
their quantification of the pledges.

The Annex 1 pledges are further weak-
ened by a series of accounting rules, methodol-
ogies, and other technical means, often referred
to as “loopholes”. The collective effect of these
loopholes is to provide means by which Annex
1 Parties can comply with their reduction tar-
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Annex 1 emissions to 2020, under high pledges and low pledges,
showing impact of accounting "loopholes"

24

22

]
(=]

Annex 1 emissions (GtCO2eq/yr)
= = =
S =) oo

[ary
[x=]

Land-use accounting (.4 GtCO2 in2020)

Aviation and Marine Fuels (.4 GtCO2 in2020)
non-Additional CDM Credits (.2 GtCO2 in2020)
Surplus CP1 Land-Use Credits (.2 GtCO2 in2020)
Surplus CP1 CDM Credits (.2 GtC0O2 in2020)

W Surplus CP1 Allowances (2.4 GtCO2in2020)

Range of pledges

10

8

2010 2012 2014 2016 2018

gets without actually undertaking mitigation.

The chart above shows the emissions implica-

tions of the lower pledges and higher pledg-

es of the Annex 1 countries, and the sequen-

tial impact of six loopholes.

The loopholes amount to ~4 GtCO2eq

in 2020.

1.
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Surplus allowances from 1st commit-
ment period (11 GtCO2eq total, ~2.4
GtCO2eq in 2020)2

Surplus CDM credits from 1st commit-
ment period (1 GtCO2eq total, ~0.2
GtCO2eq in 2020)3

Surplus land-use credits (removal units)
from 1t commitment period (1
GtCO2eq, ~0.2 GtCO2eq in 2020)*

2020

4.  non-Additional CDM credits during 2nd
commitment period. (0.2 GtCO2eq/yr in
2020)>

5. Aviation and marine fuels (unaccounted
growth in Annex 1) (0.4 GtCO2eq/yr in
2020)¢

6. Land-use accounting methods (e.g., pro-
jected emission levels) (0.4 GtCO2eq/yr in
2020)7

We note that this is a relatively conserva-
tive estimate of the size of the accounting loop-
holes that would be available to Annex 1 Par-
ties if rules are not changed to eliminate them.
Some analyses conclude that surplus allowanc-
es, land-use accounting methods, and non-
additional CDM credits are higher. Moreover,
there is the prospect that new surplus AAUs
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Mitigation required for 2C, Annex 1 pledge (showing loopholes and their impact),
and non-Annex 1 pledge
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could be generated, as some Annex 1 countries
have put forward pledges that are higher than
their expected BAU emissions. (This has been
estimated as possibly another 1 GtCO2eq in
2020)8.
counting of CDM credits, which could add an-
other 1 GtCO2eq/yr in 2020 worth of account-
ing loopholes®. These two have not been includ-

There is also the prospect of double

ed in the previous figure.

These accounting loopholes, taken to-
gether, could more than negate the pledges of
Annex 1 countries. Taking the estimates of the
conditional (high) Annex 1 pledges'?, Annex 1
pledges amount to approximately 3.8 GtCO2eq
in 2020. The loopholes together sum to approxi-
mately 3.9 GtC02eq in 2020, implying Annex 1
could comply with its pledge with no actual
mitigation. In the figure above, this is com-
pared to the total global mitigation consistent
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with a 2°C pathway (12 GtCO2eq), and the
estimate of conditional (high) pledges put for-
ward by non-Annex 1 (5.2 GtCO2eq) coun-
tries in the figure above.

As can be seen, the Annex 1 mitigation
is more than negated by the six loopholes
considered here, which were estimated con-
servatively and excluded two additional
potential loopholes. On balance, this implies
no net contribution by Annex 1 to meeting
the 12 GtCO2eq required to remain consistent
with a 2°C pathway.

This analysis suggests that to remain
consistent with the 2°C goal would require:

i. Annex 1 countries to significantly in-

crease the ambition of their pledges

ii.  Annex 1 countries to negotiate a signifi-
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cant tightening of accounting rules to
eliminate the loopholes

iii. Annex 1 countries to significantly ex-
pand their financial and technological
commitments, to ensure non-Annex 1
countries can to fulfill their conditional
pledges, and deepen them.
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