Memorandum of Understanding

between the Federal Government of Germany and 

the Government of the Republic of Bulgaria 

on co-operation under Article 6 of the Kyoto Protocol to the 

UN Framework Convention on Climate Change 

The Federal Government of Germany, in particular the Ministry for the Environment, Nature Conservation and Nuclear Safety, being the competent German authority for the purpose of this Memorandum, hereinafter referred to as the German Signatory 

and

The Government of the Republic of Bulgaria, in particular the Ministry of Environment and Water and the Ministry of Finance, being the competent Bulgarian authorities for the purpose of this Memorandum, hereinafter referred to as the Bulgarian Signatory, 

Recalling that the Federal Republic of Germany and the Republic of Bulgaria are Parties to the United Nations Framework Convention on Climate Change and the Kyoto Protocol to that Convention,

Bearing in mind Article 6 of the Kyoto Protocol which shall provide for the transfer from one Party to another Party of emission reduction units (ERUs) resulting from “Joint Implementation” (JI) projects aimed at reducing anthropogenic emissions by sources or enhancing anthropogenic removals by sinks of greenhouse gases. 

Underlining the importance of the domestic policies and measures to meet obligations under the Kyoto Protocol and the supplementary role of the activities under its Article 6,

Taking into account any decisions, guidelines, modalities, and procedures adopted by Conference of the Parties (COP) and Conference of the Parties/Meeting of the Parties (CoP/MoP) on Article 6 of the Kyoto Protocol,

Taking into consideration that the Supervisory Committee (SC) for JI projects shall be established before 2008 and any decisions, guidelines, modalities, and procedures adopted by the SC shall be obligatory;

Acknowledging that until the establishment of the SC and the decisions, guidelines, modalities, and procedures both Signatories shall follow the provisions of their national legislation and the procedures for implementation of JI projects, established by each of the Parties
Considering that the further co-operation in the field of JI under Article 6 of the Kyoto Protocol shall be efficient contribution to the reduction of greenhouse gas emissions,

Considering the joint priority of Germany and the Republic of Bulgaria to preserve the environment and to promote sustainable development,
Expressing the political will for cooperation to facilitate JI in the light of the objective of the UN Framework Convention on Climate Change and its Kyoto Protocol, 

Have entered into the following Memorandum:

Article 1

General

This Memorandum shall establish the framework of the German-Bulgarian cooperation regarding Article 6 of the Kyoto Protocol.

Article 2
Objective

The cooperation in the framework of this Memorandum shall facilitate the realisation of JI projects in accordance with Article 6 of the Kyoto Protocol in the Republic of Bulgaria and the transfer to the Federal Republic of Germany of the generated ERUs. 

The amount of the emission reductions, generated before 2008 from JI projects and agreed between the Host country and the Supplier could be transferred to the Federal Republic of Germany as Assigned Amount Units (AAUs) through the International Emission Trading mechanism of Article 17 of the Kyoto Protocol. This could only be executed through the AAUs management and investment scheme for “greening” of AAUs after its establishment in Bulgaria, latest 2006.  
Decisions on transfers shall be taken on a case by case basis.
Article 3

Contribution of the German Signatory

The German Signatory shall contribute to the development and implementation of emission reduction projects by the procurement of ERUs originating from those projects or by acceptance and registration of ERUs generated by private parties from the Bulgarian Signatory being the ultimate owners of such units. 
The German Signatory shall approve the JI projects in accordance with Art. 6.1 of the Kyoto Protocol by issuing a Letter of approval on the basis of an independent determination of the project.

Article 4

Contribution of the Bulgarian Signatory

The Bulgarian Signatory shall facilitate the development and implementation of projects by supporting companies interested in carrying out emission reduction projects with information and consultation. Outlined projects, which seem to be highly eligible with the requirements of Art. 6.1 of Kyoto Protocol and following decisions of CoPs should be facilitated by the Bulgarian Signatory by issuing a Letter of endorsement encouraging private companies to undertake further project preparations. The formal approval of the projects will be given by issuing a Letter of approval, in accordance with Article 6.1 of the Kyoto Protocol on the basis of the independent determination of projects.

The Bulgarian Signatories shall transfer to the German Signatory the agreed amount of ERUs from JI-projects generating ERUs during the agreed period which shall be verified by an independent entity. 

The Bulgarian Signatory shall approve the JI projects in accordance with Art. 6.1 of the Kyoto Protocol by issuing a Letter of approval on the basis of an independent determination of the project.

The letter of approval shall also confirm that the transfer will be free of any extra charges beyond the agreed payment for ERUs.

In cases JI projects are generating surplus ERUs during the agreed period the JI project owner has the right of first refusal of buying these ERUs on the base of current market price at the given time. This does not exclude the right for first buying option of the project owner for the 2nd commitment period of the Kyoto Protocol.

Article 5

Payment schemes

Payment schemes for ERUs generated by JI projects shall be agreed on a case by case basis and formally reflected in purchase agreement, including the option of credit sharing. 
Article 6

 Independent determination of projects

Both Signatories shall agree on the companies acting as independent entities until and after the JI Supervisory Committee accredits Independent Entities. Independent determination shall enable JI projects to generate ERUs being tradable in the EU Emission Trading Scheme. 
Article 7

Amendments and earlier termination 

The present Memorandum is a subject of supplement and amendment upon mutual consent between the Parties in written form, and these amendments shall enter into force following the same procedure envisaged for entering into force of the Memorandum. 
The present Memorandum is executed for unspecified time period. Each of the Parties can denounce the Memorandum by notification in written form through diplomatic channels. The Memorandum is in force 60 days after receiving the written notification. The denouncement of the Memorandum shall not affect the activities started during the period the Memorandum was in force. Memorandum shall be in force until emission reduction units, generated by the project and contracted in the project purchase agreement are transferred. 
Article 8

Other Provisions
This Memorandum shall not be interpreted so as to prejudice the rights and obligations of the Parties, which result from other agreements in force concluded by each of the two Parties und international law.

In case of significant changes in relevant national policies of the Federal Republic of Germany or the Republic of Bulgaria which result in difficulties of generation and delivery of emission reductions by the project executors and/ or investors, both Signatories shall do their utmost to have the emission reductions agreed upon in the Letter of Approval transferred in a practical manner.

Any possible dispute concerning the interpretation and implementation of this Memorandum will be settled amiably, by consultations between the Participating Governments.

Article 9

Entry into Force

The present Memorandum shall come into force on the day after the receiving of the last written notification which the parties have informed mutually for the finalisation of the internal procedures predicted in their national legislation.

This Memorandum is compiled in ……….. on ………. and signed in Bulgarian, German and English language each in two copies, the three texts being equally authentic. In case of any divergence of interpretation, the English text shall prevail. English shall also be the language of correspondence.
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