FOIA Number; 2017-1094-F

FOIA
MARKER

This is not a textual record. This is used as an
administrative marker by the William J. Clinton
Presidential Library Staff.

Collection/Record Group: Clinton Presidential Records
Subgroup/Office of Origin: ~ WH Task Force on Climate Change

Series/Staff Member: John Gibson

Subseries:

OA/ID Number:
FolderID:

Folder Title:

Clinton Administration Climate Change Documents: Final Task Force Releases and Other Useful
Papers, October 1997 - August 1999 [binder] [1]

Section: Position:

3 2




Clinton Administration
Climate Change Documents

Final Task Force Releases & Other Useful Papers
October 1997-August 1999



Clinton Administration-Climate Change Documents
Final Task Force Releases & Other Useful Papers
October 1997-August 1999



- Clinton Presidential Records
Digital Records Marker

This is not a presidential record. This is used as an administrative
marker by the William J. Clinton Presidential Library Staff.

This marker identifies the place of a tabbed divider. Given our
digitization capabilities, we are sometimes unable to adequately
scan such dividers. The title from the original document is
indicated below.

TABLE OF

CONTENTS
Divider Title:




Index of Final Task Force Releases & Other Useful Papers

1. UN Convention on Climate Change, May 1992

2. Remarks by the President on Global Climate Change, National Geographic Society & Fact
Sheets Released in Conjunction with the President’s Speech, 10/22/97

-- President Clinton’s Climate Change Proposal

-- Initial Climate Actions

-- President Clinton’s Five Climate Change Principals

-- President’s Three-Stage Plan on Climate Change

-- Comprehensive Framework for Effective, Sensible Action
-- Fact Sheet on International Emissions Trading

-- Fact Sheet on Joint Implementation

-- Fact Sheet on Electricity Restructuring

-- Fact sheet on Federal Energy management

-- Fact Sheet on U.S. Global Change Research Program
-- Fact Sheet on PNGV

-- Fact Sheet on Fuel Cells

-- Fact Sheet on PATH

-- Fact Sheet on Potential Industry Sector Savings

-- Fact Sheet on Potential Building Sector Savings

-- Fact Sheet on Potential Transportation Sector Savings

3. Remarks by Vice President Al Gore, Kyoto, Japan, 12/8/97

4. Kyoto Protocol to the UN Convention on Climate Change, December 1997

5. Kyoto State Department Fact Sheet, 1/15/98

6. Testimony by Under Secretary Eizenstat, Senate Foreign Relations Committee, 2/11/98

7. Fact Sheet on PATH (one page), Spring 1998

8. Fact Sheet on PATH (extended), Spring 1998

9. General Climate Fact Sheet, “Meeting the Challenge of Global Climate Change”, June 1998
10. Remarks by Vice President Gore, “New Findings on El Nino and Climate Change”, 6/8/98

1. Press Release, “Vice President Gore Announces Record Global Temperatures in the First
Five Months of 1998”, 6/8/98

12. Fact Sheet on “Solar Energy: Meeting the Challenge of Global Warming”, 6/25/98



Index of Final Task Force Releases & Other Useful Papers

13. Statement by the President on solar roofs financing partnership announcement, 6/25/98
14. Radio Address by the President, 7/25/98

15. Press Release, “Meeting the Challenge of Global Climate Change — Increasing Energy
Efficiency & Reducing Energy Use in Federal Buildings”, 7/25/98

16. Fact Sheet on Administration Economic Analysis, “Meeting the Challenge of Climate
Change at a Reasonable Cost”, 7/31/98

17. Under Secretary Eizenstat response to Hagel letter (Meaningful Participation and Economic
Analysis), 9/15/98

18. Remarks by Under Secretary Stuart E. Eizenstat at the Tokyo Climate Change Ministerial,
“Emissions Trading: Solving the Global Environmental Problem of Climate Change Cost-
Effectively”, 9/17/98

19. Testimony of Acting Assistant Secretary Melinda L. Kimble, Hearing before House
Subcommittee on Energy and Power, 10/6/98

20. Press Release, “Vice President Lauds Growing Consensus on Steps to Fight Global
Warming”, 10/27/98 (PCSD Letter Attached)

21. Remarks by Under Secretary Stuart E. Eizenstat, Center for National Policy, 10/28/98
22. Eizenstat & Browner Trading Op-ed, “Cut-price emissions”, Financial Times, 10/28/98
23. Todd Stern, “Climate Change: Taking Stock”, Wash. Post Ad Supplement, 11/2/99

24. Buenos Aires Fact Sheets On Domestic Programs — November 1998

-- Executive Summary of U.S. Domestic Climate Change Program
-- Climate Change Technology Initiative

-- Industry Consultation

-- PATH

-- Electricity Restructuring

-- Federal Energy Efficiency

-- U.S. Global Change Research Program (USGCRP)

-- Partnership for a New Generation of Vehicles (PNGV)

-- Climate Challenge

-- Climate Wise

-- Industries of the Future

-- Million Solar Roofs Initiative

-- Motor Challenge and Energy Efficiency in Manufacturing



Index of Final Task Force Releases & Other Useful Papers

-- Energy Efficiency Standards for Equipment and Appliances
-- Energy Star Products

-- Energy Star Buildings and Green Lights

-- Voluntary Aluminum Industrial Partnership

-- WasteWi$e

-- Methane Reduction Programs

-- Energy Smart Schools

-- Bioenergy

-- Carbon Sequestration and U.S. Agriculture and Forestry Programs
-- State and Local Climate Change Program

-- The U.S. Country Studies Program

25. COP4 Talking Points/Fact Sheets on Various Topics — November 1998
-- Key Points on Buenos Aires
-- Flexibility Mechanisms
-- International Emissions Trading
-- The Clean Development Mechanism
-- Joint Implementation
-- New Climate Science Findings
-- Compliance
-- Sinks
-- Developing Countries
-- U.S. Domestic Climate Change Program
-- CCTIL, FY99 Budget Highlights
-- EIA Economic Analysis

26. Eizenstat COP4 Op-ed, “Combating Global Warming”, Christian Science Monitor, 10/10/98
27. Statement by Under Secretary Stuart E. Eizenstat, 10/11/98

28. Remarks by Under Secretary Eizenstat at COP4, Buenos Aires, 10/12/98

29. Fact Sheet on U.S. Signing of Kyoto Protocol, 10/12/98

30. Statement by Vice President Gore on the U.S. Signing of the Kyoto Protocol, 10/12/98

31. Statement by Stuart Eizenstat, Conclusion of COP4, 10/14/98

32. Eizenstat & Loy Op-ed, “Hot Air On Climate Change”, Washington Post, 12/7/98 (Victor
op-ed they were responding to attached)

33. COP4 State Department Fact Sheet, December, 1998

34. President Clinton’s FY 2000 Climate Change Budget, January 1999 (short form)



Index of Final Task Force Releases & Other Useful Papers

35. President Clinton’s FY 2000 Climate Change Budget, January 1999 (extended)

36. General Climate Fact Sheet, “Meeting the Challenge of Global Climate Change”, April 1999
37. Fact Sheet on New Climate Science Findings, April 1999

38. Fact Sheet on Industry and Climate Change, April 1999

39. Fact Sheet on Carbon Sequestration & Agriculture, April 1999

40. Fact Sheet on USDA’s Economic Analysis on Climate Change & Agriculture, May 1999
41. Statement by the President, 6/3/99

42. Fact Sheet on Federal Energy Executive Order (one page), “President Clinton: Leading the
Fight Against Global Warming”, 6/3/99

43. Fact Sheet on Federal Energy Executive Order (extended), “The President’s New Energy
Efficiency Executive Order, 6/3/99

44. Fact Sheet on DOD-Viron/Pepco Energy Saving Performance Contract, 6/3/99

45. Statement by Vice President on Matsui Tax Bill, “Energy Efficient Tax Incentives
Introduced into Congress by Representative Matsui”, 6/29/99

46. PCAST Report, “Powerful Partnerships: The Federal Role in International Cooperation on
Energy Innovation”, June 1999

47. Testimony by Ambassador Harriet Babbitt, Senate Foreign Relations Committee, 7/28/99

48. Press Release, “Vice President Gore Announces Release of Declassified Arctic Images to
Help Research Global Warming”, 8/2/99

49. Fact Sheet on Congress and Global Warming: Shortchanging Our Future, August 1999
50. VP Statement on PCAST Report on International Energy Cooperation, 8/2/99

51. President Clinton and VP Gore: “Growing Clean Energy for the 21st Century”, 8/12/99



Clinton Presidential Records
Digital Records Marker

This is not a presidential record. This is used as an administrative
marker by the William J. Clinton Presidential Library Staff.

This marker identifies the place of a tabbed divider. Given our
digitization capabilities, we are sometimes unable to adequately
scan such dividers. The title from the original document is
indicated below.
|
1

Divider Title:




D NATIONS FRAMEWORK CONVENTION ON
CLIMATE CHANGE

The Parties to this Convention,

Acknowledging that change in the Earth’s climate and its adverse effects are a
common concern of humankind,

Concerned that human activities have been substantially increasing the
atmospheric concentrations of greenhouse gases, that these increases enhance the
natural greenhouse effect, and that this will result on average in an additional
warming of the Earth’s surface and atmosphere and may adversely affect natural
ecosystems and humankind,

Noting that the largest share of historical and current global emissions of
greenhouse gases has originated in developed countries, that per capita emissions
in developing countries are still relatively low and that the share of global
emissions originating in developing countries will grow to meet their social and
development needs,

Aware of the role and importance in terrestrial and marine ecosystems of sinks
and reservoirs of greenhouse gases,

Noting that there are many uncertainties in predictions of climate change,
particularly with regard to the timing, magnitude and regional patterns thereof,

Acknowledging that the global nature of climate change calls for the widest
possible cooperation by all countries and their participation in an effective and
appropriate international response, in accordance with their common but
differentiated responsibilities and respective capabilities and their social and
economic conditions,

Recalling the pertinent provisions of the Declaration of the United Nations
Conference on the Human Environment, adopted at Stockholm on 16 June 1972,

Recalling also that States have, in accordance with the Charter of the United
Nations and the principles of international law, the sovereign right to exploit their
own resources pursuant to their own environmental and developmental policies,
and the responsibility to ensure that activities within their jurisdiction or control
do not cause damage to the environment of other States or of areas beyond the
limits of national jurisdiction,

Reaffirming the principle of sovereignty of States in international cooperation
to address climate change,

Recognizing that States should enact effective environmental legislation, that
environmental standards, management objectives and priorities should reflect the
environmental and developmental context to which they apply, and that standards
applied by some countries may be inappropriate and of unwarranted economic and
social cost to other countries, in particular developing countries,

Recalling the provisions of General Assembly resolution 44/228 o -ember
1989 on the United Nations Conference on Environment and Development, and
resolutions 43/53 of 6 December 1988, 44/207 of 22 December 1989, 45/212 of
21 December 1990 and 46/169 of 19 December 1991 on protection of global
climate for present and future generations of mankind,

Recalling also the provisions of General Assembly resolution 44/206 of 22
December 1989 on the possible adverse effects of sea-level rise on islands and
coastal areas, particularly low-lying coastal areas and the pertinent provisions of
General Assembly resolution 44/172 of 19 December 1989 on the implementation
of the Plan of Action to Combat Desertification,

Recalling further the Vienna Convention for the Protection of the Ozone Layer,
1985, and the Montreal Protocol on Substances that Deplete the Ozone Layer,
1987, as adjusted and amended on 29 June 1990,

Noting the Ministerial Declaration of the Second World Climate Conference
adopted on 7 November 1990,

Conscious of the valuable analytical work being conducted by many States on
climate change and of the important contributions of the World Meteorological
Organization, the United Nations Environment Programme and other organs,
organizations and bodies of the United Nations system, as well as other
international and intergovernmental bodies, to the exchange of results of scientific
research and the coordination of research,

Recognizing that steps required to understand and address climate change will
be environmentally, socially and economically most effective if they are based on
relevant scientific, technical and economic considerations and continually
re-evaluated in the light of new findings in these areas,

Recognizing that various actions to address climate change can be justified
economically in their own right and can also help in solving other environmental
problems,

Recognizing also the need for developed countries to take immediate action in
a flexible manner on the basis of clear priorities, as a first step towards
comprehensive response strategies at the global, national and, where agreed,
regional levels that take into account all greenhouse gases, with due consideration
of their relative contributions to the enhancement of the greenhouse effect,

Recognizing further that low-lying and other small island countries, countries
with low-lying coastal, arid and semi-arid areas or areas liable to floods, drought
and desertification, and developing countries with fragile mountainous ecosystems
are particularly vulnerable to the adverse effects of climate change,




ne special difficulties of those countries, especially developing
countries, WIOse economies are particularly dependent on fossil fuel production,
use and exportation, as a consequence of action taken on limiting greenhouse gas
emissions,

Affirming that responses to climate change should be coordinated with social
and economic development in an integrated manner with a view to avoiding
adverse impacts on the latter, taking into full account the legitimate priority needs
of developing countries for the achievemnent of sustained economic growth and the
eradication of poverty,

. Recognizing that all countries, especially developing countries, need access to
resources required to achieve sustainable social and economic development and
that, in order for developing countries to progress towards that goal, their energy
consumption will need to grow taking into account the possibilities for achieving
greater energy efficiency and for controlling greenhouse gas emissions in general,
including through the application of new technologies on terms which make such
an application economically and socially beneficial,

Determined to protect the climate system for present and future generations,

Have agreed as follows:

DEFINITIONS*

For the purposes of this Convention:

«Adverse effects of climate change» means changes in the physical
environment or biota resulting from climate change which have significant
deleterious effects on the composition, resilience or productivity of natural and
managed ecosystems or on the operation of socio-economic systems or on
human health and welfare.

«Climate change» means a change of climate which is attributed directly or
indirectly to human activity that alters the composition of the global
atmosphere and which is in addition to natural climate variability observed
over comparable time periods.

«Climate system» means the totality of the atmosphere, hydrosphere,
biosphere and geosphere and their interactions.

«Emissions» means the release of greenhouse gases and/or their precursors into
the atmosphere over a specified area and period of time.

«Greenhouse gases» means those gaseous constituents of the atmosphere, both
natural and anthropogenic, that absorb and re-emit infrared radiation.

«Regional economic integration organization» means an organization
constituted by sovereign States of a given region which has competence in
respect of matters governed by this Convention or its protocols and has been
duly authorized, in accordance with its internal procedures, to sign, ratify,
accept, approve or accede to the instruments concerned.

«Reservoir» means a component or components of the climate system where a
greenhouse gas or a precursor of a greenhouse gas is stored.

«Sink» means any process, activity or mechanism which removes a greenhouse
gas, an aerosol or a precursor of a greenhouse gas from the atmosphere.

«Source» means any process or activity which releases a greenhouse gas, an
aerosol or a precursor of a greenhouse gas into the atmosphere.

* Titles of articles are included solely to assist the reader.




OBJECTIVE

The ultimate objective of this Convention and any related legal instruments
that the Conference of the Parties may adopt is to achieve, in accordance with
the relevant provisions of the Convention, stabilization of greenhouse gas
concentrations in the atmosphere at a level that would prevent dangerous
anthropogenic interference with the climate system. Such a level should be
achieved within a time-frame sufficient to allow ecosystems to adapt naturally to
climate change, to ensure that food production is not threatened and to enable
economic development to proceed in a sustainable manner.

PRINCIPLES

In their actions to achieve the objective of the Convention and to implement
its provisions, the Parties shall be guided, inter alia, by the following:

1. The Parties should protect the climate system for the benefit of present and
future generations of humankind, on the basis of equity and in accordance with
their common but differentiated responsibilities and respective capabilities.
Accordingly, the developed country Parties should take the lead in combating
climate change and the adverse effects thereof.

2. The specific needs and special circumstances of developing country Parties,
especially those that are particularly vulnerable to the adverse effects of climate
change, and of those Parties, especially developing country Parties, that would
have to bear a disproportionate or abnormal burden under the Convention, should
be given full consideration.

3. The Parties should take precautionary measures to anticipate, prevent or
minimize the causes of climate change and mitigate its adverse effects. Where
there are threats of serious or irreversible damage, lack of full scientific certainty
should not be used as a reason.for postponing such measures, taking into account
that policies and measures to deal with climate change should be cost-effective so
as to ensure global benefits at the lowest possible cost. To achieve this, such
policies and measures should take into account different socio-economic contexts,
be comprehensive, cover all relevant sources, sinks and reservoirs of greenhouse

gases and adaptation, and comprise all economic sectors. Efforts to a _limate
change may be carried out cooperatively by interested Parties.

4. The Parties have a right to, and should, promote sustainable development.
Policies and measures to protect the climate system against human-induced change
should be appropriate for the specific conditions of each Party and should be
integrated with national development programmes, taking into account that
economic development is essential for adopting measures to address climate
change.

5. The Parties should cooperate to promote a supportive and open international
economic system that would lead to sustainable economic growth and
development in all Parties, particularly developing country Parties, thus enabling
them better to address the problems of climate change. Measures taken to combat
climate change, including unilateral ones, should not constitute a means of
arbitrary or unjustifiable discrimination or a disguised restriction on international
trade. .

COMMITMENTS

1. All Parties, taking into account their common but differentiated responsibilities
and their specific national and regional development priorities, objectives and
circumstances, shall:

(@) Develop, periodically update, publish and make available to the
Conference of the Parties, in accordance with Article 12, national
inventories of anthropogenic emissions by sources and removals by
sinks of all greenhouse gases not controlled by the Montreal Protocol,
using comparable methodologies to be agreed upon by the Conference
of the Parties;

(b) Formulate, implement, publish and regularly update national and,
where appropriate, regional programmes containing measures to
mitigate climate change by addressing anthropogenic emissions by
sources and removals by sinks of all greenhouse gases not controlled by
the Montreal Protocol, and measures to facilitate adequate adaptation
to climate change;
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(d)

(e)
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_note and cooperate in the development, application and diffusion, G
including transfer, of technologies, practices and processes that control,
reduce or prevent anthropogenic emissions of greenhouse gases not
controlled by the Montreal Protocol in all relevant sectors, including
the energy, transport, industry, agriculture, forestry and waste
management sectors;

(a)
Promote sustainable management, and promote and cooperate in the
conservation and enhancement, as appropriate, of sinks and reservoirs
of all greenhouse gases not controlled by the Montreal Protocol,

including biomass, forests and oceans as well as other terrestrial, coastal

and marine ecosystems;

Cooperate in preparing for adaptation to the impacts of climate change;
develop and elaborate appropriate and integrated plans for coastal zone
management, water resources and agriculture, and for the protection
and rehabilitation of areas, particularly in Africa, affected by drought
and desertification, as well as floods;

Take climate change considerations into account, to the extent feasible,
in their relevant social, economic and environmental policies and
actions, and employ appropriate methods, for example impact
assessments, formulated and determined nationally, with a view to
minimizing adverse effects on the economy, on public health and on
the quality of the environment, of projects or measures undertaken by
them to mitigate or adapt to climate change;

Promote and cooperate in scientific, technological, technical, (b)
socio-economic and other research, systematic observation and

development of data archives related to the climate system and

intended to further the understanding and to reduce or eliminate the

remaining uncertainties regarding the causes, effects, magnitude and

timing of climate change and the economic and social consequences of

various response strategies;

Promote and cooperate in the full, open and prompt exchange of

relevant scientific, technological, technical, socio-economic and legal
information related to the climate system and climate change, and to ;
the economic and social consequences of various response strategies;

Promote and cooperate in education, training and public awareness
related to climate change and encourage the widest participation in this
process, including that of non-governmental organizations; and

Communicate to the Conference of the Parties informati
implementation, in accordance with Article 12.

ed to

2. The developed country Parties and other Parties included in Annex | commit
themselves specifically as provided for in the following:

Each of these Parties shall adopt national policies and take
corresponding measures on the mitigation of climate change, by
limiting its anthropogenic emissions of greenhouse gases and
protecting and enhancing its greenhouse gas sinks and reservoirs.
These policies and measures will demonstrate that developed countries
are taking the lead in modifying longer-term trends in anthropogenic
emissions consistent with the objective of the Convention, recognizing
that the return by the end of the present decade to earlier levels of
anthropogenic emissions of carbon dioxide and other greenhouse gases
not controlled by the Montreal Protocol would contribute to such
modification, and taking into account the differences in these Parties’
starting points and approaches, economic structures and resource bases,
the need to maintain strong and sustainable economic growth,
available technologies and other individual circumstances, as well as
the need for equitable and appropriate contributions by each of these
Parties to the global effort regarding that objective. These Parties may
implement such policies and measures jointly with other Parties and
may assist other Parties in contributing to the achievement of the
objective of the Convention and, in particular, that of this
subparagraph;

In order to promote progress to this end, each of these Parties shall
communicate, within six months of the entry into force of the
Convention for it and periodically thereafter, and in accordance with
Article 12, detailed information on its policies and measures referred to
in subparagraph (a) above, as well as on its resulting projected
anthropogenic emissions by sources and removals by sinks of
greenhouse gases not controlled by the Montreal Protocol for the
period referred to in subparagraph (a), with the aim of returning
individually or jointly to their 1990 levels these anthropogenic
emissions of carbon dioxide and other greenhouse gases not controlled
by the Montreal Protocol. This information will be reviewed by the
Conference of the Parties, at its first session and periodically thereafter,
in accordance with Article 7;

L1/ This includes policies and measures adopted by regional economic integration
organizations.
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ulations of emissions by sources and removals by sinks of
eenhouse gases for the purposes of subparagraph (b) above should
take into account the best available scientific knowledge, including of
the effective capacity of sinks and the respective contributions of such
gases to climate change. The Conference of the Parties shall consider
and agree on methodologies for these calculations at its first session and
review them regularly thereafter;

The Conference of the Parties shall, at its first session, review the
adequacy of subparagraphs (a) and (b) above. Such review shall be
carried out in the light of the best available scientific information and
assessment on climate change and its impacts, as well as relevant
technical, social and economic information. Based on this review, the
Conference of the Parties shall take appropriate action, which may
include the adoption of amendments to the commitments in
subparagraphs (a) and (b) above. The Conference of the Parties, at its
first session, shall also take decisions regarding criteria for joint
implementation as indicated in subparagraph (a) above. A second
review of subparagraphs (a) and (b) shall take place not later than 31
December 1998, and thereafter at regular intervals determined by the
Conference of the Parties, until the objective of the Convention is met;

Each of these Parties shall :

(i) Coordinate as appropriate with other such Parties, relevant
economic and administrative instruments developed to achieve
the objective of the Convention; and

(i) Identify and periodically review its own policies and practices
which encourage activities that lead to greater levels of
anthropogenic emissions of greenhouse gases not controlled by
the Montreal Protocol than would otherwise occur;

The Conference of the Parties shall review, not later than 31 December
1998, available information with a view to taking decisions regarding
such amendments to the lists in Annexes I and Il as may be
appropriate, with the approval of the Party concerned;

Any Party not included in Annex [ may, in its instrument of ratification,
acceptance, approval or accession, or at any time thereafter, notify the
Depositary that it intends to be bound by subparagraphs (a) and (b)
above. The Depositary shall inform the other signatories and Parties of
any such notification.

3. The developed country Parties and other developed Parties inclu

Annex Il shall provide new and additional financial resources to meet greed
full costs incurred by developing country Parties in complying with their
obligations under Article 12, paragraph 1. They shall also provide such financial
resources, including for the transfer of technology, needed by the developing
country Parties to meet the agreed full incremental costs of implementing measures
that are covered by paragraph 1 of this Article and that are agreed between a
developing country Party and the international entity or entities referred to in
Article 11, in accordance with that Article. The implementation of these
commitments shall take into account the need for adequacy and predictability in
the flow of funds and the importance of appropriate burden sharing among the
developed country Parties.

4. The developed country Parties and other developed Parties included in
Annex Il shall also assist the developing country Parties that are particularly
vulnerable to the adverse effects of climate change in meeting costs of adaptation
to those adverse effects.

S. The developed country Parties and other developed Parties included in

Annex Il shall take all practicable steps to promote, facilitate and finance, as
appropriate, the transfer of, or access to, environmentally sound technologies and
know-how to other Parties, particularly developing country Parties, to enable them
to implement the provisions of the Convention. In this process, the developed
country Parties shall support the development and enhancement of endogenous
capacities and technologies of developing country Parties. Other Parties and
organizations in a position to do so may also assist in facilitating the transfer of
such technologies.

6. In the implementation of their commitments under paragraph 2 above, a
certain degree of flexibility shall be allowed by the Conference of the Parties to the
Parties included in Annex I undergoing the process of transition to a market
economy, in order to enhance the ability of these Parties to address climate change,
including with regard to the historical level of anthropogenic emissions of
greenhouse gases not controlled by the Montreal Protocol chosen as a reference.

7. The extent to which developing country Parties will effectively implement
their commitments under the Convention will depend on the effective
implementation by developed country Parties of their commitments under the
Convention related to financial resources and transfer of technology and will take
fully into account that economic and social development and poverty eradication
are the first and overriding priorities of the developing country Parties.




8. In 2mentation of the commitments in this Article, the Parties shall
give full deration to what actions are necessary under the Convention,
including actions related to funding, insurance and the transfer of technology, to
meet the specific needs and concerns of developing country Parties arising from the
adverse effects of climate change and/or the impact of the implementation of
response measures, especially on:

(a) Small island countries;
(b) Countries with low-lying coastal areas;

() Countries with arid and semi-arid areas, forested areas and areas liable
to forest decay;

(d) Countries with areas prone to natural disasters;

(e) Countries with areas liable to drought and desertification;

(f) Countries with areas of high urban atmospheric pollution;

(g Countries with areas with fragile ecosystems, including mountainous
ecosystems;

(h) Countries whose economies are highly dependent on income generated
from the production, processing and export, and/or on consumption of
fossil fuels and associated energy-intensive products; and

(i) Land-locked and transit countries.

Further, the Conference of the Parties may take actions, as appropriate, with respect
to this paragraph.

9. The Parties shall take full account of the specific needs and special situations of
the least developed countries in their actions with regard to funding and transfer of
technology.

10. The Parties shall, in accordance with Article 10, take into consideration in the
implementation of the commitments of the Convention the situation of Parties,
particularly developing country Parties, with economiies that are vulnerable to the
adverse effects of the implementation of measures to respond to climate change.
This applies notably to Parties with economies that are highly dependent on
income generated from the production, processing and export, and/or
consumption of fossil fuels and associated energy-intensive products and/or the use
of fossil fuels for which such Parties have serious difficulties in switching to
alternatives.

RESEARCH AND SYSTEMATIC OBSERVATION

In carrying out their commitments under Article 4, paragraph 1(g), the Parties
shall:

(a) Support and further develop, as appropriate, international and
: intergovernmental programmes and networks or organizations aimed at
defining, conducting, assessing and financing research, data collection
and systematic observation, taking into account the need to minimize
duplication of effort;

(b) Support international and intergovernmental efforts to strengthen
systematic observation and national scientific and technical research
capacities and capabilities, particularly in developing countries, and to
promote access to, and the exchange of, data and analyses thereof
obtained from areas beyond national jurisdiction; and

(c) Take into account the particular concerns and needs of developing
countries and cooperate in improving their endogenous capacities and
capabilities to participate in the efforts referred to in subparagraphs (a)
and (b) above.

EDUCATION, TRAINING AND PUBLIC AWARENESS

In carrying out their commitments under Article 4, paragraph 1(i), the Parties
shall:

(@) Promote and facilitate at the national and, as appropriate, subregional
and regional levels, and in accordance with national laws and

regulations, and within their respective capacities:

(i) The development and implementation of educational and public
awareness programmes on climate change and its effects;

(ii) Public access to information on climate change and its effects;
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1blic participation in addressing climate change and its effects
and developing adequate responses; and

(iv) Training of scientific, technical and managerial personnel.

Cooperate in and promote, at the international level, and, where
appropriate, using existing bodies:

(i) The development and exchange of educational and public
awareness material on climate change and its effects; and

(ii) The development and implementation of education and training
programmes, including the strengthening of national institutions
and the exchange or secondment of personnel to train experts in
this field, in particular for developing countries.

CONFERENCE OF THE PARTIES

1. A Conference of the Parties is hereby established.

2. The Conference of the Parties, as the supreme body of this Convention, shall
keep under regular review the implementation of the Convention and any related
legal instruments that the Conference of the Parties may adopt, and shall make,
within its mandate,.the decisions necessary to promote the effective
implementation of the Convention. To this end, it shall:

(@)

(c)

Periodically examine the obligations of the Parties and the institutional
arrangements under the Convention, in the light of the objective of the
Convention, the experience gained in its implementation and the
evolution of scientific and technological knowledge;

Promote and facilitate the exchange of information on measures
adopted by the Parties to address climate change and its effects, taking
into account the differing circumstances, responsibilities and
capabilities of the Parties and their respective commitments under the
Convention;

Facilitate, at the request of two or more Parties, the coordination of
measures adopted by them to address climate change and its effects,
taking into account the differing circumstances, responsibilities and
capabilities of the Parties and their respective commitments under the
Convention;
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(h)
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(k)

(m)

Promote and guide, in accordance with the objective and p s of
the Convention, the development and periodic refinement ¢
comparable methodologies, to be agreed on by the Conference of the
Parties, inter alia, for preparing inventories of greenhouse gas emissions
by sources and removals by sinks, and for evaluating the effectiveness
of measures to limit the emissions and enhance the removals of these
gases;

Assess, on the basis of all information made available to it in
accordance with the provisions of the Convention, the implementation
of the Convention by the Parties, the overall effects of the measures
taken pursuant to the Convention, in particular environmental,
economic and social effects as well as their cumulative impacts and the
extent to which progress towards the objective of the Convention is
being achieved;

Consider and adopt regular reports on the implementation of the
Convention and ensure their publication;

Make recommendations on any matters necessary for the
implementation of the Convention;

Seek to mobilize financial resources in accordance with Article 4,
paragraphs 3, 4 and S, and Article 11;

Establish such subsidiary bodies as are deemed necessary for the
implementation of the Convention;

Review reports submitted by its subsidiary bodies and provide guidance
to them;

Agree upon and adopt, by consensus, rules of procedure and financial
rules for itself and for any subsidiary bodies;

Seek and utilize, where appropriate, the services and cooperation of.
and information provided by, competent international organizations
and intergovernmental and non-governmental bodies; and

Exercise such other functions as are required for the achievement of the
objective of the Convention as well as all other functions assigned to it
under the Convention.

3. The Conference of the Parties shall, at its first session, adopt its own rules of
procedure as well as those of the subsidiary bodies established by the Convention,
which shall include decision-making procedures for matters not already covered by
decision-making procedures stipulated in the Convention. Such procedures may
include specified majorities required for the adoption of particular decisions.
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4. Thef »n of the Conference of the Parties shall be convened by the
interim s€ At referred to in Article 21 and shall take place not later than one
year after the date of entry into force of the Convention. Thereafter, ordinary
sessions of the Conference of the Parties shall be held every year unless otherwise
decided by the Conference of the Parties.

5. Extraordinary sessions of the Conference of the Parties shall be held at such
other times as may be deemed necessary by the Conference, or at the written
request of any Party, provided that, within six months of the request being
communicated to the Parties by the secretariat, it is supported by at least one third
of the Parties.

6. The United Nations, its specialized agencies and the International Atomic
Energy Agency, as well as any State member thereof or observers thereto not Party
to the Convention, may be represented at sessions of the Conference of the Parties
as observers. Any body or agency, whether national or international, governmental
or non-governmental, which is qualified in matters covered by the Convention,
and which has informed the secretariat of its wish to be represented at a session of
the Conference of the Parties as an observer, may be so admitted unless at least one
third of the Parties present object. The admission and participation of observers
shall be subject to the rules of procedure adopted by the Conference of the Parties.

SECRETARIAT

1. A secretariat is hereby established.
2. The functions of the secretariat shall be:

(a) To make arrangements for sessions of the Conference of the Parties and
its subsidiary bodies established under the Convention and to provide
them with services as required;

(b) To compile and transmit reports submitted to it;

©) To facilitate assistance to the Parties, particularly developing country
Parties, on request, in the compilation and communication of
information required in accordance with the provisions of the
Convention;

(d) To prepare reports on its activities and present them to the Conference
of the Parties;

(e) To ensure the necessary coordination with the secretariats of other
relevant international bodies;

) To enter, under the overall guidance of the Conference of the Parties,
into such administrative and contractual arrangements as may be
required for the effective discharge of its functions; and

{g) To perform the other secretariat functions specified in the Co 1
and in any of its protocols and such other functions as may b
determined by the Conference of the Parties.

3. The Conference of the Parties, at its first session, shall designate a permanent
secretariat and make arrangements for its functioning.

SUBSIDIARY BODY FOR SCIENTIFIC
AND TECHNOLOGICAL ADVICE

1. A subsidiary body for scientific and technological advice is hereby established
to provide the Conference of the Parties and, as appropriate, its other subsidiary
bodies with timely information and advice on scientific and technological matters
relating to the Convention. This body shall be open to participation by all Parties
and shall be multidisciptinary. It shall comprise government representatives
competent in the relevant field of expertise. It shall report regularly to the
Conference of the Parties on all aspects of its work.

2. .Under the guidance of the Conference of the Parties, and drawing upon
existing competent international bodies, this body shall:

(a) Provide assessments of the state of scientific knowledge relating to
climate change and its effects;

(b) Prepare scientific assessments on the effects of measures taken in the
implementation of the Convention;

(c) Identify innovative, efficient and state-of-the-art technologies and
know-how and advise on the ways and means of promoting
development and/or transferring such technologies;

(d) Provide advice on scientific programmes, international cooperation in

v research and development related to climate change, as well as on ways
and means of supporting endogenous capacity-building in developing
countries; and

(e) Respond.to scientific, technological and methodological questions that
the Conference of the Parties and its subsidiary bodies may put to the
body.

3. The functions and terms of reference of this body may be further elaborated by
the Conference of the Parties. :




SUBSIDIARY BODY FOR IMPLEMENTATION

1. A subsidiary body for implementation is hereby established to assist the
Conference of the Parties in the assessment and review of the effective
implementation of the Convention. This body shall be open to participation by all
Parties and comprise government representatives who are experts on matters
related to climate change. It shall report regularly to the Conference of the Parties
on all aspects of its work.

2. Under the guidance of the Conference of the Parties, this body shall:

(a) Consider the information communicated in accordance with Article 12,
paragraph 1, to assess the overall aggregated effect of the steps taken by
the Parties in the light of the latest scientific assessments concerning
climate change;

(b) Consider the information communicated in accordance with Article 12,
paragraph 2, in order to assist the Coriference of the Parties in carrying
out the reviews required by Article 4, paragraph 2(d); and

(© Assist the Conference of the Parties, as appropriate, in the preparation
and implementation of its decisions.

FINANCIAL MECHANISM

1. A mechanism for the provision of financial resources on a grant or concessional
basis, including for the transfer of technology, is hereby defined. It shall function
under the guidance of and be accountable to the Conference of the Parties, which
shall decide on its policies, programme priorities and eligibility criteria related to
this Convention. Its operation shall be entrusted to one or more existing
international entities. :

2. The financial mechanism shall have an equitable and balanced representation
of all Parties within a transparent system of governance.

3. The Conference of the Parties and the entity or entities entrusted with the
operation of the financial mechanism shall agree upon arrangements to give effect
to the above paragraphs, which shall include the following:

’ (a) Modalities to ensure that the funded projects to address cli nge
are in conformity with the policies, programme priorities and“®_»ility

criteria established by the Conference of the Parties;

(b) Modalities by which a particular funding decision may be reconsidered
in light of these policies, programme priorities and eligibility criteria;

(c) Provision by the entity or entities of regular reports to the Conference
of the Parties on its funding operations, which is consistent with the
requirement for accountability set out in paragraph 1 above; and

(d) Determination in a predictable and identifiable manner of the amount
of funding necessary and available for the implementation of this
Convention and the conditions under which that amount shall be
periodically reviewed.

4. The Conference of the Parties shall make arrangements to implement the
above-mentioned provisions at its first session, reviewing and taking into account
the interim arrangements referred to in Article 21, paragraph 3, and shall decide
whether these interim arrangements shall be maintained. Within four years
thereafter; the Conference of the Parties shall review the financial mechanism and
take appropriate measures.

5. The developed country Parties may also provide and developing country
Parties avail themselves of, financial resources related to the implementation of the
Convention through bilateral, regional and other multilateral channels.

COMMUNICATION OF INFORMATION
RELATED TO IMPLEMENTATION

1. In accordance with Article 4, paragraph 1, each Party shall communicate to the
Conference of the Parties, through the secretariat, the following elements of
information:

(a) A national inventory of anthropogenic emissions by sources and
removals by sinks of all greenhouse gases not controlled by the
Montreal Protocol, to the extent its capacities permit, using comparable
methodologies to be promoted and agreed upon by the Conference of
the Parties;

(b) A general description of steps taken or envisaged by the Party to ~
implement the Convention; and
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(c) ther information that the Party considers relevant to the
evement of the objective of the Convention and suitable for
inclusion in its communication, including, if feasible, material relevant
for calculations of global emission trends.

2. Each developed country Party and each other Party included in Annex I shall
incorporate in its communication the following elements of information:

(a) A detailed description of the policies and measures that it has adopted
to implement its commitment under Article 4, paragraphs 2(a) and
2(b); and

(b) A specific estimate of the effects that the policies and measures referred

to in subparagraph (a) immediately above will have on anthropogenic
emissions by its sources and removals by its sinks of greenhouse gases
during the period referred to-in Article 4, paragraph 2(a).

3. In addition, each developed country Party and each other developed Party
included in Annex Il shall incorporate details of measures taken in accordance with
Article 4, paragraphs 3, 4 and 5.

4. Developing country Parties may, on a voluntary basis, propose projects for
financing, including specific technologies, materials, equipment, techniques or
practices that would be needed to implement such projects, along with, if possible,
an estimate of all incremental costs, of the reductions of emissions and increments
of removals of greenhouse gases, as well as an estimate of the consequent benefits.

5. Each developed country Party and each other Party included in Annex I shall
make its initial communication within six months of the entry into force of the
Convention for that Party. Each Party not so listed shall make its initial
communication within three years of the entry into force of the Convention for
that Party, or of the availability of financial resources in accordance with Article 4,
paragraph 3. Parties that are least developed countries may make their initial
communication at their discretion. The frequency of subsequent communications
by all Parties shall be determined by the Conference of the Parties, taking into -
account the differentiated timetable set by this paragraph.

6. Information communicated by Parties under this Article shall be transmitted
by the secretariat as soon as possible to the Conference of the Parties and to any
subsidiary bodies concerned. If necessary, the procedures for the communication
of information may be further considered by the Conferencé of the Parties.

From its first session, the Conference of the Parties shall arrange for
rovision to developing country Parties of technical and financial supportyes
request, in compiling and communicating information under this Article, as well as
in identifying the technical and financial needs associated with proposed projects
and response measures under Article 4. Such support may be provided by other
Parties, by competent international organizations and by the secretariat, as
appropriate.

8. Any group of Parties may, subject to guidelines adopted by the Conference of
the Parties, and to prior notification to the Conference of the Parties, make a joint
communication in fulfilment of their obligations under this Article, provided that
such a communication includes information on the fulfilment by each of these
Parties of its individual obligations under the Convention.

9. Information received by the secretariat that is designated by a Party as
confidential, in accordance with criteria to be established by the Conference of the
Parties, shall be aggregated by the secretariat to protect its confidentiality before
being made available to any of the bodies involved in the communication and
review of information.

10. Subject to paragraph 9 above, and without prejudice to the ability of any Party
to make public its communication at any time, the secretariat shall make
communications by Parties under this Article publicly available at the time they are
submitted to the Conference of the Parties.

RESOLUTION OF QUESTIONS
REGARDING IMPLEMENTATION

The Conference of the Parties shall, at its first session, consider the
establishment of a multilateral consultative process, available to Parties on their
request, for the resolution of questions regarding the implementation of the
Convention.




SETTLEMENT OF DISPUTES

1. In the event of a dispute between any two or more Parties concerning the
interpretation or application of the Convention, the Parties concerned shall seek a
settlement of the dispute through negotiation or any other peaceful means of their
own choice.

2. When ratifying, accepting, approving or acceding to the Convention, or at any
time thereafter, a Party which is not a regional economic integration organization
may declare in a written instrument submitted to the Depositary that, in respect of
any dispute concerning the interpretation or application of the Convention, it
recognizes as compulsory ipso facto and without special agreement, in relation to
any Party accepting the same obligation:

(a) Submission of the dispute to the International Court of Justice, and/or

(b) Arbitration in accordance with procedures to be adopted by the
Conference of the Parties as soon as practicable, in an annex on
arbitration.

A Party which is a regional economic integration organization may make a
declaration with like effect in relation to arbitration in accordance with the
procedures referred to in subparagraph (b) above.

3. A declaration made under paragraph 2 above shall remain in force until it
expires in accordance with its terms or until three months after written notice of its
revocation has been deposited with the Depositary.

4. A new declaration, a notice of revocation or the expiry of a declaration shall
not in any way affect proceedings pending before the International Court of Justice
or the arbitral tribunal, unless the parties to the dispute otherwise agree.

5. Subject to the operation of paragraph 2 above, if after twelve months following
notification by one Party to another that a dispute exists between them, the Parties
concerned have not been able to settle their dispute through the means mentioned
in paragraph 1 above, the dispute shall be submitted, at the request of any of the
parties to the dispute, to conciliation.

6. A conciliation commission shall be created upon the request of one of the
parties to the dispute. The commission shall be composed of an equal number of
members appointed by each party concerned and a chairman chosen jointly by the
members appointed by each party. The commission shall render a recommendatory
award, which the parties shall consider in good faith.

Additional procedures relating to conciliation shall be adopted by t
Conference of the Parties, as soon as practicable, in an annex on conciliation.

8. The provisions of this Article shall apply to any related legal instrument which
the Conference of the Parties may adopt, unless the instrument provides otherwise.

AMENDMENTS TO THE CONVENTION

1. Any Party may propose amendments to the Convention.

2. Amendments to the Convention shall be adopted at an ordinary session of the
Conference of the Parties. The text of any proposed amendment to the
Convention shall be communicated to the Parties by the secretariat at least six
months before the meeting at which it is proposed for adoption. The secretariat
shall also communicate proposed amendments to the signatories to the
Convention and, for information, to the Depositary.

3. The Parties shall make every effort to reach agreement on any proposed
amendment to the Convention by consensus. If all efforts at consensus have been
exhausted, and no agreement reached, the amendment shall as a last resort be
adopted by a three-fourths majority vote of the Parties present and voting at the
meeting. The adopted amendment shall be communicated by the secretariat to the

"Depositary, who shall circulate it to all Parties for their acceptance.

4. Instruments of acceptance in respect of an amendment shall be deposited with
the Depositary. An amendment adopted in accordance with paragraph 3 above
shall enter into force for those Parties having accepted it on the ninetieth day after
the date of receipt by the Depositary of an instrument of acceptance by at least
three fourths of the Parties to the Convention.

5. The amendment shall enter into force for any other Party on the ninetieth dav
after the date on which that Party deposits with the Depositary its instrument of
acceptance of the said amendment.

6. For the purposes of this Article, «Parties present and voting~ means Parties
present and casting an affirmative or negative vote.




ADOPTION AND AMENDMENT OF ANNEXES
TO THE CONVENTION

1. Annexes to the Convention shall form an integral part thereof and, unless
otherwise expressly provided, a reference to the Convention constitutes at the
same time a reference to any annexes thereto. Without prejudice to the provisions
of Article 14, paragraphs 2(b) and 7, such annexes shall be restricted to lists, forms
and any other material of a descriptive nature that is of a scientific, technical,
procedural or administrative character.

2. Annexes to the Convention shall be proposed and adopted in accordance with
the procedure set forth in Article 15, paragraphs 2, 3 and 4.

3. An annex that has been adopted in accordance with paragraph 2 above shall
enter into force for all Parties to the Convention six months after the date of the
communication by the Depositary to such Parties of the adoption of the annex,
except for those Parties that have notified the Depositary, in writing, within that
period of their non-acceptance of the annex. The annex shall.enter into force for
Parties which withdraw their notification of non-acceptance on the ninetieth day
after the date on which withdrawal of such notification has been received by the
Depositary. :

4. The proposal, adoption and entry into force of amendments to annexes to the
Convention shall be subject to the same procedure as that for the proposal,
adoption and entry into force of annexes to the Convention in accordance with
paragraphs 2 and 3 above.

5. If the adoption of an annex or an amendment to an annex involves an
amendment to the Convention, that annex or amendment to an annex shall not
enter into force until such time as the amendment to the Convention enters into
force.

PROTOCOLS

1. The Conference of the Parties may, at any ordinary session, adopt protocols to
the Convention.

2. The text of any proposed protocol shall be communicated to the Parties by the
secretariat at least six months before such a session.

The requirements for the entry into force of any protocol shall be es d
y that instrument.

4. Only Parties to the Convention may be Parties to a protocol.

5. Decisions under any protocol shall be taken only by the Parties to the protocol
concerned. '

RIGHT TO VOTE

1. Each Party to the Convention shall have one vote, except as provided for in
paragraph 2 below.

2. Regional economic integration organizations, in matters within their
competence, shall exercise their right to vote with a number of votes equal to the
number of their member States that are Parties to the Convention. Such an
organization shall not exercise its right to vote if any of its member States exercises
its right, and vice versa.

DEPOSITARY

The Secretary-General of the United Nations shall be the Depositary of the
Convention and of protocols adopted in accordance with Article 17.

SIGNATURE

This Convention shall be open for signature by States Members of the United
Nations or of any of its specialized agencies or that are Parties to the Statute of the
International Court of Justice and by regional economic integration organizations
at Rio de Janeiro, during the United Nations Conference on Environment and
Development, and thereafter at United Nations Headquarters in New York from
20 June 1992 to 19 June 1993.
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INTERIM ARRANGEMENTS

1. The secretariat functions referred to in Article 8 will be carried out on an
interim basis by the secretariat established by the General Assembly of the
United Nations in its resolution 45/212 of 21 December 1990, until the
completion of the first session of the Conference of the Parties.

2. The head of the interim secretariat referred to in paragraph 1 above will
cooperate closely with the Intergovernmental Panel on Climate Change to ensure
that the Panel can respond to the need for objective scientific and technical advice.
Other relevant scientific bodies could also be consulted.

3. The Global Environment Facility of the United Nations Development
Programme, the United Nations Environment Programme and the International
Bank for Reconstruction and Development shall be the international entity
entrusted with the operation of the financial mechanism referred to in Article 11
on an interim basis. In this connection, the Global Environment Facility should be
appropriately restructured and its membership made universal to enable it to fulfil
the requirements of Article 11.

RATIFICATION, ACCEPTANCE,
APPROVAL OR ACCESSION

1. The Convention shall be subject to ratification, acceptance, approval or
accession by States and by regional economic integration organizations. It shall be
open for accession from the day after the date on which the Convention is closed
for signature. Instruments of ratification, acceptance, approval or accession shall
be deposited with the Depositary.

2. Any regional economic integration organization which becomes a Party to the
Convention without any of its member States being a Party shall be bound by all
the obligations under the Convention. In the case of such organizations, one or
more of whose member States is a Party to the Convention, the organization and
its member States shall decide on their respective responsibilities for the
performance of their obligations under the Convention. In such cases, the
organijzation and the member States shall not be entitled to exercise rights under
the Convention concurrently.

In their instruments of ratification, acceptance, approval or accessic hnal
conomic integration organizations shall declare the extent of their com Mce
with respect to the matters governed by the Convention. These organizations shall
also inform the Depositary, who shall in turn inform the Parties, of any substantial
modification in the extent of their competence.

ENTRY INTO FORCE

1. The Convention shall enter into force on the ninetieth day after the date of
deposit of the fiftieth instrument of ratification, acceptance, approval or accession.

2. For each State or regional economic integration organization that ratifies,
accepts or approves the Convention or accedes thereto after the deposit of the
fiftieth instrument of ratification, acceptance, approval or accession, the
Convention shall enter into force on the ninetieth day after the date of deposit by
such State or regional economic integration organization of its instrument of
ratification, acceptance, approval or accession.

3. For the purposes of paragraphs 1 and 2 above, any instrument deposited by a
regional economic integration organization shall not be counted as additional to
those deposited by States members of the organization.

RESERVATIONS

No reservations may be made to the Convention.




WITHDRAWAL

1. At any time after three years from the date on which the Convention has
entered into force for a Party, that Party may withdraw from the Convention by
giving written notification to the Depositary.

2. Any such withdrawal shall take effect upon expiry of one year from the date of
receipt by the Depositary of the notification of withdrawal, or on such later date as
may be specified in the notification of withdrawal.

3. Any Party that withdraws from the Convention shall be considered as also
having withdrawn from any protocol to which it is a Party.

AUTHENTIC TEXTS

The original of this Convention, of which the Arabic, Chinese, English, French,
Russian and Spanish texts are equally authentic, shall be deposited with the
Secretary-General of the United Nations.

IN WITNESS WHEREOF the undersigned, being duly authorized to that
effect, have signed this Convention.

DONE at New York this ninth day of May one thousand nine hundred and
ninety-two.
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Countries that are undergoing the process of transition to a market economy.
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THE WHITE HOUSE
Office of the Press Secretary

For Immediate Release October 22, 1997

REMARKS BY THE PRESIDENT
ON GLOBAL CLIMATE CHANGE

National Geographic Society
Washington, D.C.

2:57T PM.EDT

THE PRESIDENT: Thank you very much. Mr. Murphy, Mr. Vice President, to all of you
who are here. I thank especially the members of Congress who are here, the leaders of labor
and business who are here, all the members of the administration, and especially the White
House staff members that the Vice President mentioned and the Secretary of Energy, the
Administrator of the EPA, and the others who have helped us to come to this moment.

On the way in here we were met by the leaders of the National Geographic, and I
complimented them on their recent two-part series on the Roman Empire. It's a fascinating
story of how the Empire rose, how it sustained itself for hundreds of years, why it fell, and
speculations on what, if any, relevance it might have to the United States and, indeed, the
West.

And one of the gentlemen said, well, you know, we got a lot of interesting comments on that,
including a letter referencing a statue we had of the bust of Emperor Vespasian. And one of
our readers said, why in the world did you put a statue of Gene Hackman in a piece on the
Roman Empire? (Laughter.) And I say that basically to say, in some senses, the more things
change, the more they remain the same. (Laughter.)

For what sustains any civilization, and now what will sustain all of our civilizations, is the
constant effort at renewal, the ability to avoid denial and to proceed into the future in a way
that is realistic and humane, but resolute. Six years ago tomorrow, not long after I started
running for President, I went back to my alma mater at Georgetown and began a series of
three speeches outlining my vision for America in the 21st century -- how we could keep the
American Dream alive for all of our people, how we could maintain America's leadership for
peace and freedom and prosperity, and how we could come together across the lines that
divide us as one America.

And together, we've made a lot of progress in the last nearly five years now that the Vice
President and I have been privileged to work at this task. At the threshold of a new century,
our economy is thriving, our social fabric is mending, we've helped to lead the world toward
greater peace and cooperation.



I think this has happened, in no small measure, in part because we had a different philosophy about
the role of government. Today, it is smaller and more focused and more oriented toward giving
people the tools and the conditions they need to solve their own problems and toward working in
partership with our citizens. More important, I believe it's happened because we made tough

choices but not false choices. ‘

On the economy, we made the choice to balance the budget and to invest in our people and our
future. On crime, we made the choice to be tough and smart about prevention and changing the
conditions in which crime occurs. On welfare, we made the choice to require work, but also to
support the children of people who have been on welfare. On families, we made the choice to help
parents find more and better jobs and to have the necessary time and resources for their children.
And on the environment, we made the choice to clean our air, water, and land, to improve our food

supply, and to grow the economy.

This kind of commonsense approach, rooted in our most basic values and our enduring optimism
about the capacity of free people to meet the challenges of every age must be brought to bear on the
work that remains to pave the way for our people and for the world toward a new century and a new

millenium.

Today we have a clear responsibility and a golden opportunity to conquer one of the most important
challenges of the 21st century -- the challenge of climate change -- with an environmentally sound

and economically strong strategy, to achieve meaningful reductions in greenhouse gases in the

United States and throughout the industrialized and the developing world. It is a strategy that, if

properly implemented, will create a wealth of new opportunities for entrepreneurs at home, uphold

our leadership abroad, and haress the power of free markets to free our planet from an unacceptable

risk; a strategy as consistent with our commitment to reject false choices. ‘

America can stand up for our national interest and stand up for the common interest of the
international community. America can build on prosperity today and ensure a healthy planet for our
children tomorrow.

In so many ways the problem of climate change reflects the new realities of the new century. Many
previous threats could be met within our own borders, but global warming requires an international
solution. Many previous threats came from single enemies, but global warming derives from millions
of sources. Many previous threats posed clear and present danger; global warming is far more subtle,
warning us not with roaring tanks or burning rivers but with invisible gases, slow changes in our
surroundings, increasingly severe climatic disruptions that, thank God, have not yet hit home for
most Americans. But make no mistake, the problem is real. And if we do not change our course
now, the consequences sooner or later will be destructive for America and for the world.

The vast majority of the world's climate scientists have concluded that if the countries of the world
do not work together to cut the emission of greenhouse gases, then temperatures will fise and will
disrupt the climate. In fact, most scientists say the process has already begun. Disruptive weather
events are increasing. Disease-bearing insects are moving to areas that used to be too cold for them.
Average temperatures are rising. Glacial formations are receding.

Scientists don't yet know what the precise consequences will be. But we do know enough now to
know that the Industrial Age has dramatically increased greenhouse gases in the




atmosphere, where they take a century or more to dissipate; and that thc? process must be
slowed, then stopped, then reduced if we want to continue our economic progress and
preserve the quality of life in the United States and throughout our planet. We know what we
have to do.

Greenhouse gas emissions are caused mostly by the inefficient burning of coal or oil for.
energy. Roughly a third of these emissions come from industry, a third from transportation, a
third from residential and commercial buildings. In each case, the conversion of fuel to
energy use is extremely inefficient and could be made much cleaner with existing
technologies or those already on the horizon, in ways that will not weaken the economy but
in fact will add to our strength in new businesses and new jobs. If we do this properly, we
will not jeopardize our prosperity -- we will increase it.

With that principle in mind, I'm announcing the instruction I'm giving to our negotiators as
they pursue a realistic and effective international climate change treaty. And I'm announcing a
far-reaching proposal that provides flexible market-based and cost-effective ways to achieve
meaningful reductions here in America. I want to emphasize that we cannot wait until the
treaty is negotiated and ratified to act. The United States has less than 5 percent of the world's
people, enjoys 22 percent of the world's wealth, but emits more than 25 percent of the world's
greenhouse gases. We must begin now to take out our insurance policy on the future.

In the international climate negotiations, the United States will pursue a comprehensive
framework that includes three elements, which, taken together, will enable us to build a
strong and robust global agreement. First, the United States proposes at Kyoto that we
commit to the binding and realistic target of returning to emissions of 1990 levels between
2008 and 2012. And we should not stop there. We should commit to reduce emissions below
1990 levels in the five-year period thereafter, and we must work toward further reductions in
the years ahead.

The industrialized nations tried to reduce emissions to 1990 levels once before with a
voluntary approach, but regrettably, most of us -- including especially the United States -- fell
short. We must find new resolve to achieve these reductions, and to do that we simply must
commit to binding limits.

Second, we will embrace flexible mechanisms for meeting these limits. We propose an
innovative, joint implementation system that allows a firm in one country to invest in a
project that reduces emissions in another country and receive credit for those reductions at
home. And we propose an international system of emissions trading. These innovations will
cut worldwide pollution, keep costs low, and help developing countries protect their
environment, too, without sacrificing their economic growth.

Third, both industrialized and developing countries must participate in meeting the challenge
of climate change. The industrialized world must lead, but developing countries also must be
engaged. The United States will not assume binding obligations unless key developing
nations meaningfully participate in this effort.

As President Carlos Menem stated forcefully last week when I visited him in Argentina, a
global problem such as climate change requires a global answer. If the entire industrialized
world reduces emissions over the next several decades, but emissions from the developing
world continue to grow at their current pace, concentrations of greenhouse gasses in the
atmosphere will continue to climb. Developing countries have an opportunity to chart a
different energy future consistent with their growth potential and their legitimate economic



aspirations.

What Argentina, with dramatic projected economic growth, recognizes is true for other
countries as well: We can and we must work together on this problem in a way that benefits
us all. Here at home, we must move forward by unleashing the full power of free markets and
technological innovations to.meet the challenge of climate change. I propose a sweeping plan
to provide incentives and lift road blocks to help our companies and our citizens find new
and creative ways of reducing greenhouse gas emissions.

First, we must enact tax cuts and make research and development investments worth up to $5
billion over the next five years -- targeted incentives to encourage energy efficiency and the
use of cleaner energy sources.

Second, we must urge companies to take early actions to reduce emissions by ensuring that
they receive appropriate credit for showing the way.

Third, we must create a market system for reducing emissions wherever they can be achieved
most mexpenswely, here or abroad; a system that wﬂl draw on our successful experience
with acid rain permit trading.

Fourth, we must reinvent how the federal government, the nation's largest energy consumer,
buys and uses energy. Through new technology, renewable energy resources, innovative
partnerships with private firms and assessments of greenhouse gas emissions from major
federal projects, the federal government will play an important role in helping our nation to
meet its goal. Today, as a down payment on our million solar roof initiative, I commit the
federal government to have 20,000 systems on federal buildings by 2010.

Fifth, we must unleash competition in the electricity industry, to remove outdated regulations
and save Americans billions of dollars. We must do it in a way that leads to even greater
progress in cleaning our air and delivers a significant down payment in reducing greenhouse
gas emissions. Today, two-thirds of the energy used to provide electricity is squandered in
waste heat. We can do much, much better.

Sixth, we must continue to encourage key industry sectors to prepare their own greenhouse
gas reduction plans. And we must, along with state and local government, remove the barriers
to the most energy efficient usage possible. There are ways the federal government can help
industry to achieve meaningful reductions voluntarily, and we will redouble our efforts to do
$0.

This plan is sensible and sound. Since it's a long-term problem requiring a long-term
solution, it will be phased in over time. But we want to get moving now. We will start with
our package of strong market incentives, tax cuts, and cooperative efforts with industry. We
want to stimulate early action and encourage leadership. And as we reduce our emissions
over the next decade with these efforts, we will perform regular reviews to see what works
best for the environment, the economy, and our national security.

After we have accumulated a decade of experience, a decade of data, a decade of
technological innovation, we will launch a broad emissions trading initiative to ensure that
we hit our binding targets. At that time, if there are dislocations caused by the changing
patterns of energy use in America, we have a moral obligation to respond to those to help the
workers and the enterprises affected -- no less than we do today by any change in our
economy which affects people through no fault of their own.




This plan plays to our strengths -- innovation, creativity, entrepreneurship. Our companies
already are showing the way by developing tremendous environmental technologies and
implementing commonsense conservation solutions.

Just yesterday, Secretary Pena announced a dramatic breakthrough in fuel cell technology,
funded by the Department of Energy research -- a breakthrough that will clear the way toward
developing cars that are twice as efficient as today's models and reduce pollution by 90
percent. The breakthrough was made possible by our path-breaking partnership with the auto
industry to create a new generation of vehicles. A different design, producing similar results,
has been developed by a project funded by the Defense Advanced Research Products Agency
and the Commerce Department's National Institute of Science and Technology.

The Energy Department discovery is amazing in what it does. Today, gasoline is used very
inefficiently in internal combustion engines -- about 80 percent of its energy capacity is lost.
The DOE project announced yesterday by A.D. Little and Company uses 84 percent of the
gasoline directly going into the fuel cell. That's increased efficiency of more than four times
traditional engine usage.

And I might add, from the point of view of all the people that are involved in the present
system, continuing to use gasoline means that you don't have to change any of the
distribution systems that are out there. It's a very important, but by no means the only,
discovery that's been made that points the way toward the future we have to embrace.

I also want to emphasize, however, that most of the technologies available for meeting this
goal through market mechanisms are already out there -- we simply have to take advantage of
them. For example, in the town of West Branch, Iowa, a science teacher named Hector Ibarra
challenged his 6th graders to apply their classroom experiments to making their school more
energy efficient. The class got a $14,000 loan from a local bank and put in place easily
available solutions. The students cut the energy use in their school by 70 percent. Their
savings were so impressive that the bank decided to upgrade its own energy efficiency.
(Laughter.)

Following the lead of these 6th graders -- (laughter) -- other major companies in America
have shown similar results. You have only to look at the proven results achieved by
companies like Southwire, Dow Chemical, Dupont, Kraft, Interface Carpetmakers, and any
number of others in every sector of our economy to see what can be done.

Our industries have produced a large group of efficient new refrigerators, computers,
washer/dryers, and other appliances that use far less energy, save money, and cut pollution.
The revolution in lighting alone is truly amazing. One compact fluorescent lamp, used by one
person over its lifetime, can save nearly a ton of carbon dioxide emissions from the
atmosphere, and save the consumer money.

If over the next 15 years everyone were to buy only those energy-efficient products marked in
stores with EPA's distinctive "Energy Star" label, we could shrink our energy bills by a total
of about $100 billion over the next 15 years and dramatically cut greenhouse gas emissions.

Despite these win-win innovations and commitments that are emerging literally every day,
know full well that some will criticize our targets and timetables as too ambitious. And, of
course, others will say we haven't gone far enough. But before the debate begins in earnest,
let's remember that over the past generation, we've produced tremendous environmental



progress, including in the area of energy efficiency, at far less expense than anyone could
have imagined. And in the process, whole new industries have been built.

In the past three decades, while our economy has grown, we have raised, not lowered, the
standards for the water our children drink. While our factories have been expanding, we have
required them to clean up their toxic waste. While we've had record numbers of new homes,
our refrigerators save more energy and more money for our consumers.

In 1970, when smog was choking our cities, the federal government proposed new standards
for tailpipe emissions. Many environmental leaders claim the standards would do little to
head off catastrophe. Industry experts predicted the cost of compliance would

devastate the industry. It turned out both sides were wrong. Both underestimated the
ingenuity of the American people. Auto makers comply with today's much stricter emissions
standards for far less than half the cost predicted, and new cars emit on average only 5
percent of the pollutants of the cars built in 1970.

We've seen this pattern over and over and over again. We saw it when we joined together in
the "70s to restrict the use of the carcinogen, vinyl chloride. Some in the plastics industry
predicted massive bankruptcies, but chemists discovered more cost-effective substitutes and
the industries thrived. We saw this when we phased out lead and gasoline. And we see it in
our acid rain trading program -- now 40 percent ahead of schedule -- at costs less than 50
percent of even the most optimistic cost projections. We see it as the chlorofluorocarbons are
being taken out of the atmosphere at virtually no cost in ways that apparently are begmmng
finally to show some thickening of the ozone layer again.

The lesson here is simple: Environmental initiatives, if sensibly designed, flexibly
implemented, cost less than expected and provide unforseen economic opportunities. So
while we recognize that the challenge we take on today is larger than any environmental
mission we have accepted in the past, climate change can bring us together around what
America does best -- we innovate, we compete, we find solutions to problems, and we do it
in a way that promotes entrepreneurship and strengthens the American economy.

If we do it right, protecting the climate will yield not costs, but profits; not burdens, but
benefits; not sacrifice, but a higher standard of living. There is a huge body of business
evidence now showing that energy savings give better service at lower cost with higher
profit. We have to tear down barriers to successful markets and we have to create incentives
to enter them. I call on American business to lead the way, but I call upon government at
every level -- federal, state, and local -- to give business the tools they need to get the job
done, and also to set an example in all our operations.

And let us remember that the challenge we face today is not simply about targets and
timetables. It's about our most fundamental values and our deepest obligations.

Later today, I'm going to have the honor of meeting with Ecumenical Patriarch Bartholomew
I, the spiritual leader of 300,000,000 Orthodox Christians -- a man who has always stressed
the deep obligations inherent in God's gift to the natural world. He reminds us that the first
part of the word "ecology"” derives from the Greek word for house. In his words, in order to
change the behavior toward the house we all share, we must rediscover spiritual linkages that
may have been lost and reassert human values. Of course, he is right. It is our solemn
obligation to move forward with courage and foresight to pass our home on to our children
and future generations.




I hope you believe with me that this is just another challenge in America's long history, one
that we can meet in the way we have met all past challenges. I hope that you believe with me
that the evidence is clear that we can do it in a way that grows the economy, not with denial,
but with a firm and glad embrace of yet another challenge of renewal. We should be glad that
we are alive today to embrace this challenge, and we should do it secure in the knowledge
that our children and grandchildren will thank us for the endeavor.

Thank you very much. (Applause.)



PRESIDENT CLINTON ANNOUNCES THE UNITED STATES
- CLIMATE CHANGE POLICY

NATIONAL GEOGRAPHIC SOCIETY

GILBERT H. GROSVENOR AUDITORIUM
Washington, D.C.

October 22,1997
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Global climate change is the premier environmental challenge and opportunity of the 21st
century, and the risks it poses justify sensible preventive steps. Addressing this issue is one of the
United States’ greatest imperatives, for this and future generations. Recognizing the solid foundation
of climate science, President Clinton is committed to strong and sensible action to reduce greenhouse
gas emissions -- including realistic and binding emissions targets.

Key elements of President Clinton’s climate change proposal include:

. Binding Targets to Reach 1990 Emissions Levels by 2008-2012 and Reductions
Below 1990 Levels in the 5-Year Period That Follows. A critical component of the
President’s comprehensive framework is a realistic, achievable, and binding target of
reducing greenhouse emissions to 1990 levels by 2008-2012 and reductions below
1990 levels in the 5-year period that follows.

. $S Billion Program of Tax Cuts and R&D for New Technologies. To spur energy
efficiency and the development of new technologies, the President proposes a major
new package of tax cuts and R&D spending amounting to $5 billion over five years.

. Industry-by-Industry Consultations and Early Credit. The Administration
challenges key industries to prepare plans over the next 9 months on how they can best
reduce emissions. To provide an incentive for near-term actions to cut emissions, the
President is committed to ensuring appropriate rewards for firms that act early.

. Developing Countries Must Participate. Climate change is a global problem, and
requires a global solution. That’s why the United States has spear-headed joint
implementation projects, and the President has committed that the United States will
not adopt binding obligations without developing country participation.

. Broad-Based Domestic and International Emissions Trading System Begins After
A Decade of Experience Has Accumulated. The President is committed to a market-
based emissions trading system, both domestically and internationally, that will
harness the power of the market to reduce emissions to 1990 levels by 2008-2012. The
trading system would begin after a decade’s worth of experience with tax incentives,
R&D, early credit, electricity restructuring, Federal efforts, and other measures.

BINDING TARGETS: The U.S. binding target is realistic: It seeks to return U.S. emissions to 1990
levels in the period 2008-2012 and reduce them further thereafter. We reject the European proposal for
more stringent early reductions, as well as the “do-nothing” approach of some interests. The target is
achievable: By providing incentives for early action to reduce emissions, attacking domestic energy
inefficiencies, and putting in place a market-based emissions trading system, we can reach 1990 levels
in the proposed time frame with minimal economic costs. And it is meaningful: Achieving 1990 levels
in the period 2008-2012 would amount to almost a 30 percent reduction off a business-as-usual path.
an important first step on the road toward stabilizing greenhouse gas concentrations in the atmosphere.




SOLID PRINCIPLES: The President’s five climate change principles include: that the policies

should be guided by science, rely on market-based. common-sense tools, that we should seek win-win
: solutions, that global participation is essential to addressing the global problem of climate change, and
‘that we must have regular common-sense reviews of the economics and science of climate change.

SOUND AND SENSIBLE THREE-STAGE APPROACH: Reflecting his five key principles, the
President’s plan includes three stages: Stage | includes priming the pump through programs such as
R&D, tax incentives, incentives for early action, and Federal leadership, and industry consultations.
Stage 2 builds upon the first stage by including a review and evaluation in preparation for the permit
trading system. Stage 3 -- which does not occur for a decade -- involves meeting binding targets
through a domestic and international emissions trading program. The President is committed to
working with labor and Congress to insure that we give proper assistance to any workers dislocated by
the changes in energy usage inherent in any climate change plan.

INITIAL ACTION PLAN: The President’s immediate action plan includes 9 elements:

1. 85 Billion in Tax Cuts and Federal R&D: To spur energy efficiency and encourage the development
and deployment of lower-carbon energy sources, the Administration supports a major new package of
tax cuts and R&D spending amounting to $5 billion over five years.

2. Credit for Early Action: To provide an immediate incentive for near-term actions, the President is
committed to ensuring that firms acting early are rewarded appropriately.

. Industry-by-Industry Consultations: The Administration challenges key industry sectors to prepare
lans over the next 9 months on how they can best reduce emissions.

4. Encouraging the Use of Energy-Efficient Products: The President will complement his tax
incentives, commitment to early action credit, and industry consultations by engaging in a broad-based
effort to expand the use of existing energy-efficient technologies.

5. Federal Procurement and Energy Use: The Department of Energy will spearhead a comprehensive
effort to reduce greenhouse gas emissions from Federal sources.

6. Elecrricity Restructuring: To deliver a significant downpayment on emission reductions, while
saving consumers billions, we will pursue a bold plan for electricity restructuring.

7. Setting a Concentration Goal: The United States supports developing a specific, long-term
concentration goal with the assistance of the National Academy of Sciences and other bodies.

8. Bilateral Dialogues: In addition to pursuing agreement in Kyoto, the Administration will pursue
bilateral dialogues with key developing countries 1o promote clean energy.

9. Economics and Science Reviews: The President proposes regular scientific and economic reviews.
These reviews will ensure that policy-makers have the best possible information on climate change.

WIN-WIN: There are numerous win-win solutions to reducing carbon emissions. For example, a
reakthrough in fuel cell technology announced vesterday will clear the way toward developing cars
that are three times as efficient as today’s models -- cutting pollution while also cutting driving costs.



INITIAL CLIMATE CHANGE ACTIONS
October 22, 1997

President Clinton has proposed nine immediate actions to begin addressing climate change:

1. Tax Cuts and Federal R&D: To spur energy efficiency and the development of lower-carbon
energy sources, the Administration supports a major new package of tax cuts and R&D spending
amountng to $5 billion over five years. Many of the ideas from the recent report of the President’s
Committee on Science and Technology (PCAST) will be considered in constructing this package.

2. Credit for Early Action: To provide an immediate incentive for near-term actions to cut emissions,
the Administration is committed to ensuring that firms which act early are rewarded appropriately. We
will work with companies to build a program that appropriately rewards those who take prompt and
early actions before the beginning of the mandatory emissions budget period in Stage 3.

3. Industry-by-Industry Consultations: The Administration challenges key industry sectors to prepare
plans over the next 9 months on how they can best reduce emissions, including how the Federal
government can remove regulatory hurdles that discourage energy efficiency. The Administration will
work in partnership with industry to develop sensible efficiency standards in a variety of areas.

4. Encouraging the Use of Energy-Efficient Products: As the Department of Energy’s 5-Labs study
illustrates, many existing technologies produce win-win solutions to reducing carbon emissions -- but
nonetheless are still not widely used. The President is committed to expanding their reach. He will
therefore complement his other programs by engaging in a broad-based effort to expand the use of
existing energy-efficient technologies -- while also spurring the development of new technologies.

5. Federal Procurement and Energy Use: To reduce greenhouse gas emissions from Federal sources,
DOE will spearhead a comprehensive effort that includes expanded performance contracting to make
Federal buildings more energy-efficient, improved Federal procurement of energy-efficient technology,
and partnerships to improve the energy efficiency of Federal aircraft, ships and vehicles. Federal
agencies will also be called upon to assess emissions in major initiatives.

6. Electricity Restructuring: To spur further efforts to clean our air and deliver a downpayment on
greenhouse gas emission reductions, while saving consumers billions, we will pursue a boid plan to
restructure the energy sector. It is time to change the rules that are often more than 70 years old --
stifling innovations that can save money and impede newer, cleaner technologies.

7. Setting a Concentration Goal for Greenhouse Gases in the Atmosphere: The goal of the existing
climate treaty is to stabilize concentrations of greenhouse gases, but the specific concentration has
never been defined. The U.S. supports developing a specific, long-term goal, with the assistance of
the National Academy of Science and other appropriate bodies.

8. Bilateral Dialogues: In addition to pursuing agreement in Kyoto, the Administration will pursue
bilateral dialogues with key developing countries to promote clean energy.

9. Economics and Science Reviews: The President proposes regular scientific and economic
reviews. to ensure that policy-makers have the best possible information on climate change.
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PRESIDENT CLINTON’S FIVE CLIMATE CHANGE PRINCIPLES
October 22, 1997

Global climate change is the premier environmental challenge and opportunity of the 21st
century, and the risks it poses justify sensible preventive steps. Addressing this issue is one of
the United States’ greatest imperatives, for this and future generations. Recognizing the solid
Sfoundation of climate science, President Clinton is committed to strong and sensible action to
reduce greenhouse gas emissions -- including realistic and binding emissions targels.

Presidem Clinton’s climate change plan is based on five key principles:

. Guided by science. The vast majority of the world’s scientists have concluded that if the
countries of world do not work together to cut greenhouse gas emissions, temperatures will rise
and disrupt the global climate. Indeed, most scientists say this process has already begun. But
there is much we still don’t know about how the climate and human health will react to
increased greenhouse gas concentrations. That’s why the President’s plan includes regular
science reviews, to ensure that our policies are guided by the best science available.

. Market-based, common-sense tools. We have learned that the costs of protecting the
environment is substantially lower if we hamess the power of markets to do so. That’s why the
President’s plan emphasizes flexible and market-based mechanisms. His plan includes a
domestic and international permit trading system for greenhouse gas emissions, similar to the
highly successful permit trading system that has dramatically cut acid rain at a fraction of the
predicted cost.

. Seek win-win solutions. There are a multitude of win-win solutions to reducing carbon
emissions, that can improve our energy efficiency and save consumers money. For example, a
breakthrough in fuel cell technology announced yesterday will clear the way toward developing
cars that are twice as efficient as today’s models -- cutting pollution while also cutting driving
costs. The President believes that we must seek such win-win solutions to addressing climate
change.

. Global participation. Climate change is a global problem, and requires a global solution. A
ton of carbon emitted in Argentina has just as much effect on the global climate as a ton of
carbon emitted in the United States -- and within the next few decades, emissions from
developing countries are expected to exceed those from developed countries. And many win-
win opportunities exist to reduce greenhouse gas emissions in developing countries. That’s
why the United States has spear-headed joint implementation projects and the President has
committed that the United States will not adopt binding obligations without developing country
participation. '

. Common-sense economic reviews. Our knowledge of the challenges and opportunities we
face will grow over time. Therefore, the President is calling for regular 5-year economic
reviews and updates, to ensure that policv-makers, both in the Administration and in Congress,
have the best possible information on how the economy is responding to the effort to address
climate change, how other countries are performing relative to their own commitments, and
how the climate is changing in response to human activities.




THE PRESIDENT’S THREE-STAGE PLAN ON CLIMATE CHANGE
October 22, 1997

Reflecting his five key principles, the President’s plan will proceed in three stages:

Stage 1: Priming the Pump Through R&D, Tax Incentives, Incentives for Early Action,
Federal Leadership, and Industry Consultations. The first stage of the President’s package
includes a 9-point action plan -- including S5 billion in tax incentives and spending for R&D
and energy efficiency, incentives for early action, a set of Federal government energy
initiatives, and industry-by-industry consultations to explore their best ideas on how to reduce
emissions in a cost-effective manner (including market-oriented standards for energy
efficiency). The first economic review would occur near the end of Stage 1.

Stage 2: Review and Evaluation. The second stage, which would begin around 2004, will
build upon the programs adopted in Stage 1, by including a review of our progress and an
evaluation of next steps as we move toward a market-based permit trading system for carbon
emissions. During this second stage, the details of the permit system would be refined and
perhaps tested. Such a permit system is similar in concept to the one that dramatically cut acid
rain emissions -- although the scale would be significantly larger than the current acid rain
program. The second economic review would occur near the end of Stage 2.

Stage 3: Meeting Binding Targets Through Domestic and International Emissions
Trading Program. In the third stage, we would reduce emissions to 1990 levels by 2008-
2012, and below 1990 levels in the 5-year period after that, through a market-based domestic
and international emissions trading system. Before beginning this third stage, the second
economic update and review would allow Congress and the President to evaluate how the
economy had responded to a decade’s worth of experience in the first two stages of the
President’s plan. The President is committed to working with labor and Congress to insure that
we give proper assistance to any workers dislocated by the changes in energy usage inherent in
any climate change plan.

This three-stage program recognizes the long-term nature of the effort to address climate change in

three ways:

. By adopting a graduated approach to emissions reductions, it allows us to exploit the
tremendous opportunities for win-win reductions first.

. By adopting a system of regular scientific and economic updates and reviews, it allows
us to monitor our progress and re-assess our success in reducing emissions, the state of
scientific knowledge, and how the economy is responding to our efforts. Only after we
have accumulated ten years of experience with the first two stages of the program would
we enter the internationally binding period.

. By insisting that the United States will not adopt binding obligations without

developing country participation and by emphasizing the importance of an international
trading system and joint implementation. we take advantage of low-cost reduction
possibilities wherever they occur -- erther here or abroad.



COMPREHENSIVE FRAMEWORK FOR EFFECTIVE, SENSIBLE ACTION
October 22, 1997

GREENHOUSE GAS EMISSION REDUCTION TARGET

Under the current international climate change agreement (signed in Rio de Janeiro in 1992),
industrialized countries accepted a non-binding emissions reduction goal. Most nations, including the
United States, will fall short of meeting it. This facl, coupled with better scientific evidence on the
seriousness of the climate change threat, led the U.S. 10 propose last year that a new agreement set binding
limits on emissions. The proposed U.S. emissions target is designed to provide important environmental
gains while maintaining strong economic growth. It is:

. Realistic. Seeks to return U.S. emissions to 1990 levels in the period 2008-2012 and reduce them
further thereafter. Rejects European proposal for more stringent early reductions, as well as the
“do-nothing” approach of some interests.

. Achievable. By providing incentives for early action to reduce emissions, attacking domestic
energy inefficiencies, securing flexible international implementation mechanisms, and putting in
place a market-based domestic emissions trading system, the U.S. can reach 1990 levels in the
proposed time frame with minimal economic costs.

. Meaningful. Achieving 1990 levels in the period 2008-2012 would amount to almost a 30 percent
reduction off a business-as-usual path, an important first step on the road toward stabilizing
concentrations of greenhouse gases in the atmosphere. Emissions accounting will include all
greenhouse gas sources and sinks (including reforestation).

FLEXIBLE, MARKET-BASED IMPLEMENTATION

Just as the effects of climate change will be felt globally, so too are the causes of climate change global
in nature. Greenhouse gas emissions do equal harm to the atmosphere whether they come from a coal
plant in China or a bus in Boston. For this reason, any regime to reduce greenhouse gases must be global.
It must also allow all nations the ability to seek out the most efficient way of reducing emissions so that
the greatest gains are achieved at the least cost. For these reasons, the United States strongly supports
the inclusion in a new climate change agreement of two innovative, flexible mechanisms for reducing
emissions:

. International Emissions Trading —Using Markets to Lower Costs. The principle of emissions
trading is to use the efficiency of the market place to achieve environmental objectives at the
lowest possible cost. Under an international emissions trading regime, a country (or firm) would
be able to meet its emissions reduction target by reducing pollution itself, purchasing reductions
from another country (or firm) that was able to achieve excess gains, or some combination of both.

. Joint Implementation —A Global Solution to Low-Cost Reductions. Joint Implementation (JI)
1s an innovative, market-based approach for addressing global climate change that uses
international partnerships to achieve low-cost reductions in greenhouse gas emissions. Under JI,
a company in the United States invests in a project which reduces emissions in another country and
uses those reductions as a less expensive means ot meeting its own target.




PARTICIPATION OF DEVELOPING COUNTRIES

. In addition to its non-binding emissions reduction aim for developed countries. the Rio climate change

agreement required all countries to take policies and measures to reduce emissions. Many developing
countries have made real strides, through, for example, reducing energy subsidies. Nevertheless, given
that developing country emissions will eclipse those from the developed world within several decades,
these countries need to do more. Accordingly, the U.S. calls on developing countries to strengthen their
existing commitments and to agree that their obligations must increase over time o include binding
emissions limits. Qur principles include:

. Global Participation. All countries must participate. Every nation would be required to talge
meaningful actions to limit emissions. The U.S. will not assume binding obligations‘unul
developing countries agree to participate meaningfully in the challenge of addressing climate
change.

. Equity. The obligations of poorer and less developed countries should take into account their state
of economic development and their relative contribution to the climate change problem.

. Assistance. While insisting that developing countries take meaningful actions to address climate
change, the U.S. recognizes that many of these countries face significant development challenges
that hamper their ability to reduce emissions. President Clinton is reemphasizing his commitment
to working with these nations to help build more sustainable energy futures. This includes a §$1
billion package of assistance from USAID and a renewed commitment to provide financial

‘ assistance through the Global Environment Facility, as well as our pathbreaking joint
implementation proposals.



FACT SHEET ON INTERNATIONAL EMISSIONS TRADING
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Description

The principle of emissions trading is to use the efficiency of the market place to achieve
environmental objectives at the lowest possible cost. Under an international emissions trading regime,
a country (or firm) would be able to meet its emissions reduction target by reducing pollution itself,
purchasing reductions from another country (or firm) that was able to achieve excess gains, or some
combination of both.

Given an effective international regime, emissions trading provides a powerful incentive for
nations to reduce below the amount required and then sell excess reductions to others who in turn
avoid more costly actions. The U.S. has proposed that emissions trading be permitted among all
countries that agree to a binding emissions target.

How it would work

Consider a simplified example for how international emissions trading might work. Country A
and Country B must reduce emissions by 100 tons each. It might cost each country $1,000 to reduce
100 tons individually for a total cost of $2,000. However, if Country A could reduce its emissions by
200 tons for a total cost of $1,500 and sell half of these reductions to Country B, the overall target
would be achieved for $500 less, a savings of 25 percent.

U.S. experience

Emissions trading is being used successfully at the domestic level to reduce sulfur dioxide
emissions (which cause acid rain) under the Clean Air Act. Achieving targeted reductions was
originally estimated to cost $5 billion annually if traditional controls had been required and $4 billion
with emissions trading. A GAO estimate after the initial stage of emissions trading now puts the cost
at $2 billion per year, or 60 percent below the original estimate with pollution reductions significantly
ahead of schedule. Emissions trading has also been successful in cutting the costs of phasing out
leaded gasoline and in curbing the production of chlorofluorocarbons which deplete the ozone layer.

Cost savings

According to the 1997 Economic Report of the President, international emissions trading for
carbon dioxide could lower the cost of reductions by 50 percent below the minimum achievable using
purely domestic programs.




FACT SHEET ON JOINT IMPLEMENTATION
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‘ Description

Joint Implementation (JI) is an innovative. market-based approach for addressing global climate
change that uses international partnerships to achieve low-cost reductions in greenhouse gas emissions.
Under JI, a company in the United States invests in a project which reduces emissions in another country
and uses those reductions as a less expensive means of meeting its own target. The U.S. has proposed that
a formal regime that gives credit for JI projects be part of a new climate change agreement.

How it would work

Consider the example of a project announced today as part of a pilot program on joint
implementation instituted by the United States. Two U.S. companies (Solar Electric Power and Light of
Washington, D.C. and Trexler and Associates, Inc of Oak Grove, Illionois) will work with Renewable
Energy Services Company of Asia, Ltd. to market and install 812,000 solar home systems in Sri Lanka.
These systems will replace the use of kerosene lamps for lighting and the use of diesel-electric charging
of lead-acid batteries for powering small home appliances. The result will be a 1.5 million metric ton
reduction in greenhouse gas emissions and cleaner energy for tens of thousands of people.

U.S. experience

. Under the U.S. pilot program on JI (formed under the existing climate change convention), 28

projects have been approved in 12 countries, including Costa Rica, Bolivia, the Czech Republic, and
Russia. These projects span a range of technologies. including solar, geothermal, and wind power; fuel
switching for district heating; biomass energy; and rerorestation. U.S. companies and organizations already
participating include Commonwealth Edison, Wisconsin Electric Power, Kenetech Windpower, Sealweld
Corp., American Electric Power, PacificCorp, Detroit Edison, Clean Air Coalition, and many others.

Benefits

Lower costs: JI provides a strong incentive for companies and countries to search the globe for the lowest
cost ways of reducing greenhouse gas emissions.

Expanded exports of U.S. technology: The enormous potential for JI projects around the worid creates
major opportunities for the increased sale of U.S. energy efficiency and alternative energy technologies.

Technology transfer: Increased reliance on more energy efficient technologies and less carbon-intensive

energy alternatives will help developing countries meet their growing energy needs with more
environmentally sustainable solutions.



FACT SHEET ON ELECTRICITY RESTRUCTURING
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As part of his climate change initiative, President Clinton announced his support for appropriately crafted
electricity restructuring legislation that will save consumers billions of dollars while reducing carbon
emissions.

Description

The electricity sector is our nation’s most capital intensive industry -- and has sales of over $200
billion. Under electricity restructuring, competition would be the primary mechanism to set electricity
generation prices. Utilities would open up their distribution and transmission wires to all qualified sellers.
The transmission and distribution of electricity would continue to be regulated because they will remain
monopolies for the foreseeable future. The system would be restructured, not deregulated. Done correctly,
this process can save consumers in their utility bills and reduce carbon emissions. A properly structured
retail competition system can deliver electricity more efficiently, and just as reliably, as our present system
of regulated monopolies.

Cost savings

Most experts are confident that restructuring will reduce the cost of electricity, although there is
a diversity of views over the potential size of the savings. Because the industry is so large, even modest
-savings represent billions of dollars. DOE economists estimate potential savings of $20 billion a year,
which would mean average direct savings of about $100 a year to a typical family of four and indirc?ct
savings to such a family through lower cost goods and services of about another $100 a year. Other studies
predict far larger savings.

Carbon reductions

With appropriate market-based provisions, electricity restructuring legislation could reduce carpon
emissions by creating incentives to produce and use electricity more efficiently and with less pollution.
As emphasized at the White House Conference on Climate Change, two-thirds of the energy used to
produce electricity is currently wasted. Restructuring should introduce incentives for reducing @s waste
heat. Restructuring legislation could also include other provisions -- such as various incentives and
mandates to promote energy efficiency and renewable energy -- that offer potential carbon savings.

Next steps

The Administration looks forward to working with interested parties on crafting comprehensive
electricity restructuring legislation.




FACT SHEET ON FEDERAL ENERGY MANAGEMENT
October 22, 1997

. Aggressive energy management can substantially reduce carbon emissions from the activities of

the Federal government, which has the nation’s largest energy bill at almost $8 billion per year.
Significant strides have already been made --energy consumption per square foot in Federal buildings is
down 15 percent and energy use in civilian and military vehicles is down about 27 percent from 1985
levels. However, we can do much more.

The initiatives below will reduce Federal emissions of greenhouse gases through enhanced focus
on energy efficiency and renewable energy. They address areas which can deliver the greatest energy
savings, best leverage private sector funding and improve the Federal procurement system.

1. Expand Energy Savings Performance Contracting

. Expand use of Energy Savings Performance Contracts. ESPC uses private investment capital and
expertise to accomplish energy and cost saving projects in Federal facilities. When a private sector
firm which has invested in federal energy efficiency improvements is fully repaid from its share
of the delivered savings, all additional savings accrue to the government. Streamlined ESPC
contracts put in place by DOD and DOE are beginning to speed large investments in energy
projects at Federal facilities. However, use of ESPC’s is still limited in the Federal government.
The Office of Management and Budget will lead an effort to increase their use. It will include new
policy and budget guidance for agencies. ESPC authority can also be extended to other areas

‘ including:

. Leased Federal buildings. These include buildings where the Government either pays for the
energy use directly or in other building where ESPC can provide a better lease for the Government.

. Federal mobility. There may be great potential for energy savings from more efficient energy use
in aircraft, ships and vehicles.

. Water conservation. Water conservation projects save energy because each gallon contains energy
from pumping, heating, chilling or treatment.

. Non-federal facilities where the Government makes indirect payment of energy expenses. These
include, for example, National Guard facilities which the state owns but where the Federal
Government covers utility expenses and public housing facilities which are Federally supported
but owned by public housing authorities.

. State and local government facilities. Federal energy experts can help transfer ESPC techniques
to state and local governments so they can access this important approach to energy efficiency.

2. Improve Federal Procurement of Energy Efficient Technology
. Accelerate the development of Product Energy Efficiency Recommendations. These cover products

that are in the top 25 percent of thetr class for energy efficiency or have Energy Star ratings, for
example electric motors and air conditioning chillers. They provide a guide to Federal purchasers



of the energy efficiency level to request in a specification or procurement.

. Establish as standard practice, the purchase of energy efficient products for Government use.
Traditionally, federal purchases have been based on lowest price, ignoring the substantial savings
many energy efficient products can achieve over their life. The Executive Office of the President
will lead an interagency team to streamline and update Executive Orders and procurement practices
to encourage the acquisition of these products. Use of alternative contracting vehicles to acquire
energy-efficient products will be encouraged. and purchase of products in the top 25 percent of
class for energy efficiency or conforming to Energy Star standards will become standard practice,
subject to necessary exceptions. The initiative will be augmented by publication of a “best
practices” buying guide and expanded training of purchasing decision-makers.

. Use consolidated purchasing to stimulate markets and lower prices. Consolidated Federal
purchasing can stimulate commercial markets for new and emerging products which offer greater
energy efficiency, lower operating costs, and sales opportunities for small businesses that produce
these products.

. Increase Federal procurement of renewable energy. In states that have implemented retail
competition in their electricity industry, Federal facilities will work with their suppliers to ensure
that the facilities purchase competitively supplied non-hydro renewable energy at levels equivalent
to the percentage specified in that state’s retail competition legislation.

. Report Federal Agencies’ Contributions to Reduction of Carbon Emissions. This initiative will
develop an appropriate measurement methodology to convert currently available data on Federal
energy use to carbon emissions to aid national carbon reduction efforts.

3. Building for the 21st Century

. Establish a new level of excellence for Federal building construction and renovation that
incorporates energy efficiency, quality, affordability, and sustainability. By using the latest
construction techniques and tapping the knowledge of the building community and local partners,
agencies will work to ensure that new Federal buildings achieve energy efficiency increases of 30-
50 percent by 2000 as compared to existing facilities. This will be accomplished through a “whole
building” approach that treats buildings as integrated systems rather than a series of independent
component selections.

. Deploy solar technologies in Federal buildings. Show Federal leadership by installing solar
photovoltaic and solar thermal systems on 20,000 Federal roofs by 2010 in support of the
President’s ‘Million Solar Roof Initiative’. Utilize alternative financing methods to provide the
rapid infusion of investment necessary to support the cost-effective installation of these systems.

. Expand the use of combined heat and power generation at Federal facilities. Combined heat and
power makes greater use of the waste heat produced in the generation of electricity.

. Use biomass fuels in Federal boilers. Biomass would come from agricultural and wood waste and
methane from landfill and treatment plant operations.

. Expand public awareness of energy efficient technologies. By showcasing energy efficient and




renewable energy technologies at National Parks, Federal offices. embassies. military bases, and
other facilities the public will be more aware of their potential to reduce pollution and lower costs.

Seek increased resources for civilian agency staffing 1o expand energy management activities and
complete energy efficiency projects. Inrecent years, budgets for energy management in several key
agencies have been cut by more than 80 percent. These Federal appropriations often provide the
most cost-effective funding for Federal energy efficiency projects.

4. Improve Aircraft, Ship, and Heavy Vehicle Fuel Efficiency

Public-Private partnerships to improve the energy efficiency of Federal aircraft, ships and
vehicles. Energy use in Federal aircraft, ships and vehicles, predominantly in the military services,
is responsible for 43 percent of the $8 billion Federal energy bill. This initiative would improve
the energy efficiency of main propulsion systems, with particular emphasis on medium and heavy
diesel engines and high performance turbine technology. The initiative — designed along the lines
of the Partnership for a New Generation of Vehicles -- would involve a partnership between
Federal agencies and the private sector. Advances under this initiative will have significant
application in commercial markets. In addition, the initiative will focus on near-term energy
efficiency opportunities such as lighting retrofits on ships.

Increase the use of alternative fueled vehicles (AFVs) in the Federal fleet. Federal agencies are
increasing the use of alternative fuel vehicles which, among other things, helps reduce emissions
of greenhouse gases. This initiative would enhance the focus of the current program on AF Vs such
as electrics, hybrid-electrics, natural gas and renewable-fueled vehicles.

5. Greenhouse Gas Assessments

Federal agencies will be required to assess their greenhouse gas emissions in major actions they
undertake.



FACT SHEET ON U.S. GLOBAL CHANGE RESEARCH PROGRAM
October 22, 1997

Background: The U.S. Global Change Research Program (USGCRP) is a National Research Program
conducted under the auspices of the National Science and Technology Council (NSTC) Committee on
Environment and Natural Resources. The NSTC is a cabinet-level council established by President
Clinton in November 1993 to coordinate Federal science and technology efforts. The program’s
fundamental purpose is to increase understanding of the Earth system. and of human and naturally
induced changes in the Earth’s environment, and thus provide a sound scientific basis for decision
making on global change issues. The USGCRP began as a Presidential Initiative, and was codified by
the Global Change Research Act of 1990. The overall FY 1997 USGCRP budget was $1.81 billion.

The core program of the USGCRP is focused on four key scientific areas:

* Seasonal to Interannual Climate Variability: The development and refinement of forecasts of
seasonal and interannual climate variability, including study and prediction of the El Nifio phenomena.

* Climate Change Over Decades to Centuries: Analysis and projection of the effects of long-term
climate change on natural resources, public health, and socio-economic sectors.

*» Changes in Ozone, UV Radiation, and Atmospheric Chemistry: Research on the causes, rate,
magnitude, and human health and ecological consequences of changes in stratospheric ozone, UV
radiation, and atmospheric chemistry.

» Changes in Land Cover and Terrestrial and Aquatic Ecosystems: Research on the causes and
consequences of land-cover changes, and on basic processes governing the functions and structure of
terrestrial, aquatic, and marine ecosystems.

New Research Directions: Global change research is providing the information about the changing
Earth system, and in particular, about climate change, that is needed to achieve a sustainable future.
New research efforts include:

* A National Assessment of Climate Change Impacts to aggregate information across regions and
sectors, analyze national-scale consequences, and support development of mitigation and adaptation
strategies.

* Improved Regional-scale Analyses, including regional estimates of the rate and magnitude of climate
change, analyses of the environmental and socio-economic consequences of climate change in the
context of other stresses, and integrated assessments of the implications for society and the
environment of climate change.

* Regional Workshops to examine the vulnerabilities of various regions of the United States to climate
change.




FACT SHEET ON PNGV
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‘ Announced at the White House on September 29, 1993 by President Clinton, Vice President
Gore. and the CEOs of the domestic auto makers, the Partnership for a New Generation of Vehicles
(PNGV) is a partnership between the U.S. Federal government (7 agencies and 20 federal laboratories)
and Chrysler. Ford, and General Motors that aims to strengthen America's competitiveness by
developing technologies for a new generation of vehicles. Its programs include research support for
over 350 automotive suppliers, universities, and small businesses.

PNGV's long-term goal is to develop production prototypes of an attractive, affordable car that
can meet all applicable environmental and safety times and achieve up to three times the fuel efficiency
of a comparable automobile sold today. This would mean that a typical midsize car would be able to
achieve 80 mpg. The partnership also aims to (i) improve automotive manufacturing, and (i)
introduce efficiency technologies into production vehicles as soon as they are economically justified.

There are numerous reasons for pursuing PNGV, including:

. Environmental: Automobiles are a major contributor to atmospheric carbon dioxide, a major
greenhouse gas. Already, concentrations of carbon dioxide are 25 percent higher than pre-
industrial levels and are expected to double within the next century. Since the number of
registered vehicles in the United States is expected to climb from 194 million in 1993, to as
many as 270 million in 2010, PNGV's success is critical to any program of controlling US and

‘ world greenhouse gas emissions. It will also result in low cost methods for controlling the
emissions that contribute to urban air pollution.

. Reducing U.S. Dependence on Foreign Oil: The United States currently imports 50 percent of
the oil we consume -- this share is expected to grow to more than 60 percent by 2010.
Petroleum imports make up ten percent of our country's import inventory and account for a
large chunk of the nation's trade deficit. This dependence on foreign oil makes the United States
vulnerable.

PNGY Status Report: The industrial partners are now in the process of selecting technologies that
will be included in concept vehicles that will be completed by the turn of the century. The federal
agencies are working to revise their research priorities to support both technologies that can be
incorporated in production prototypes for 2004 and that can be integrated into even more advanced
vehicles that would be designed in later years.

The goal of the program, while extremely ambitious, still seems possible given the advances in key
technology that have been achieved during the life of the program. These include advances in
production of low-cost, light-weight materials for the vehicle body and frame; electrical control
systems. batteries; and compact, inexpensive fuel cells -- including the new technology for using
gasoline to power fuel cells announced yesterday; and, advanced internal combustion engines for use in
hybrid vehicles.



FACT SHEET ON FUEL CELLS
October 22, 1997

THE BREAKTHROUGH: A gasoline-powered technology that would allow you to double the fuel
efficiency of a car and emit half the greenhouse gases and virtually no other air pollution. For the first
time, gasoline was used to produce electricity from a pollution-free fuel cell, allowing the use of the
existing gasoline infrastructure. Previously. fuel cells have been powered by hydrogen or methanol,
which are less convenient for use in cars.

The Department of Energy, together with Los Alamos National Laboratory, and A.D. Little, have
developed a breakthrough fuel processor, which can extract hydrogen from gasoline and other fuels
such as ethanol and natural gas. Last week, this fuel processor was combined with a fuel cell from
Plug Power to demonstrate for the first time that a fuel cell electric car could be fueled by gasoline or
ethanol. This eliminates the limited driving range and lengthy recharging times associated with
electric cars that run on batteries.

WHAT IS A FUEL CELL: The fuel cell converts the chemical energy of a fuel directly into usable
electricity and heat without combustion. Fuel cells are similar to batteries in that both produce a direct
current by means of an electrochemical process, but fuel cells can operate indefinitely as long as fuel is
supplied to them. Fuel cells can provide power for cars and other applications, such as electricity and
hot water for buildings.

The Department of Energy working with its partners has brought down the cost of proton exchange
membrane (PEM) fuel cells by a factor of twenty in the last ten years. Continued R&D, coupled with
the economies of scale from mass production of fuel cells as they enter the marketplace, should allow
us to maintain this pace of cost reduction for another decade.

PARTNERSHIP FOR A NEW GENERATION OF VEHICLES (PNGYV): The fuel cell
breakthrough was accomplished as part of President Clinton’s PNGYV initiative, an innovative
partnership between the government, the national laboratories, the big three automakers, and their
suppliers. PNGV’s goal is to develop a family-sized vehicle with triple the fuel efficiency of today’s
cars, without compromising cost or convenience.

POTENTIAL GREENHOUSE GAS REDUCTIONS: One-third of the nation’s carbon dioxide
emissions comes from the transportation sector, primarily cars. Fuel cell technology alone can directly
double fuel efficiency and cut carbon dioxide emissions in half. In combination with other PNGV
advances, such as lightweight materials and regenerative breaking, fuel cells will allow a tripling of
fuel efficiency and a further reduction in greenhouse gas emissions. Powering the fuel cell with
renewable fuels, such as ethanol, could eliminate automotive greenhouse gas emissions entirely in the
long run. The buildings sector also generates one-third of the nation’s emissions of carbon dioxide. A
building that uses the electricity and hot water from a fuel cell fueled by natural gas wouid have about
half of the greenhouse gas emissions of the average building today. Plug Power expects to introduce
fuel cells for homes and other buildings in 2000 that will provide electricity for less than the current
residential rate. By 2010, fuel cells in buildings could be providing emissions savings of five million
metric tons of carbon.
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’ What is PATH? We are working to develop a partnership for 21* century housing bringing together
government and industry to develop, demonstrate and deploy housing technologies, designs and
practices that can significantly improve the quality of housing without raising the cost of construction.
The Partnership for Advancing Technologies in Housing includes government (DOE, HUD, EPA,
Labor. Commerce, FEMA, and DOD) and industry working together develop, demonstrate and deploy
housing technologies and practices so that homes can be built cheaper, more environmentally
sustainable, more disaster resistant, and provide a safer working environment.

PATH has a five-part approach:

* Industry-driven research on new technologies and practices

*  Working with industry on pilot programs building thousands of marketable houses
+ Streamlining of federal, state and local codes and regulations

 Judicious use of existing authority on standards

* Information campaign to influence consumer demand

R&D: Support more funds for accelerated research and demonstration of inexpensive, highly efficient,
highly attractive housing. Link with million solar roofs program.

Standards: The success of PATH will in some part be based on utilizing existing authorities on
standards for a select few products that have the potential for great savings. There are five

. appliance/products currently under review by DoE; Clothes Washers, Ranges/Ovens, Ballasts,
Residential water heaters, transformers. Of these, the Clothes Washers and Water Heaters seem to
have greatest potential.

Creating Markets: The key to making the Partnership successful will be the ability to create markets
and consumer demands for homes that meet the PATH goals. The Partnership will work with states
and communities to help them understand the benefits of building these homes, and the opportunities it
affords the communities for economic growth. The Partnership will attempt to gain agreements
between communities that PATH homes can go through an expedited permitting process.

Education and Outreach: Marketing the benefits of these homes to consumers and to encourage
consumers to begin to ask for homes that are built to the quality level of >PATH= homes. This will
need to be an intensive campaign of getting the message out to communities, builders and developers.
This will provide incentives for more and more builders to want to build these homes.

Pilots: The pilots will play an important role in the success of PATH. The pilot sites will begin of
developing the markets and demonstrate the feasibility of the homes. The pilot sites can also act as
training sites for builders and community leaders to learn about the benefits of the technologies and as
a classroom for training on how to use the technologies. Sites under consideration are Stapleton
Airport, Denver (Redevelopment of old airport site near downtown) and Florida (Working with the
State to link energy and environment to disaster resistance and affordability).

Regulatory Streamlining: Working with states and communities on making the code approval process
more efficient and less time consuming.
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The industrial sector produces approximately one-third of total U.S. emissions. We can cut
emissions substantially in this sector through the right mix of tax incentives, accelerated research and
development, electricity restructuring, and environmental regulatory reinvention. According to a
recently released report from five of the nation's energy laboratories, programs such as the ones below
can reduce emissions in the industrial sector in 2010 by 28 million metric tons even with no increase in
energy prices.

Increasing Energy Efficiency: Energy audits encourage systematic approaches to energy efficiency
that typically have high yields. Southwire Corporation, a large manufacturer of wire, rod, and cable,
cut their use of natural gas by 60 percent and cut electricity use by 40 percent per pound of product
produced. Motors consume 70 percent of industrial electricity used, and there is room for improving
their efficiency. The Greenville Tube Company, for example, increased productivity by 15 percent,
increased energy efficiency by 30 percent, reduced scrap by 15 percent, and achieved $77,000 per year
savings -- a 6 month payback -- by improving the efficiency of their motors.

Cogeneration (Combined Heat and Power): New technologies available in the industrial sector will

allow us to capture the waste heat the U.S. now throws away. With the right policies, industrial
cogeneration of natural gas or biomass could cut annual carbon emission significantly by 2010.
Advanced turbines developed by DOE with industry will be available in three years (orders are already
being taken). They have an overall efficiency of 80 percent to 90 percent, produce steam together with
low-cost electricity and significantly reduce NOx emissions. These turbines can run on natural gas or
biomass. Some industries have their own low-cost biomass feedstocks (for example, black liquor
gasification in the pulp and paper industry), which makes possible cogeneration with nearly zero
carbon emissions.

Lxpanding Industries of the Future: The seven most energy-intensive industries—steel, aluminum,
petroleum refining, chemicals, pulp and paper products, glass, and metal casting—account for about 80
percent of the carbon emissions in U.S. manufacturing and more than 90 percent of the hazardous
waste. Industry, partnering with the Department of Energy, has developed long-term visions of
energy-efficient, low-polluting, highly competitive "Industries of the Future" as well as technology
roadmaps to identify an R&D and deployment pathway to achieving the vision. Visions typically
foresee annual energy efficiency improvements of 1.0 percent to 1.5 percent for two decades.




FACT SHEET ON POTENTIAL BUILDINGS SECTOR SAVINGS
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‘ The buildings sector also produces approximately one-third of total U.S. emissions. There is
substantial opportunity to improve the energy efficiency of our buildings and the appliances in them.
Many of these technologies improve the quality of service delivered (i.e. higher quality lighting), and
have also been documented in a number of cases to improve productivity. According to a recently
released report from five of the nation’s energy laboratories, programs such as the ones below can
reduce emissions in the buildings sector in 2010 by 25 million metric tons even with no increase in
energy prices.

Standards: Substantial carbon emissions reductions in 2010 can be achieved through existing authority
of the Department of Energy to establish market-oriented efficiency standards for appliances, such as
refrigerators and air conditioners. The Department of Energy uses a consensus-based approach in
which manufacturers, environmentalists, consumer advocates, and the states work together to develop
applicable standards. :

Voluntary Programs: Significant carbon reductions in 2010 could also be achieved by expanding
voluntary programs such as the joint EPA-DOE Energy Star program. Energy Star labeling has
already transformed a number of markets. For example, it has cut the energy used by computers,
monitors, and printers by 50 percent at virtually no incremental cost. It is now being extended to
dozens of other products.

‘/Ldoﬂin Best Electricity Engineering Practices: Electronic equipment consumes electricity in stand-

by mode (even when not being used) generating 12 MMTs of carbon emission each year. Preliminary
analysis suggests that 80 percent of that could be saved through adopting best engineering practices
without reducing service.

Research and Development: Designing buildings with advanced technology can reduce energy
consumption by 25 to 50 percent without increasing the building’s initial cost. The extra cost of some
of the energy-efficient equipment is offset by the smaller required heating and cooling system.

Combined Heat and Power: As in industry, we can reduce the carbon intensity of the buildings sector
by accelerating the use of combined heat and power (CHP). Two CHP technologies—small turbines
and proton-exchange membrane (PEM) fuel cells—can convert natural gas to useful energy with 80 to
90 percent efficiency, significantly cutting carbon emissions from a building.
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The transportation sector produces approximately one-third of total U.S. emissions. According
to a recently released report from five of the nation’s energy laboratories, programs such as the ones
below can reduce emissions in the transportation sector in 2010 by 73 million metric tons even with no
increase in energy prices.

High Efficiency Cars And Light Trucks: The goal of the President's Parmership for a New Generation
of Vehicles is to produce cars that are three times more efficient than current vehicles with no

compromise in size, safety, comfort or cost. The objective is a production prototype vehicle with a fuel
efficiency of 80 mpg in 2004 and commercial availability soon after. A variety of efficient
technologies such as hybrid vehicle design, advanced engines, regenerative braking and lightweight
materials are under development. These technologies are also applicable to light trucks and sport
utility vehicles, so that a PNGV for these heavier passenger vehicles is quite possible with an expanded
research effort.

High efficiency heavy trucks: Ongoing federal R&D on advanced diesel engines and lightweight
materials have the potential to substantially reduce carbon emissions from heavy trucks. These
technologies are projected to be available by about 2003 and be quickly adopted by trucking
manufacturers since energy is a major cost component of freight transportation (a truck typically gets 7
to 8 miles per gallon while traveling over 50,000 miles a year).

Advanced Efficient Aircraft and Rail: Ongoing federal R&D on advanced aircraft engines, improved
airframes, and air traffic control have the potential to improve aircraft energy efficiency by 35 percent,
with an additional increment of carbon emissions reductions achieved by increasing the efficiency of
trains.

Low-Carbon Fuel: Government-industry R&D partnerships have brought the cost of ethanol from
cellulosic waste (such as crop waste) and dedicated crops (such as switchgrass) from $3.60 per gallon
in 1980 to $1.20 per gallon today. Such fuels are carbon neutral because the crops capture carbon
dioxide when they grow and release it during combustion.
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. Remarks by Vice President Al Gore
The United Nations Committee on Climate Change Conference of the Parties
.December 8, 1997
Kyoto, Japan

Thank you. Prime Minister Hashimoto and President Figueres, President Kinza Clodumar,
other distinguished heads of state, distinguished delegates, ladies and gentlemen.

It is an honor to be here at this historic gathering, in this ancient capital of such beauty and
grace. On behalf of President Clinton and the American people, and our U.S. negotiator,
Ambassador Stu Eizenstat, [ salute our Japanese hosts for their gracious hospitality, and
offer a special thank you to Prime Minister Hashimoto, and to our chairs, Minister Ohki,
and Ambassador Estrada, for their hard work and leadership.

Since we gathered at the Rio Conference in 1992, both scientific consensus and political
will have come a long way. If we pause for a moment and look around us, we can see how
extraordinary this gathering really is.

We have reached a fundamentally new stage in the development of human civilization, in
which it is necessary to take responsibility for a recent but profound alteration in the
relationship between our species and our planet. Because of new technological power and
our growing numbers, we now must pay careful attention to the consequences of what we
are doing to the Earth - especially to the atmosphere.

There are other parts of the Earth's ecological system that are also threatened by the
increasingly harsh impact of thoughtless behavior:

The poisoning of too many places where people -- especially poor people -- live, and the
deaths of too many children -- especially poor children -- from polluted water and dirty air.

The dangerous and unsustainable depletion of ocean fisheries. And

The rapid destruction of critical habitats -- rain forests, temperate forests, boreal forests,
wetlands, coral reefs, and other precious wellsprings of genetic variety upon which the
futurc of humankind depends.

But the most vulnerable part of the Earth"s environment is the very thin layer of air clinging
near to the surface of the planet, that we are now so carelessly filling with gaseous wastes
that we are actually altering the relationship between the Earth and the Sun -- by trapping
morc solar radiation under this growing blanket of pollution that envelops the entire world.

The cxtra heat which cannot escape is beginning to change the global patterns of climate to
which we are accustomed, and to which we have adapted over the last 10,000 years.

Last week we learned from scientists that this year, 1997, with only three weeks remaining,
will be the hottest year since records have been kept. Indeed, nine of the ten hottest years
since the measurements began have come in the last ten years. The trend is clear. The
human consequences -- and the economic costs -- of failing to act are unthinkable. More
record floods and droughts. Diseases and pests spreading to new areas. Crop failures and
famines. Melting glaciers, stronger storms, and rising seas.

Our fundamental challenge now is to find out whether and how we can change the behaviors
that arc causing the problem.
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To do so requires humility, because the spiritual roots of our crisis are pridefulness and a
failure to understand and respect our connections to God's Earth and to each other.

Each of the 160 nations here has brought unique perspectives to the table, but we all
understand that our work in Kyoto is only a beginning. Non of the proposals being debated
here will solve the problem completely by itself. But if we get off to the right start here, we
can quickly build momentum as we learn together how to meet this challenge. Our first step
should be to set realistic and achievable, binding emissions limits, which will create new
markets for new technologies and new ideas that will, in turn, expand the boundaries of the
possible and create new hope. Other steps will then follow. And then, ultimately, we will
achieve a safe overall concentration level for greenhouse gases in the Earth's atmosphere.

This is the step-by-step approach we took in Montreal ten years ago to address the problem
of ozone depletion. And it is working.

This time, success will require first and foremost that we heal the divisions among us.

The first and most important task for developed countries is to hear the immediate needs of
the developing world. And let me say. the United States has listened and we have learned.

We understand that your first priority is to lift your citizens from the poverty so many
endure and build strong economies that will assure a better future. This is your right: it will
not be denied.

And let me be clear in our answer to you: we do not want to founder on a false divide.
Reducing poverty and protecting the Earth's environment are both crucial components of
truly sustainable development. We want to forge a lasting partnership to achieve a better
future. One key is mobilizing new investment in your countries to ensure that you have
higher standards of living, with modern, clean and efficient technologies.

That is what our proposals for emissions trading and joint implementation strive to do.

To our partners in the developed world, let me say we have listened and learqed from you as
well. We understand that while we share a common goal, each of us faces unique
challenges.

You have shown leadership here, and for that we are grateful. We came to Kyoto to find
new ways to bridge our differences. In doing so. however, we must not waiver in our
resolve. For our part, the United States remains firmly committed to a strong, binding target
that will reduce our own emissions by nearly 30 percent from what they would otherwise be
-- 2 commitment as strong, or stronger, than any we have heard here from any country. The
imperative here is to do what we promise, rather than to promise what we cannot do.

All of us, must reject the advice of those who ask us to believe there really is no problem at
all. We know their arguments: we have heard others like them throughout history. For
example, in my country, we remember the tobacco company spokesman who insisted for so
long that smoking did no harm. To those who seek to obfuscate and obstruct, we say: we
will not allow you to-put narrow special interests above the interests of all humankind.

So what does the United States propose we do?

The first measure of any proposal must be its environmental merit, and ours is
environmentally solid and sound.

It is strong and comprehensive. covering all six significant greenhouse gases. It recognizes
the link between the air and the land, including both sources and sinks. It provides the tools
to ensure that targets can be met -- offering emissions trading, joint implementation and
rescarch as powerful engines of technology development and transfer. It further reduces

RSV IOy T

03/30/98 12:20:26



emissions -- below 1990 levels -- in the years 2012 and beyond. It provides the means to
ensure that all nations can join us on their own terms in meeting this common challenge.

It is also economically sound. And, with strict monitoring and accountability, it ensures that
‘ we will keep our bond with one another.

Whether or not agreement is reached here, we will take concrete steps to help meet this
challenge. President Clinton and I understand that out first obligations is to address this
issue at home. I commit to you today that the United States is prepared to act -- and will act.

For my part, I have come here to Kyoto because | am both determined and optimistic that
we can succeed. [ believe that by our coming together in Kyoto we have already achieved a
major victory, one both of substance and of spirit. I have no doubt that the process we have
started here inevitably will lead to a solution in the days or years ahead.

Some of you have, perhaps, heard from your home capitals that President Clinton and I have
been burning up the phone lines, consulting and sharing new ideas. Today let me add this.
After talking with our negotiators this morning and after speaking on the telephone from
here a short time ago with President Clinton, I am instructing our delegation right now to
show increased negotiating flexibility if a comprehensive plan can be put in place, one with
realistic targets and timetables, market mechanisms, and the meaningful participation of key
developing countries. '

Earlier this century, the Scottish mountain climber, W.H. Murray. wrote:

"Until one is committed there is hesitancy, the chance to draw back. always ineffectiveness.
Concerning all acts of initiative. . .there is one elementary truth, the ignorance of which kills
countless ideas and splendid plans: that the moment one definitely commits oneself,

‘ providence moves, t00."

So let us press forward. Let us resolve to conduct ourselves in such a way that our children'’s
children will read about the "Spirit of Kyoto." and remember well the place and the time
where humankind first chose to embark together on a long-term sustainable relationship
between our civilization and the Earth's environment.

In that spirit, let us transcend our differences and commit to secure our common destiny: a
planet whole and healthy, whose nations are at peace, prosperous and free; and whose
people everywhere are able to reach for their God-given potential.

Thank you.
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The following table and three COP decisions do not form part of the Kyoto Protocol but
are included bere because they provide information relevant to the Protocol's adoption
and its implementation.

Decision 1/CP3:Adoption of the Kyoto Protocol to the United Nations Framework
Convention on Climate Change

Decision 2/CP.3: Methodological issues related to the Kyoto protocol

Decision 3/CP3: Implementation of Article 4, paragraphs 8 and 9, of the Comcnuon

Table: Total carbon dioxide emissions of Annex I Parties in 1990, for the purposes of Article
25 of the Kyoto Protocol

‘ KYOTO PROTOCOL TO THE UNITED NATIONS F KK
' CONVENTION ON CLIMATE CHANGE

The Parties to this Protocol,

Being Parties to the United Nations Framework Convention on Climate
Change, hereinafter referred to as "the Convention™,

In pursuit of the ultimate objective of the Convention as stated in its Article 2
Recalling the provisions of the Convention.
Being guided by Article 3 of the Convention,

Pursuant to the Berlin Mandate adopted by decision 1/CP.1 of the Conference
of the Parties to the Convention at its first session,

Have agreed as follows:.

ARTICLE 1

For the purposes of this Protocol, the definitions contained in Article 1 of the
Convention shall apply. In addition:

1. “Conference of the Parties” means the Conference of the Parties to the
Convention.

2. “Conwention” means the United Nations Framework Convention on Climate
‘Change, adopted in New York on 9 May 1992, '

3. “Intergovernmental Panel on Climate Change” means the Intergovernmental
Panel on Climate Change established in 1988 jointly by the World Meteorological
Organization and the United Nations Environment Programme.

4. “Montreal Protocol” means the Montreal Protocol on Substances that Deplete
the Ozone Layer. adopted in Montreal on 16 Septembér 1987 and as subsequently
adjusted and amended.

5. “Parties present and voting” means Parties present and casting an affirmative or
negative vote. '

6. “Party” means, unless the context otherwise indicates, a Party to this Protocol.




= “Party 1in Annex " means a Party included in Annex [ to the
Convention. a5 may be amended. or a Party which has made a notification under
Article 4. paragraph 2(g). of the Convention.

|. Each Partyv included in Annex [, in achieving its quantified emission limitation
and reduction commitments under Article 3, in order to promote sustainable
development. shall:

() Implement and/or further elaborate policies and measures in
accordance with its national circumstances, such as:

(i) Enhancement of energy efficiency in relevant sectors of the
national economy;

(ii) Protection and enhancement of sinks and reservoirs of greenhouse
gases not controlled by the Montreal Protocol, taking into account
its commitments under relevant international environmental
agreements; promotion of sustainable forest management
practices, afforestation and reforestation;

(iii) Promotion of sustainable forms of agriculture in light of climate
change considerations;

(iv) Research on, and promotion, development and increased use of,
new and renewable forms of energy, of carbon dioxide
sequestration technologies and of advanced and innovative
environmentally sound technologies:

(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;

(vi) Encouragement of appropriate reforms in relevant sectors aimed
at promoting policies and measures which limit or reduce
emissions of greenhouse gases not controlled by the Montreal
Protocol:

(vii) Measures to limit and/or reduce emissions of greenhouse gases not
controlled by the Montreal Protocol in the transport sector;

(viii) Limitation and/or reduction of methane emissions tl
recovery and use in waste management. as well as in the
production, transport and distribution of energy:

b) Cooperate with other such Parties to enhance the individual and
combined effectiveness of their policies and measures adopted under
this Article, pursuant to Article 4. paragraph 2(¢)(i). of the Convention.
To this end, these Parties shall take steps to share their experience and
exchange information on such policies and measures. including
developing ways of improving their comparability. transparency and
effectiveness. The Conference of the Partics serving as the meeting of
the Parties to this Protocol shall. at its first session or as soon as
practicable thereafter, consider ways to facilitate such cooperation.
taking into account all relevant information.

2. The Parties included in Annex I shall pursue limitation or reduction of
emissions of greenhouse gases not controlled by the Montreal Protocol from
aviation and marine bunker fuels, working through the International Civil Aviation
Organization and the International Maritime Organization. respectively.

3. The Parties included in Annex I shall strive to implement policies and measures
under this Article in such a way as to minimize adverse effects. including the
adverse effects of climate change, effects on international trade. and social.
environmental and economic impacts on other Parties. especially developing
country Parties and in particular those identified in Article 4. paragraphs 8 and 9. of
the Convention. taking into account Article 3 of the Convention. The Conference of
the Parties serving as the meeting of the Parties to this Protocol may take further
action, as appropriate, to promote the implementation of the provisions of this

paragraph.

4. The Conference of the Parties serving as the meeting of the Parties to this
Protocol. if it decides that it would be beneficial to coordinate any of the policies
and measures in paragraph 1(a) above. taking into account different national
circumstances and potential effects. shall consider ways and means to elaborate the
coordination of such policies and measures.

. ARTICLE 3

1. The Parties included in Annex [ shall, individually or jointly, ensure that their
aggregate anthropogenic carbon dioxide equivalent emissions of the greenhouse
gases listed in Annex A do not exceed their assigned amounts. calculated pursuant
to their quantified emission limitation and reduction commitments inscribed




in Annex 1 accordance with the provisions of this Article, with a view to
reducing their overall emissions of such gases by at least 5 per cent below 1990
levels in the commitment period 2008 to 2012.

2. Each Party included in Annex I shall, by 2005, have made demonstrable
progress in achieving its commitments under this Protocol.

3. The net changes in greenhouse gas emissions by sources and removals by sinks
resulting from direct human-induced land-use change and forestry activities, limited
to afforestation, reforestation and deforestation since 1990, measured as verifiable
changes in carbon stocks in each commitment period, shall be used to meet the
commitments under this Article of each Party included in Annex L. The greenhouse
gas emissions by sources and removals by sinks associated with those activities
shall be reported in a transparent and verifiable manner and reviewed in
accordance with Articles 7 and 8.

4 Prior to the first session of the Conference of the Parties serving as the
meeting of the Parties to this Protocol, each Party included in Annex I shall
provide. for consideration by the Subsidiary Body for Scientific and Technological
Advice. data to establish its level of carbon stocks in 1990 and to enable an
estimate to be made of its changes in carbon stocks in subsequent years. The
Conference of the Parties serving as the meeting of the Parties to this Protocol
shall. at its first session or as soon as practicable thereafter, decide upon modalities,
rules and guidelines as to how. and which, additional human-induced activities
related to changes in greenhouse gas emissions by sources and removals by sinks
in the agricultural soils and the land-use change and forestry categories shall be
added to. or subtracted from, the assigned amounts for Parties included in Annex I,
taking into account uncertainties, transparency in reporting. verifiability, the
methodological work of the Intergovernmental Panel on Climate Change, the
advice provided by the Subsidiary Body for Scientific and Technological Advice in
accordance with Article 5 and the decisions of the Conference of the Parties. Such
a decision shall apply in the second and subsequent commitment periods. A Party
mav choose to apply such a decision on these additional human-induced activities
for its first commitment period, provided that these activities have taken place
since 1990.

5. The Parties included in Annex I undergoing the process of transition to a
market economy whose base year or period was established pursuant to decision
9/CP.2 of the Conference of the Parties at its second session shall use that base

vear or period for the implementation of their commitments under this Article.
Any other Party included in Annex 1 undergoing the process of transition to a
market economy which has not yet submitted its first national communication
under Article 12 of the Convention may also notify the Conference of the Parties
serving as the meeting of the Parties to this Protocol that it intends to use an

historical base year or period other than 1990 for the implementati
commitments under this Article. The Conference of the Parties serving = the
meeting of the Parties to this Protocol shall decide on the acceptance of such
notification.

6. Taking into account Article 4, paragraph 6, of the Convention. in the
implementation of their commitments under this Protocol other than those under
this Article, a certain degree of flexibility shall be allowed by the Conference of the
Parties serving as the meeting of the Parties to this Protocol to the Parties included
in Annex I undergoing the process of transition to a market economy.

7. In the first quantified emission limitation and reduction commitment period.
from 2008 to 2012, the assigned amount for each Party included in Annex I shall be

.equal to the percentage inscribed for it in Annex B of its aggregate anthropogenic

carbon dioxide equivalent emissions of the greenhouse gases listed in Annex A in
1990, or the base year or period determined in accordance with paragraph 5
above, multiplied by five. Those Parties included in Annex | for whom land-use
change and forestry constituted a net source of greenhouse gas emissions in 1990
shall include in their 1990 emissions base year or period the aggregate
anthropogenic carbon dioxide equivalent emissions by sources minus removals by
sinks in 1990 from land-use change for the purposes of calculating their assigned
amount. : :

8. Any Party included in Annex | may use 1995 as its base year for

" hydrofluorocarbons, perfluorocarbons and sulphur hexafluoride. for the purposes

of the calculation referred to in paragraph 7 above.

9. Commitments for subsequent periods for Parties included in Annex I shall be
established in amendments to Annex B to this Protocol, which shall be adopted in
accordance with the provisions of Article 21, paragraph 7. The Conference of the
Parties serving as the meeting of the Parties to this Protocol shall initiate the

" consideration of such commitments at least seven vears before the end of the first

commitment period referred to in paragraph 1 above.

10. Any emission reduction units, or any part of an assigned amount. which a Party
acquires from another Party in accordance with the provisions of Article 6 or of
Article 17 shall be added to the assigned amount for the acquiring Party.

11. Any emission reduction units, or any part of an assigned amount, which a Party
transfers to another Party in accordance with the provisions of Article 6 or of
Article 17 shall be subtracted from the assigned amount for the transferring Party.

12. Any certified emission reductions which a Party acquires from another Party in
accordance with the provisions of Article 12 shall be added to the assigned amount
for the acquiring Party.




13. If the ns of a Party included in Annex [ in a commitment period are less
than its ass amount under this Article, this difference shall, on request of that
Party. be added to the assigned amount for that Party for subsequent commitment
periods.

14. Each Party included in Annex I shall strive to implement the commitments
mentioned in paragraph 1 above in such a way as to minimize adverse social,
environmental and economic impacts on developing country Parties, particularly
those identified in Article 4, paragraphs 8 and 9, of the Convention. In line with
relevant decisions of the Conference of the Parties on the implementation of those
paragraphs, the Conference of the Parties serving as the meeting of the Parties to
this Protocol shall. at its first session, consider what actions are necessary to
minimize the adverse effects of climate change and/or the impacts of response
measures on Parties referred to in those paragraphs. Among the issues to be
considered shall be the establishment of funding, insurance and transfer of
technology. '

1. Any Parties included in Annex I that have reached an agreement to fulfil their
commitments under Article 3 jointly. shall be deemed to have met those
commitments provided that their total combined aggregate anthropogenic carbon
dioxide equivalent emissions of the greenhouse gases listed in Annex A do not
exceed their assigned amounts calculated pursuant to their quantified emission
limitation and reduction commitments inscribed in Annex B and in accordance
with the provisions of Article 3. The respective emission level allocated to each of
the Parties to the agreement shall be set out in that agreement.

2. The Parties to any such agreement shall notify the secretariat of the terms of
the agreement on the date of deposit of their instruments of ratification,
acceptance or approval of this Protocol, or accession thereto. The secretariat shall
in turn inform the Parties and signatories to the Convention of the terms of the
agreement.

3. Any such agreement shall remain in operation for the duration of the
commitment period specified in Article 3, paragraph 7.

4. If Parties acting jointly do so in the framéwork of, and together with, a regional
€conomic integration organization. any alteration in the composition of the
organization after adoption of this Protocol shall not affect existing commitments
under this Protocol. Any alteration in the composition of the organization shall
only apply for the purposes of those commitments under Article 3 that are adopted
subsequent to that alteration. '

5. In the event of failure by the Parties to such an agreement to aci eir
total combined level of emission reductions, each Party to that agree shall be
responsible for its own level of emissions set out in the agreement. :

6. If Parties acting jointly do so in the framework of. and together with. a regional
economic integration organization which is itself a Party to this Protocol. each
member State of that regional economic integration organization individually. and
together with the regional economic integration organization acting in accordancce
with Article 24, shall, in the event of failure to achieve the total combined level of
emission reductions, be responsible for its level of emissions as notified in
accordance with this Article.

ARTICLE 5

"1. Each Party inctuded in Annex ] shall have in place. no later than one vear prior

to the start of the first commitment period. a national system for the estimation of
anthropogenic emissions by sources and removals by sinks of all greenhouse gases
not Controlled by the Montreal Protocol. Guidelines for such national svstems.
which shall incorporate the methodologies specified in paragraph 2 below. shall be
decided upon by the Conference of the Parties serving as the meeting of the
Parties to this Protocol at its first session.

2. 'Methodologies for estimating anthropogenic emissions by sources and
removals by sinks of all greenhouse gases not controlled bv the Montreal Protocol
shall be those accepted by the Intergovernmental Panel on Climate Change and
agreed upon by the Conference of the Parties at its third session. Where such
methodologies are not used, appropriate adjustments shall be applied according to
methodologies agreed upon by the Conference of the Parties serving as the
meeting of the Parties to this Protocol at its first session. Based on the work of.
inter alia, the Intergovernmental Panel on Climate Change and advice provided by
the Subsidiary Body for Scientific and Technological Advice, the Conference of the
Parties serving as the meeting of the Parties to this Protocol shall regularly review
and, as appropriate, revise such methodologies and adjustments. taking fully into
account any relevant decisions by the Conference of the Parties. Any revision to
methodologies or adjustments shall be used only for the purposes of ascertaining
compliance with commitments under Article 3 in respect of any commitment
period adopted subsequent to that revision.

3. The global warming potentials used to calculate the carbon dioxide
equivalence of anthropogenic emissions by sources and removals by sinks of
greenhouse gases listed in Annex A shall be those accepted by the '
Intergovernmental Panel on Climate Change and agreed upon by the Conference




of the Part : third session. Based on the work of, inter alia, the
Intergoverni®ieat Panel on Climate Change and advice provided by the Subsidiary
Bady for Scientific and Technological Advice, the Conference of the Parties serving
as the meeting of the Parties to this Protocol shall regularly review and, as
appropriate. revise the global warming potential of each such greenhouse gas,
taking fully into account any relevant decisions by the Conference of the Parties.
Any revision to a global warming potential shall apply only to commitments under
Article 3 in respect of any commitment period adopted subsequent to that
revision.

1. For the purpose of meeting its commitments under Article 3, any Party
included in Annex 1 may transfer to, or acquire from, any other such Party emission
reduction units resulting from projects aimed at reducing anthropogenic emissions
by sources or enhancing anthropogenic removals by sinks of greenhouse gases in
any sector of the economy, provided that: '

() Any such project has the approval of the Parties involved,

) Any such project provides a reduction in emissions by sources, or an
enhancement of removals by sinks, that is additional to any that would
otherwise occur,;

(©) It does not acquire any emission reduction units if it is not in
compliance with its obligations under Articles 5 and 7; and

() The acquisition of emission reduction units shall be supplemental to
domestic actions for the purposes of meeting commitments under
Article 3.

2. The Conference of the Parties serving as the meeting of the Parties to this
Protocol may, at its first session or as soon as practicable thereafter, further
elaborate guidelines for the implementation of this Article, including for
verification and reporting. )

3. A Partv included in Annex I may authorize legal entities to participate, under its

responsibility. in actions leading to the generation, transfer or acquisition under this

Article of emission reduction units.

.

4. If a question of implementation by a Party included in Annex 1 ¢

requirements referred to in this Article is identified in accordance with'the relevant
provisions of Article 8, transfers and acquisitions of emission reduction units ma
continue to be made after the question has been identified. provided that anv such
units may not be used by a Party to meet its commitments under Article 3 until anv
issue of compliance is resolved.

- ARTICLE 7

1. Each Party included in Annex I shall incorporate in its annual inventory of
anthropogenic emissions by sources and removals by sinks of greenhouse gases
not controlled by the Montreal Protocol. submitted in accordance with the relevant
decisions of the Conference of the Parties, the necessaryv supplementary
information for the purposes of ensuring compliance with Article 3. to be
determined in accordance with paragraph 4 below.

2. Each Party included in Annex I shall incorporate in its national communication.
submitted under Article 12 of the Convention. the supplementary information
necessary to demonstrate compliance with its commitments under this Protocol. to
be determined in accordance with paragraph 4 below.

3. Each Party included in Annex I shall submit the information required under
paragraph 1 above annually, beginning with the first inventory due under the
Convention for the first yvear of the commitment period after this Protocol has
entered into force for that Party. Each such Party shall submit the information
required under paragraph 2 above as part of the first national communication due
under.the Convention after this Protocol has entered into force for it and after the
adoption of guidelines as provided for in paragraph 4 below. The frequency of
subsequent submission of information required under this Article shall be
determined by the Conference of the Parties serving as the meeting of the Parties
to this Protocol, taking into account any timetable for the submission of national
communications decided upon by the Conference of the Parties.

4. The Conference of the Parties serving as the meeting of the Parties to this
Protocol shall adopt at its first session. and review periodically thereafter.
guidelines for the preparation of the information required under this Article. taking
into account guidelines for the preparation of national communications by Parties
included in Annex I adopted by the Conference of the Parties. The Conference of
the Parties serving as the meeting of the Parties to this Protocol shall also. prior to
the first commitment period, decide upon modalities for the accounting of
assigned amounts.

*' .




1 The information submitted under Article 7 by each Party included in Annex I
shall be reviewed by expert review teams pursuant to the relevant decisions of the
Conference of the Parties and in accordance with guidelines adopted for this
purpose by the Conference of the Parties serving as the meeting of the Parties to
this Protocol under paragraph 4 below. The information submitted under Article 7,
paragraph 1, by each Party included in Annex I shall be reviewed as part of the
annual compilation and accounting of emissions inventories and assigned amounts.
Additionally. the information submitted under Article 7, paragraph 2. by each Party
included in Annex I shail be reviewed as part of the review of communications.

2 Expert review teams shall be coordinated by the secretariat and shall be
composed of experts selected from those nominated by Parties to the Convention
and. as appropriate, by intergovernmental organizations, in accordance with
guidance provided for this purpose by the Conference of the Parties.

3. The review process shall provide a thorough and comprehensive technical
assessment of all aspects of the implementation by a Party of this Protocol. The
expert review teams shall prepare a report to the Conference pf the Parties serving
as the meeting of the Parties to this Protocol, assessing the implementation of the
commitments of the Party and identifying any potential problems in, and factors
influencing, the fulfilment of commitments. Such reports shall be circulated by the
secretariat to all Parties to the Convention. The secretariat shall list those questions
of implementation indicated in such reports for further consideration by the
Conference of the Parties serving as the meeting of the Parties to this Protocol.

4. The Conference of the Parties serving as the meeting of the Parties to this
Protocol shall adopt ‘at its first session, and review periodically thereafter,
guidelines for the review of implementation of this Protocol by expert review
teams taking into account the relevant decisions of the Conference of the Parties.

5 The Conference of the Parties serving as the meeting of the Parties to this
Protocol shall, with the assistance of the Subsidiary Body for Implementation and,
as appropriate, the Subsidiary Body for Scientific and Technological Advice,
consider:

(a) The information submitted by Parties under Article 7 and the reports of
the expert reviews thereon conducted under this Article; and

(b) Those questions of implementation listed by the secretariat under
paragraph 3 above, as well as any questions raised by Parties.

6. Pursuant to its consideration of the information referred to in paragraph 5
above, the Conference of the Parties serving as the meeting of the Parties to this
Protocol shall take decisions on any matter required for the implementation of this
Protocol.

ARTICLE 9

1. The Conference of the Parties serving as the mceting of the Parties to this
Protocol shall periodically review this Protocol in the light of the best available
scientific information and assessments on climate change and its impacts. as well as
relevant technical, social and economic information. Such reviews shall be
coordinated with pertinent reviews under the Convention. in particular those
required by Article 4, paragraph 2(d). and Article 7. paragraph 2(a). of the
Convention. Based on these reviews. the Conference of the Parties serving as the
meeting of the Parties to this Protocol shall take appropriate action.

2. The first review shall take place at the second session of the Conterence of the
Parties serving as the meeting of the Parties to this Protocol. Further reviews shall
take place at regular intervals and in a timelv manner.

ARTICLE 10

All Parties, taking into account their common but differentiated responsibilities
and their specific national and regional development priorities. objectives and
circumstances. without introducing anv new commitments for Partics not included
in Annex I, but réafﬁrming existing commitments under Article 4. paragraph 1. of
the Convention. and continuing to advance the implementation of these
commitments in order to achieve sustainable development. taking into account
Article 4, paragraphs 3,5 and 7. of the Convention. shall:

a) Formulate, where relevant and to the extent possible. cost-effective
national and. where appropriate. regional programimes to improve the
quality of local emission factors. activity data and/or models which
reflect the socio-economic conditions of each Party for the preparation
and periodic updating of national inventories of anthropogenic
emissions by sources and removals by sinks of all greenhouse gases not
controlled by the Montreal Protocol. using comparable methodologies
to be agreed upon by the Conference of the Parties. and consistent with
the guidelines for the preparation of national communications adopted
by the Conference of the Parties:

()] Formulate. implement, publish and regularly update national and. where
appropriate, regional programmes containing measures to mitigate
climate change and measures to facilitate adequate adaptation to
climate change:

13
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(d

(e)

ach programmes would, inter alig, concern the energy. transport
and industry sectors as well as agriculture, forestry and waste
management. Furthermore. adaptation technologies and methods
for improving spatial planning would improve adaptation to
climate change; and

(ii) Parties included in Annex I shall submit information on action
under this Protocol. including national programmes, in accordance
with Article 7: and other Parties shall seek to include in their

- national communications, as appropriate, information on
programmes which contain measures that the Party believes
contribute to addressing climate change and its adverse impacts,
including the abatement of increases in greenhouse gas emissions,
and enhancement of and removals by sinks, capacity building and
adaptation measures: .

Cooperate in the promotion of effective modalities for the
development, application and diffusion of, and take all practicable steps
to promote. facilitate and finance, as appropriate, the transfer of, or
access to, environmentally sound technologies, know-how, practices and
processes pertinent to climate change, in particular to devclopmg
countries. including the formulation of policies and programmes for the
effective transfer of environmentally sound technologies that are
publicly owned or in the public domain and the creation of an enabling
environment for the private sector, to promote and enhance the transfer
of. and access to. environmentally sound technologies;

Cooperate in scientific and technical research and promote the
maintenance and the development of systematic observation systems
and development of data archives to reduce uncertainties related to the
climate svstem, the adverse impacts of climate change and the
economic and social consequences of various response strategies, and
promote the development and strengthening of endogenous capacities
and capabilities to participate in international and intergovernmental
efforts, programmes and networks on research and systematic
observation, taking into account Article 5 of the Convention;,

Cooperate in and promote at the international level, and. where
appropriate,using existing bodies, the development and implementation
of education and training programmes, including the strengthening of
national capacity building. in particular human and institutional
capacities and the exchange or secondment of personnel to train
experts in this field, in particular for developing countries, and facilitate
at the national level public awareness of, and public access to

information on, climate change. Suitable modalities shoul®
developed to implement these activities through the relevant bodies of
the Convention. taking into account Article ¢ of the Convention:

) Include in their national communications information on programmes
and activities undertaken pursuant to this Article in accordance with
relevant decisions of the Conference of the Parties: and

®) Give full consideration, in implementing the commitments under this
Article, to Article 4 paragmph 8. of the Convention.

ARTICLE 11

1. In the implementation of Article 10. Parties shall take into account the
provisions of Article 4. paragraphs 4.5, 7,8 and 9, of the Convention.

2. In the context of the implementation of Article 4, paragraph 1.of the
Convention, in accordance with the provisions of Article 4. paragraph 3. and Article
11 of the Convention, and through the entity or entities entrusted with the
operation of the financial mechanism of the Convention. the developed countrv
Parties and other developed Parties included in Annex II to the Convention shall.

(€Y Provide new and additional financial resources to meet the agreed full
costs incurred by developing country Parties in advancing the
implementation of existing commitments under Article 4 4. paragraph
1(a), of the Convention that are covered in Article 10, subparagraph (a):
and

®) Also provide such financial resources. including for the transfer of
technology, needed by the developing country Parties to meet the
agreed full incremental costs of advancing the implementation of
existing commitments under Article 4, pamgraph 1. of the Convention
that are covered by Article 10 and that are agreed between a developing
country Party and the international entity or entities referred to in
Article 11 of the Convention, in accordance with that Article.

The implementation of these existing commitments shall take into account the
need for adequacy arid predictability in the flow of funds and the importance of
appropriate burden sharing among developed country Parties The guidance 1o the
entity or entities entrusted with the operation of the financial mechanism of the
Convention in relevant decisions of the Conference of the Parties. including those
agreed before the adoption of this Protocol. shall apply mwutatis mutandis 1o the
provisions of this paragraph.

g




3. Thed 1 country Parties and other developed Parties in Annex I to the
Convention may also provide,and developing country Parties avail themselves of,
financial resources for the implementation of Article 10, through bilateral, regional
and other multilateral channels. -

1. A clean development mechanism is hereby defined.

included in Annex [ in achieving sustainable development and in contributing to
the ultimate objective of the Convention, and to assist Parties included in Annex I
in achieving compliance with their quantified emission limitation and reduction
commitments under Article 3.

> The purpose of the clean development mechanism shall be to assist Parties not

3. Under the clean development mechanism:

(a) Parties nat included in Annex I will benefit from project activities
resulting in certified emission reductions; and

(b) Parties included in Annex I may use the certified emission reductions
accruing from such project activities to contribute to compliance with
part of their quantified emission limitation and reduction commitments
under Article 3.as determined by the Conference of the Parties serving
as the meeting of the Parties to this Protocol.

4. The clean development mechanism shall be subject to the authority and
guidance of the Conference of the Parties serving as the meeting of the Parties to
this Protocol and be supervised by an executive board of the clean development
mechanism.

5. Emission reductions resulting from each project activity shall be certified by
operational entities to be designated by the Conference of the Parties serving as
the meeting of the Parties to this Protocol. on the basis of:

€} Voluntary participation approved by each Party involved,

(b) Real, measurable, and long-term benefits related to the mitigation of
climate change; and

©) Reductions in emissions that are additional to any that would occur in
the absence of the certified project activity.

6. The clean development mechanism shall assist in arranging funding of certified
project activities as necessary.

7. The Conference of the Parties serving as the meeting of the Pa nis
Protocol shall, at its first session, elaborate modalities and procedures with the
objective of ensuring transparency, efficiency and accountability through
independent auditing and verification of project activities.

8. The Conference of the Parties serving as the meeting of the Parties to this
Protocol shall ensure that a share of the proceeds from certified project activitics is
used to cover administrative expenses as well as to assist developing country
Parties that are particularly vulnerable to the adverse effects of climate change to
meet the costs of adaptation.

9. Participation under the clean development mechanism, including in activities

~mentioned in paragraph 3(a) above and in the acquisition of certified emission

reductions, may involve private and/or public entities, and is to be subject to
whatever guidance may be provided by the executive board of the clean
development mechanism.

10. Certified emission reductions obtained during the period from the year 2000
up to the beginning of the first commitment period can be used to assist in
achieving compliance in the first commitment period.

" “ARTICLE 13

1. The Conference of the Parties, the supreme body of the Convention. shall serve
as the meeting of the Parties to this Protocol.

2. Parties to the Convention that are not Parties to this Protocol may participate
as observers in the proceedings of any session of the Conference of the Parties
serving as the meeting of the Parties to this Protocol. When the Conference of the
Parties serves as the meeting of the Parties to this Protocol. decisions under this
Protocol shall be taken only by those that are Parties to this Protocol.

3. When the Conference of the Parties serves as the meeting of the Parties to this
Protocol, any member of the Bureau of the Conference of the Parties representing
a Party to the Convention but, at that time, not a Party to this Protocol. shall be
replaced by an additional member to be elected by and from amongst the Parties
to this Protocol.

4. The Conference of the Parties serving as the meeting of the Parties to this
Protocol shall keep under regular review the implementation of this Protocol and
shall make, within its mandate, the decisions necessary to promote its effective
implementation. It shall perform the functions assigned to it by this Protocol and
shall:
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(h)

s, on the basis of all information made available to it in accordance
with the provisions of this Protocol, the implementation of this
Protocol by the Parties, the overall effects of the measures taken
pursuant to this Protocol, in particular environmental, economic and
social effects as well as their cumulative impacts and the extent to
which progress towards the objective of the Convention is being
achieved;

Periodically examine the obligations of the Parties under this Protocol,
giving due consideration to any reviews required by Article 4, paragraph
2(d), and Article 7, paragraph 2, of the Convention, in the light of the
objective of the Convention, the experience gained in its
implementation and the evolution of scientific and technological
knowledge. and in this respect consider and adopt regular reports on
the implementation of this Protocol;

Promote and facilitate the exchange of information on measures
adopted by the Parties to address climate change and its effects, taking -
into account the differing circumstances, responsibilities and
capabilities of the Parties and their respective commitments under this
Protocol,

Facilitate. at the request of two or more Parties, the coordination of
measures adopted by them to address climate change and its effects,
taking into account the differing circumstances, responsibilities and
capabilities of the Parties and their respective commitments under this
Protocol;

Promote and guide, in accordance with the objective of the Convention
and the provisions of this Protocol, and taking fully into account the
relevant decisions by the Conference of the Parties, the development
and periodic refinement of comparable methodologies for the effective
implementation of this Protocol. to be agreed on by the Conference of
the Parties serving as the meeting of the Parties to this Protocol; -

Make recommendations on any matters necessary for the
implementation of this Protocol;

Seek to mobilize additional financial resources in accordance with
Article 11. paragraph 2;

Establish such subsidiary bodies as are deemed necessary for the
implementation of this Protocol.

i
i

(i) Seek and utilize. where appropriate. the services an
of. and information provided by. competent international
organizations and intergovernmental and non-governmental bodic~
and

Sration

(i) Exercise such other functions as may be required for the
implementation of this Protocol. and consider any assignment
resulting from a decision by the Conference of the Parties.

5. The rules of procedure of the Conference of the Parties and financial
procedures applied under the Convention shall be applied mutatis mutandis
under this Protocol. except as may be otherwise decided by consensus by the
Conference of the Parties serving as the meeting of the Parties to this Protocol.

6. The first session of the Conference of the Parties serving as the meeting of the
Parties to this Protocol shall be convened by the secretariat in conjunction with
the first session of the Conference of the Parties that is scheduled after the date ot
the entry into force of this Protocol. Subsequent ordinary sessions of the
Conference of the Parties serving as the meeting of the Parties to this Protocol
shall be held every year and in conjunction with ordinary sessions of the
Conference of the Parties, unless otherwise decided by the Conference of the
Parties serving as the meeting of the Parties to this Protocol.

7. Extrabrdinary sessions of the Conference of the Parties serving as the meeting
of the Parties to this Protocol shall be held at such other times as may be deemed
necessary by the Conference of the Parties serving as the meeting of the Parties to
this Protocol. or at the written request of any Party. provided that. within six
months of the request being communicated to the Parties by the secretariat. it is
supported by at least one third of the Parties.

8. The United Nations, its specialized agencies and the International Atomic
Energy Agency, as well as any State member thereof or observers thereto not pariy
to the Convention. may be represented at sessions of the Conference of the Partics
serving as the meeting of the Parties to this Protocol as observers. Any body or
agency. whether national or international. governmental or non-governmental.
which is qualified in matters covered by this Protocol and which has informed the
secretariat of its wish to be represented at a session of the Conference of the
Parties serving as the meeting of the Parties to this Protocol as an observer. may be
so admitted unless at least one third of the Parties present object. The admission
and participation of observers shall be subject to the rules of procedure. as
referred to in paragraph 5 above.




1. The secretariat established by Article 8 of the Convention shall serve as the
secretariat of this Protocol.

2. Article 8. paragraph 2. of the Convention on the functions of the secretariat,
and Article 8. paragraph 3, of the Convention on arrangements made for the
functioning of the secretariat, shall apply mutatis mutandis to this Protocol. The
secretariat shall. in addition, exercise the functions assigned to it under this

Protocol. -

1. The Subsidiary Body for Scientific and Technological Advice and the Subsidiary
Body for Implementation established by Articles 9 and 10 of the Contvention shall
serve as. respectively. the Subsidiary Body for Scientific and Technological Advice
and the Subsidiary Body for Implementation of this Protocol. The provisions
relating to the functioning of these two bodies under the Convention shall apply
mutatis mutandis to this Protocol. Sessions of the meetings of the Subsidiary
Body for Scientific and Technological Advice and the Subsidiary Body for
Implementation of this Protocol shall be held in conjunction with the meetings of,
respectively. the Subsidiary Body for Scientific and Technological Advice and the
subsidiary Body for Implementation of the Convention.

2. Parties to the Convention that are not Parties to this Protocol may participate
as observers in the proceedings of any session of the subsidiary bodies. When the
subsidiary bodies serve as the subsidiary bodies of this Protocol, decisions under

this Protocol shall be taken only by those that are Parties to this Protocol.

3. When the subsidiary bodies established by Articles 9 and 10 of the Convention
exercise their functions with regard to matters concerning this Protocol, any
member of the Bureaux of those subsidiary bodies representing a Party to the
Convention but, at that time, not a party to this Protocol, shall be replaced by an
additional member to be elected bv and from amongst the Parties to this Protocol.

ARTICLE 16

The Conference of the Parties serving as the meeting of the Parties to this
Protocol shall. as soon as practicable, consider the application to this Protocol of.
and modify as appropriate, the multilateral consultative process referred to in
Article 13 of the Convention, in the light of any relevant decisions that may be
taken by the Conference of the Parties. Any multilateral consultative process that
may be applied to this Protocol shall operate without prejudice to the procedures
and mechanisms established in accordance with Article 18.

ARTICLE 17

The Conference of the Parties shall define the relevant principles. modalities.
rules and guidelines, in particular for verification. reporting and accountability for
emissions trading. The Parties included in Annex B mav participate in emissions
trading for the purposes of fulfilling their commitments under Article 3. Any such
trading shall be supplemental to domestic actions for the purpose of meeting
quantified emission limitation and reduction commitments under that Article.

ARTICLE 18

The Conference of the Parties serving as the meeting of the Parties to this
Protocot shall, at its first session. approve appropriate and effective procedures
and mechanisms to determine and to address cases of non-compliance with the
provisions of this Protocol. including through the development of an indicative list
of consequences, taking into account the cause. rype. degree and frequency of
non-compliance. Any procedures and mechanisms under this Article entailing
binding consequences shall be adopted by means of an amendment to this
Protocol.

ARTICLE 19

The provisions of Article 14 of the Convention on settlement of disputes shall
apply mutatis mutandis 1o this Protocol.




| ARTICLE 20+

1 Any Party may propose amendments to this Protocol.

2. Amendments to this Protocol shall be adopted at an ordinary session of the
Conference of the Parties serving as the meeting of the Parties to this Protocol.
The text of any proposed amendment to this Protocol shall be communicated to
the Parties by the secretariat at least six months before the meeting at which it is
proposed for adoption. The secretariat shall also communicate the rext of any
proposed amendments to the Parties and signatories to the Convention and, for

information. to the Depositary.

3 The Parties shall make every effort to reach agreement on any proposed
amendment to this Protocol by consensus. If all efforts at consensus have been
exhausted. and no agreement reached, the amendment shall as a last resort be
adopted by a three-fourths majority vote of the Parties present and voting at the
meeting. The adopted amendment shall be communicated by the secretariat to the
Depositary. who shall circulate it to all Parties for their acceptance.

4. Instruments of acceptance in respect of an amendment shall be deposited with
the Depositary. An amendment adopted in accordance with paragraph 3 above
shall enter into force for those Parties having accepted it on the ninetieth day after
the date of receipt by the Depositary of an instrument of acceptance by at least

three fourths of the Parties to this Protocol.

5. The amendment shall enter into force for any other Party on the ninetieth day
after the date on which that Party deposits with the Depositary its instrument of
acceptance of the said amendment.

1. Annexes to this Protocol shall form an integral-part thereof and. unless
otherwise expressly provided, a reference to this Protocol constitutes at the same
time a reference to any annexes thereto. Any annexes adopted after the entry into
force of this Protocol shall be restricted to lists, forms and any other material of a
descriptive nature that is of a scientific. technical, procedural or administrative
character. :

2. Any Party may make proposals for an annex to this Protocol and may propose
amendments to annexes to this Protocol.

3. Annexes to this Protocol and amendments to annexes to this Protocol shall be
adopted at an ordinary session of the Conference of the Parties serving as

he meeting of the Parties to this Protocol. The text of any proposcd
amendment to an annex shall be communicated to the Parties by the s€Cretariat at
least six months before the meeting at which it is proposed for adoption. The
secretariat shall also communicate the text of any proposed annex or amendment
to an annex 1o the Parties and signatories to the Convention and. for information.

" to the Depositary.

4. The Parties shall make everyv effort to reach agreement on any proposcd annex
or amendment to an annex bv consensus. If all efforts at consensus have been
exhausted, and no agreement reached. the annex or amendment to an annex shall
as a last resort be adopted by a three-fourths majority vote of the Parties present
and voting at the meeting. The adopted annex or amendment to an annex shall be
communicated by the secretariat to the Depositary. who shall circulate it to all
Parties for their acceptance.

5. An annex, or amendment to an annex other than Annex A or B. that has been
adopted in accordance with paragraphs 3 and 4 above shall enter into force for all
Parties to this Protocol six months after the date of the communication by the
Depositary to such Parties of the adoption of the annex or adoption of the
amendment to the annex. except for those Parties that have notified the
Depositary, in writing. within that period of their non-acceptance of the annex or
amendment to the annex. The annex or amendment to an annex shall enter into
force for Parties which withdraw their notification of non-acceptance on the
ninetieth day after the date on which withdrawal of such notification has been
received by the Depositary.

6. If the adoption of an annex or an amendment to an annex involves an
amendment to this Protocol, that annex or amendment to an annex shall not enter
into force until such time as the amendment to this Protocol enters into force.

7. Amendments to Annexes A and B to this Protocol shall be adopted and enter

into force in accordance with the procedure set out in Article 20, provided that anv
amendment to Annex B shall be adopted only with the written consent of the
Party concerned.

ARTICLE 22

1. Each Party shall have one vote. except as provided for in paragraph 2 below.

2. Regional economic integration organizations. in matters within their
competence, shall exercise their right to vote with a number of votes equal to the
number of their member States that are Parties to this Protocol. Such an
organization shall not exercise its right to vote if any of its member States exercises
its right, and vice versa.
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The Secretary-General of the United Nations shall be the Depositary of this
Protocol.

CARTICLE 24

1. This Protocol shall be open for signature and subject to ratification, acceptance
or approval by States and regional economic integration organizations which are
Parties to the Convention. It shall be open for signature at United Nations
Headquarters in. New York from 16 March 1998 to 15 March 1999. This Protocol
shall be open for accession from the day after the date on which it is closed for
signature. Instruments of ratification. acceptance, approval or accession shall be
deposited with the Depositary.

2. Anv regional economic integration organization which becomes a Party to this
Protocol without any of its member States being a Party shall be bound by all the
obligations under this Protocol. In the case of such organizations, one or more of
whose member States is a Party to this Protocol, the organization and its member
States shall decide on their respective responsibilities for the performance of their
obligations under this Protocol. In such cases. the organization and the member
states shall not be entitled to exercise rights under this Protocol concurrently.

3. In their instruments of ratification, acceptance, approval or accession. regional
cconomic integration organizations shall declare the extent of their competence
with respect to the matters governed by this Protocol. These organizations shall
also inform the Depositary, who shall in turn inform the Parties. of any substantial
modification in the extent of their competence.

ARTICLE 25

1. This Protocol shall enter into force on the ninetieth day after the date on
which not less than 55 Parties to the Convention, incorporating Parties included in
Annex I which accounted in total for at least 55 per cent of the total carbon
dioxide emissions for 1990 of the Parties included in Annex I, have deposited their
instruments of ratification, acceptance. approval or accession.

2. For the purposes of this Article."the total carbon dioxide emissions for 1990 of
the Parties included in Annex I" means the amount communicated on or before the
date of adoption of this Protocol by the Parties included in Annex I in their first

national communications submitted in accordance with Article 12 o
Convention.

3. For each State or regional economic integration organization that ratifies.
accepts or approves this Protocol or accedes thereto after the conditions set out
in paragraph 1 above for entry into force have been fulfilled. this Protocol shall
enter into force on the nineticth day following the date of deposit of its instrument
of ratification, acceptance. approval or accession.

4. For the purposes of this Article, any instrument deposited by a régional
economic integration organization shall not be counted as additional to those
deposited by States members of the organization.

ARTICLE 26

No reservations mav be made to this Protocol.

ARTICLE 27

1. Atany time after three vears from the date on which this Protocol has entered
into force for a Party. that Party may withdraw from this Protocol by giving written
notification to the Depositary.

2. Any such withdrawal shall take effect upon expiry of one vear from the date of
receipt by the Depositary of the notification of withdrawal. or on such later date as
may be specified in the notification of withdrawal.

3. Any Party that withdraws from the Convention shall be considered as also
having withdrawn from this Protocol.




ANNEX A

The original of this Protocol, of which the Arabic, Chinese, English, French, . Greenhouse gases
Russmn and Spanish texts al?C equall.y authentic, shall be deposited with the : Carbon dioxide (CO2)
secretary-General of the United Nations. Methane (CH.)

Nitrous oxide (N.O)
Hydrofluorocarbons (HFCs)
Perfluorocarbons (PFCs)

DONE at Kyoto this eleventh day of December one thousand nine hundred
and ninety-seven. i

IN WITNESS WHEREOF the undersigned, being duly authorized to that effect, Sulphur hexafluoride (SF¢)
have affixed their signatures to this Protocol on the dates indicated. Sectors/source categories
Energy

Fuel combustion
Energy industries
Manufacturing industries and construction
: Transport
3 Other sectors
: Other
Fugitive emissions from fuels
Solid fuels
Oil and natural gas
Other

Industrial processes
Mineral products
Chemical industry
Metal production
Other production
Production of halocarbons and sulphur hexafluoride
Consumption of halocarbons and sulphur hexafluoride
Other

Solvent and other product use

Agriculture
Enteric-fermentation
Manure management
Rice cultivation
Agricultural soils
Prescribed burning of savannas
Field burning of agricultural residues
Other

gy

Waste

Solid waste disposal on land
Wastewater handling

Waste incineration

Other




ANNEX B '- DECISIONS ADOPTED BY THE CONFERENCE OF TH.TIES
(12th plenary meeting, 11 December 1997)

Party Quantified emission limitation or Decision 1/CP.3
reducti(}r;) commitment rod) E Adoption of the Kyoto Protocol to the
(percentage of base year or pe United Nations Framework Convention on Climate Change

AUSTEALA . 108

AUSEE oo e e e 92 The Conference of the Parties,

BelgiUf_n_ ------------------------------------------------------------------- 92 Having reviewed Article 4, paragraph 2(a) and (b). of the United Nations
Camas ,  Framework Convention on Climate Change at its first session and having

Croatia® ... e 95 i concluded that these subparagraphs are not adequate.

Czech Republic” ... 92 Recalling its decision 1/CP1 entitled “The Berlin Mandate: Review of the
Dé"mafk """"""""""""""""""""""""""""""""""" 9; " adequacy of Article 4, paragraph 2(a) and (b). of the Convention. including
Furopean Commaniy 8 proposals related to a protocol and decisions on follow-up”. by which it agreed to
Finland .. . ....... ... [T TR TR : begin a process to enable it to take appropriate action tor the period bevond 2000
France ... : through the adoption of a protocol or another legal instrument at its third session.
:*:f;gl:;m: o Recalling further that one aim of the process was to strengthen the

Hungary” . .. commitments in Article 4. paragraph 2(a) and (b) of the Convention. for developed
lceland ... country/other Parties included in Annex I. both to ¢laborate policies and measures.
Treland ... and to set quantified limitation and reduction objectives within specified time-
laly frames, such as 2005. 2010 and 2020. for their anthropogenic emissions by sources
Japan o and removals by sinks of greenhouse gases not controlled by the Montreal

Larvia® . Protocol,

LIeChtenstein ... . o

Lithuania® ... Recalling also that. according to the Berlin Mandate. the process will not
Luxembourg ... introduce any new commitments for Parties not included in Annex [ but reaffirm
Monaco ... T PRI existing commitments in Article 4. paragraph 1. and continue to advance the
.\:etherlands """""""""""""""""""""""""""""""""""""" implementation of these commitments in order to achieve sustainable

omar LT development, taking into account Article . paragraphs 3.5 and =

Poland™.... .o Noting the reports of the Ad Hoc Group on the Berlin Mandate on its eight
Portugal . ...... ... 3 sessions, '

Romania® . . .. ... : :

Russian Federation® e Having considered with appreciation the report presented by the Chairmin of
SlovaKIA® L the Ad Hoc Group on the Berlin Mandate.

Slovenia® ............

SPRUN o Taking note with appreciation of the report of the Chairman of the

SMCUETL o Committee of the Whole on the outcome of the work of the Committec.
:T\:_:Zlf]gmd '''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''' Recognizing the need to prepare for the early entry into force of the Kvoto
United Kingdom of Great Britain and Northern Ireland ......... 92 Protocol to the United Nations Framework Con\'cmio_n on Climate Change.

United States of America ... 93

Aware of the desirability of the timely commencement of work to pave the
way for a successful outcome of the fourth session of the Conference of the
Parties, to be held in Buenos Aires, Argentina,

| FCCC/AGBM/1995/2 and Corr.1.and 7 and Corr.), FCCC/AGBM/1996/5. 8. and 11. FCCC/AGBM/1997/3
3/Add.1 an®Corr 1.5.% and 8/Add |




I. Dect .dopt the Kyoto Protocol to the United Nations Framework
Convention on Climate Change, annexed hereto;

2. Requests the Secretary-General of the United Nations to be the Depositary of

this Protocol and-to open it for signature in New York from 16 March 1998 until
15 March 1999:

3. Invites all Parties to the United Nations Framework Convention on Climate
Change to sign the Protocol on 16 March 1998 or at the earliest opportunity
thereafter. and to deposit instruments of ratification, acceptance or approval, or
instruments of accession where appropriate, as soon as possible;

4. Further invites States that are not parties to the Convention to ratify or accede
to it. as appropriate, without delay, so that they may become Parties to the
Protocol:

5. Requests the Chairman of the Subsidiary Body for Scientific and Technological
Advice and the Chairman of the Subsidiary Body for Implementation, taking into
account the approved programme budget for the biennium 19981999 and the
related programme of work of the secretariat,’ to give guidance to the secretariat
on the preparatory work needed for consideration by the Conference of the
Parties. at its fourth session, of the following matters, and to allocate work thereon
to the respective subsidiary bodies as appropriate:

() Determination of modalities, rules and guidelines as to how, and which,
additional human-induced activities related to changes in greenhouse
gas emissions by sources and removals by sinks in the agricultural soils
and the land-use change and forestry categories shall be added to, or
subtracted from, the assigned amounts for Parties to the Protocol
included in Annex I to the Convention, as provided for under Article 3,
paragraph 4, of the Protocol;

(b Definition of relevant principles, modalities, rules and guidelines, in
particular for verification, reporting and accountability of emissions
trading, pursuant to Article 17 of the Protocol; '

(c) Elaboration of guidelines for any Party to the Protocol included in
Annex | to the Convention to transfer to, or acquire from, any other
such Party emission reduction units resulting from projects aimed at
reducing anthropogenic emissions by sources or enhancing
anthropogenic removals by sinks of greenhouse gases in any sector of
the economy, as provided for under Article 6 of the Protocol;

(d) Consideration of and. as appropriate, action on suitable methodologies
to address the situation of Parties listed in Annex B to the Protocol for
which single projects would have a significant proportional impact on
emijssions in the commitment period:

FCCC/CP/1997/INF 1 ' ’

RS IO

LA e

v,

(e) Analysis of the implications of Article 12. paragraph 10.0 Y orocol:

6. Invites the Chairman of the Subsidiary Body for Scientific and Technological
Advice and the Chairman of the Subsidiary Bodyv for Implementation to make a
joint proposal to those bodies. at their eighth sessions. on the allocation to them of
preparatory work to enable the Conference of the Parties serving as the meeting of
the Parties to the Protocol, at its first session after the entry into force of the
Protocol, to accomplish the tasks assigned to it by the Protocol.

Decision 2/CP.3 .
Methodological issues related to the Kyoto protocol

The Conference of the Parties,
Recalling its decisions 4/CP1 and 9/CP 2.

Endorsing the relevant conclusions of the Subsidiary Body for Scientific and
Technological Advice at its fourth session. '

1. Reaffirms that Parties should use the Revised 1996 Guidelines for National
Greenhouse Gas Inventories of the Intergovernmental Panel on Climate Change to
estimate and report on anthropogenic emissions by sources and removals by sinks
of greenhouse gases not controlled by the Montreal Protocol:

2. Affirms that the actual emissions of hydroﬂuoroc:lrbons. perfluorocarbons and
sulphur hexafluoride should be estimated. where data are available. and used for
the reporting of emissions. Parties should make every effort to develop the
necessary sources of data:

3. Reaffirms that global warming potentials used by Parties should be those
provided by the Intergovernmental Panel on Climate Change in its Second
Assessment Report (*1995 IPCC GWP values™) based on the effects of the
greenhouse gases over a 100-yvear time horizon. taking into account the inherent
and complicated uncertainties involved in global warming potential estimates. In
addition, for information purposes only. Parties may also use another time horizon.
as provided in the Second Assessment Report.

4. Recalls that, under the Revised 1996 Guidelines for National Greenhouse Gas
Inventories of the Intergovernmental Panel on Climate Change. emissions bascd
upon fuel sold to ships or aircraft engaged in international transport should not be
included in national totals, but reported separately: and urges the Subsidiary Body
for Scientific and Technological Advice to further elaborate on the inclusion of
these emissions in the overall greenhouse gas inventories of Parties:
'FCCC/SBTA/1996/20. paras. 30 and 54. '
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3 @ emissions resulting from multilateral operations pursuant to the

Charter of the United Nations shall not be included in national totals. but reported
separately: other emissions related to operations shall be included in the national
emissions totals of one or more Parties involved.

Decision 3/CP.3
Implementation of Article 4, paragraphs 8 and 9, of the Convention

The Conference of the Parties,

Noting the provisions of Article 4, paragraphs 8 and 9, of the United Nations
Framework Convention on Climate Change, :

Noting further the provisions of Article 3 of the Convention and of the “Berlin
Mandate” in its paragraph 1(b).'

1. Requests the Subsidiary Body for Implementation, at its eighth session, to
undertake a process to identify and determine actions necessary to meet the
specific needs of developing country Parties, specified under Article 4, paragraphs
8 and 9. of the Convention, arising from adverse effects of climate change and/or
the impact of the implementation of response measures. Issues to be considered
shall include actions related to funding. insurance and transfer of technology;

2. Further requests the Subsidiary Body for Implementation to report to the
Conference of the Parties, at its fourth session, on the outcome of this process;

3. Invites the Conference of the Parties, at its fourth session, to take a decision on
actions based on the conclusions and recommendations of this process.

Decision 1/CP1

REPORT OF THE CONFERENCE OF THE PAR’

ON ITS THIRD SESSION

Table: Total carbon dioxide emissions of Annex I Parties in 1990,
for the purposes of Article 25 of the Kyoto Protocol 2

Party

Austria
Belgium
Bulgaria
Canada

Czech Republic

Denmark
Australia
Estonia
Finland
France
Germany
Greece
Hungary
Iceland
Ireland

Italy

Japan

Latvia
Liechtenstein
Luxembourg
Monaco
Netherlands
New Zealand
Norway
Poland
Portugal
Romania

Russian Federation

Slovakia
Spain

~ Emissions (Gg)

59,200
113,405
82,990
457.441
169.514
52,100
288.965
37.797
53.900
366.5306
1,012,443
82.100
71.673
2,172
30.719
428,941
1,173,360
22976
208
11.343

71
167.600
25.530
35,533
414.930
42,148
171,103
2,388.720
58,278
260,654

Percentage

0.4
0.8
0.6
3.3
1.2
0.4
2.1

0.3
0.4

0.2
0.0
01
0.0

0.2
0.3
3.0
0.3
17.4
0.4
1.9
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Switzerland 43,600 03 =
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United States of America 4,957,022 36.1 ,
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A para based on the information from the 34 Annex I Parties that submitted their first
national communications on or before 11 December 1997, as compiled by the secretariat in
several documents (A/AC.237/81; FCCC/CP/1996/12/Add.2 and FCCC/SB/1997/6). Some of
the communications included data on CO2 emissions by sources and removals by sinks from
land-use change and forestry, but since different ways of reporting were used these data are

not included.
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The Kyoto Protocol on Climate Change

Fact Sheet released by the Bureau of Oceans and International
Environmental and Scientific Affairs

January 15, 1998

BACKGROUND

At a conference held December 1 - 11 1997, in Kyoto, Japan, the Parties to the UN
Framework Convention on Climate Change agreed to an historic Protocol to reduce
greenhouse gas emissions by harnessing the forces of the global marketplace to protect the
environment.

The Kyoto Protocol in key respects -- including emissions targets and timetables for
industrialized nations and market-based measures for meeting those targets -- reflects
proposals advanced by the United States. The Protocol makes a down payment on the
meaningful participation of developing countries, but more needs to be done in this area.
Securing meaningful developing country participation remains a core U.S. goal.

EMISSIONS TARGETS

A central feature of the Kyoto Protocol is a set of binding emissions targets for developed

nations. The specific limits vary from country to country, though those for the key industrial

powers of the European Union, Japan, and the United States are similar -- 8% below 1990
' emissions levels for the EU, 7% for the U.S., 6% for Japan.

The framework for these emissions targets is based largely on U.S. proposals:

* Emissions targets are to be reached over a five-year budget period as proposed by the
U.S., rather than by a single year. Allowing emissions to be averaged across a budget
period increases flexibility by helping to smooth out short-term fluctuations in economic
performance or weather, either of which could spike emissions in a particular year.

* The first budget period will be the U.S. proposal of 2008-2012. The Parties rejected
proposals favored by others, including budget periods beginning as early as 2003, that
were neither realistic nor achievable. Having a full decade before the start of the binding
period will allow more time for U. S. companies to make the transition to greater energy
efficiency and/or lower carbon technologies.

e The emissions targets include all six major greenhouse gases. The EU and Japan
initially favored counting only three gases -- carbon dioxide, methane, and nitrous
oxide. Ensuring the inclusion of the additional gases (synthetic substitutes for
ozone-depleting CFCs) that are highly potent and long-lasting in the atmosphere
provides more comprehensive environmental protection and lends more certainty
concerning the treatment of the additional gases.

* Activities that absorb carbon, such as planting trees, will be offset against emissions
targets. The treatment of these so-called "sinks" was another controversial issue at
Kyoto. Many countries wanted sinks to be excluded. The United States insisted that they
be included in the interest of encouraging activities like afforestation and reforestation.

‘ Accounting for the role of forests is critical to a comprehensive and environmentally
responsible approach to climate change. It also provides the private sector with low-cost
opportunities to reduce emissions.
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Is the target the United States agreed to actually 7% lower than what the
President proposed in October?

No. The 7% target represents at most a 3% real reduction below the
President’s initial proposal of reducing greenhouse gases to 1990 levels by
2008-2012. The remaining 4 percentage points result from certain changes in
the way gases and sinks are calculated and do not reflect any increase in
effort as compared to the President’s original proposal.

Changing the baseline for the three synthetic greenhouse gasses from 1990 to
1995 accounts for about 1% of the 7% reduction. Use of these three gases has
grown since 1990, so that permitting a 1995 baseline allows for a higher overall
baseline than the Administration assumed last October when the President
announced his goal of reaching 1990 levels by 2008-2012. Making reductions to
meet a higher baseline is of course easier than making reductions to meet a lower
baseline. Had the United States maintained the same level of effort assumed by
the President in October, and no other factors had changed, the shift to a 1995
baseline for the three synthetic gases would, alone, have transformed the
President’s goal of 1990 levels into a goal equivalent to 1% below 1990 levels.

Altering the accounting method for carbon-absorbing activities, such as
planting trees, accounts for about 3% of the 7% reduction. The President’s
original goal assumed that the 1990 baseline would be lowered by
carbon-absorbing activities, but under the method agreed in Kyoto, such activities
do not lower the 1990 baseline. Because the 1990 level baseline is thus higher
under the Kyoto agreement, the U.S. target becomes somewhat less stringent.
Specifically, had the U.S. maintained the same level of effort assumed by the
President in October, and no other factors had changed, the shift in the accounting
method for carbon-absorbing activities would, alone, have transformed the
President's goal of 1990 levels into a goal equivalent to at least 3% below 1990
levels. (As noted above, certain carbon-absorbing activities will count against
emission reduction commitments in the budget period.)

INTERNATIONAL EMISSIONS TRADING

The United States prevailed in securing acceptance of emissions trading among nations with
emissions targets. This free market approach, pioneered in the U.S., will allow countries to
seek out the cheapest emissions reductions, substantially lowering costs for the U.S. and
others.

Under an emissions trading regime, countries or companies can purchase less expensive
emissions permits from countries that have more permits than they need (because they have
met their targets with room to spare). Structured effectively, emissions trading can provide a
powerful economic incentive to cut emissions while also allowing important flexibility for
taking cost-effective actions.

The Kyoto Protocol enshrines emissions trading. Rules and guidelines -- in particular for
verification, reporting, and accountability -- are to be discussed at the next meeting of the
Parties at Buenos Aires in November 1998.

http://www.state.gov/www/global/oes/fs_kyoto_climate_980115.htr
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The inclusion of emissions trading in the Kyoto Protocol reflects an important decision to
address climate change through the flexibility of market mechanisms. Led by the United

‘ States, the Conference rejected proposals to require all Parties with targets to impose specific
mandatory measures, such as energy taxes.

The United States also reached a conceptual agreement with a number of countries, including
Australia, Canada, Japan, New Zealand, Russia and Ukraine, to pursue an umbrella group to
trade emissions permits. Such a trading group could further contribute to cost-effective
solutions to this problem.

JOINT IMPLEMENTATION AMONG DEVELOPED COUNTRIES

Countries with emissions targets may get credit towards their targets through project-based
emission reductions in other such countries. The private sector may participate in these
activities.

Additional details may be agreed upon by the Parties at future meetings.
CLEAN DEVELOPMENT MECHANISM

Another important free market component of the Kyoto Protocol is the so-called "Clean
Development Mechanism" (CDM). The CDM embraces the U.S. proposal for "joint
implementation for credit" in developing countries.

’ With the Clean Development Mechanism, developed countries will be able to use certified
emissions reductions from project activities in developing countries to contribute to their
compliance with greenhouse gas reduction targets.

This Clean Development Mechanism will allow companies in the developed world to enter
into cooperative projects to reduce emissions in the developing world -- such as the
construction of high-tech, environmentally sound power plants -- for the benefit of both
parties. The companies will be able to reduce emissions at lower costs than they could at
home, while developing countries will be able to receive the kind of technology that can allow
them to grow more sustainably. The CDM will certify and score projects. The CDM can also
allow developing countries to bring projects forward in circumstances where there is no
immediate developed country partner.

Under the Clean Development Mechanism, companies can choose to make investments in
projects or to buy emissions reductions. In addition, Parties will ensure that a small portion of

proceeds be used to help particularly vulnerable developing countries, such as island states,
adapt to the environmental consequences of climate change.

Importantly, certified emissions reductions achieved starting in the year 2000 can count
toward compliance with the first budget period. This means that private companies in the
developed world will be able to benefit from taking early action.

‘ DEVELOPING COUNTRIES

Various Protocol provisions, taken together, represent a down payment on developing country
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participation in efforts to reduce greenhouse gas emissions:
* Developing countries will be engaged through the Clean Development Mechanism,

‘ noted above.

* The Protocol advances the implementation by all Parties of their commitments under
the 1992 Framework Convention on Climate Change. For example, the Protocol
identifies various sectors (including the energy, transport, and industry sectors as well as
agriculture, forestry, and waste management) in which actions should be considered in
developing national programs to combat climate change and provides for more specific
reporting on actions taken.

Developing countries may, as a prerequisite for engaging in emissions trading, voluntarily
assume binding emissions targets through amendment to the annex of the Protocol that lists
countries with targets. The Kyoto Protocol does not include a separate article for nations to
voluntarily assume binding emissions targets.

Securing meaningful participation from key developing countries remains a priority for the
United States. The Administration has stated that without such participation, it will not submit
the Kyoto Protocol to the Senate for advice and consent to ratification.

MILITARY EMISSIONS

The Kyoto Protocol achieves the objectives identified by the Department of Defense where
international agreement was necessary to protect U.S. military operations.

. * Emissions from "bunker"” fuels (for international maritime or aviation use) are exempted
from emissions limits.

* Emissions from multilateral operations pursuant to the United Nations Charter are
exempted from emissions limits. This includes not only multilateral operations
expressly authorized by the UN Security Council (such as Desert Storm, Bosnia,
Somalia) but also multilateral operations not expressly authorized that are nonetheless
pursuant to the UN Charter, such as Grenada.

¢ Countries may decide, among themselves, how to account for emissions relating to
multilateral operations (for example, U.S. training in another NATO country). This
provision avoids the need to use emissions trading to allocate such emissions.

COMPLIANCE AND ENFORCEMENT

The Protocol contains several provisions intended to promote compliance. These include
requirements related to measurement of greenhouse gases, reporting, and review of
implementation.

The Protocol also contains certain consequences for failure to meet obligations. For example,
as a result of a U.S.-proposed provision, a Party not in compliance with its measurement and
reporting requirements cannot receive credit for joint implementation projects.

Effective procedures and a mechanism to determine and address non-compliance are to be
decided at a later meeting. For both environmental and competitiveness reasons, the United

. States will be working on proposals to strengthen the compliance and enforcement regime
under the Protocol.
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ENTRY INTO FORCE

. The Kyoto Protocol will be open for signature in March 1998. To enter into force, it must be
ratified by at least 55 countries, accounting for at least 55 percent of the total 1990 carbon
dioxide emissions of developed countries. U.S. ratification will require the advice and consent
of the Senate.

Return to: Climate Change | Environment and Development

[End of Document]

Return to the Department of State Home Page. This is an official U.S.-Government source for
information on the WWW. Inclusion of non-U.S. Government links does not imply endorsement of
contents.
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Stuart Eizenstat

Under Secretary of State for Economic, Business and
Agricultural Affairs

Statement before the Senate Foreign Relations Committee
Washington, DC, February 11, 1998

Thank you, Mr. Chairman.

At the outset, let me thank those members of Congress, in this chamber and in the House of
Representatives, who participated with us in the Kyoto Conference and who lent their advice
and support to our efforts there. In particular I wish to thank Senators Hagel, Baucus, Chafee,
Enzi, Kerry and Lieberman for taking the time to be present. I must also thank Senator Byrd,
who could not be with us in Kyoto, for his interest and leadership. Rarely has there been an
environmental issue more important or complex than global warming, and rarely has there
been a greater need for the Executive Branch and the Congress to work closely together.

It is with great pleasure that I appear here today to explain the Administration's position on
global warming. To this end, I will divide my testimony into four parts: (1) a short discussion
of the science - the driving force for all the efforts we have taken to date to mitigate a
significant and growing global environmental problem; (2) a discussion of the results of the
recent Kyoto Conference and key features of the Kyoto Protocol; (3) an effort to correct
misperceptions; and (4) a brief review of the President's Climate Change Technology
Initiative. I hope to leave you with a clear understanding of why we believe that it is necessary
to act, of how we intend to proceed internationally, and of what the President plans to do here
at home.

’ The Science

! Human beings are changing the climate by increasing the global concentrations of greenhouse
gases such as carbon dioxide, methane and nitrous oxide. Burning coal, oil and natural gas to
heat our homes, power our cars and illuminate our cities produces carbon dioxide and other
greenhouse gases as by-products -- more than 6 billion metric tons worth of carbon in the form
of carbon dioxide annually. Similarly, deforestation and land clearing also release significant
quantities of such gases -- another 1 to 2 billion tons a year. Over the last century, greenhouse
gases have been released to the atmosphere faster than natural processes can remove them.
There is no ambiguity in the data; since 1860, concentrations of carbon dioxide have risen 30
percent, from 280 parts per million (ppm) to 365 ppm.

In December 1995, the authoritative Intergovernmental Panel on Climate Change (IPCC),
representing the work of more than 2,000 of the world's leading climate change scientists from
more than 50 countries, concluded that "the balance of evidence suggests that there is a
discernible human influence on global climate."

The IPCC Assessment represents the best synthesis of the science of climate change. It
concludes:

e Concentrations of greenhouse gases could exceed 700 ppm by 2100 under "business as
usual" -- levels not seen on the planet for 50 million years. The projected temperature
increase of 2 to 6.5 degrees Fahrenheit over the next 100 years, could exceed rates of
change for the last 10,000 years. For perspective, while there 1s some uncertainty, tropical
sea surface temperatures in the last ice age were anywhere from 2 to 9 degrees Fahrenheit
cooler than today.

o Increased temperatures are expected to speed up the global water cycle. Faster

’ evaporation will lead to a drying of soils and in some areas increased drought. Overall,

) however, due to the faster global cycling of water, there will be an increase in
precipitation. .
Sea levels are expected to rise between 6 and 37 inches over the next century. A 20 inch
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e Sea levels are expected to rise between 6 and 37 inches over the next century. A 20 inch
sea level rise could double the global population at risk from storm surges -- from
roughly 45 million to over 90 million, even if coastal populations do not increase.
Low-lying areas are particularly vulnerable (e.g., much of coastal Louisiana and the
Florida Everglades). _

o Human health is likely to be affected. Warmer temperatures will increase the chances of
heat waves (like the Chicago event in 1995 that killed over 400 people) and can
exacerbate air quality problems such as smog, and lead to an increase in allergic
disorders. Diseases that thrive in warmer climates, such as dengue fever, malaria, yellow
fever, encephalitis, and cholera are likely to spread due to the expansion of the range of
disease carrying organisms. By 2100, there could be an additional 50-80 million cases of
malaria each year. '

e Agriculture, forests, and natural ecosystems are also likely to be affected. The poorest
countries, already subject to food production and distribution problems, will likely suffer
the greatest agricultural impacts. Doubling current carbon dioxide concentrations could
lead to a dramatic change in the geographic distribution of one-third of the Earth's forests.
(For example, the ideal range of some North American forest species would shift by as
much as 300 miles to the north in the next 100 years -- far faster than their ability to
migrate on their own.) Such changes could have profound effects on parks and wildlife
refuges, and lead to a reduction in species diversity.

What Changes Have We Seen to Date?

The earth's temperature is increasing: Scientists from our National Oceanic and Atmospheric
Administration (NOAA), the U.K. Meteorological Office and the National Aeronautics and
Space Administration (NASA) all recently announced that 1997 was the warmest year on
record. In fact, nine of the last 11 years are among the warmest ever recorded.

The water cycle of the planet may be speeding up: Since the beginning of the century, NOAA
estimates that precipitation in the United States has increased by about 5 - 10 percent, while
the frequency of heavy downpours (where more than 2 inches fall in a day) has increased by
about 20 percent. The United States has had many recent reminders of how costly extreme
events can be: the Mississippi flooding of 1993 led to damages of between $10 and $20
billion; the Southern Plains drought of 1996 was estimated to cost $4 billion; and the
Northwest floods of 1996-97 about $3 billion. We have yet to learn what the current floods in
California will cost. While no single event can be attributed to global warming, increases in
floods and droughts are expected as global warming occurs. '

Action Needed Now

Some have argued that we can wait to act until all the details of the climate system have been
fully understood. The science tells us that this is a recipe for disaster. We will only fully
confirm predictions when we experience them. At that point it will be too late. The
concentrations of greenhouse gases in the atmosphere continue to rise each year, and because
these gases will persist for many decades to centuries, this problem is only slowly reversed.
The earth will continue to warm and the seas continue to rise as long as we continue to load
the entire atmosphere of the earth with greenhouse gases. The problem has developed over the
course of a century and it will take many decades to solve. Already, we have another 1.0
degree Fahrenheit of warming in the pipeline from emissions that have previously occurred, so
some impacts will happen no matter what actions we take. Nevertheless, we can still forestall
many others if we begin taking cost-effective actions now.

We should look at the Kyoto Protocol as an insurance policy against the potentially
devastating and irreversible impacts of global warming. This insurance policy is fully justified
today, based solely on our current understanding of the science. If we act now the premium
will be far more reasonable than if we delay and hope the problem created by greenhouse
gases will go away. It is like a life insurance policy whose costs grow significantly if we delay
year after year insuring ourselves.
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year after year insuring ourselves.

But there is a critical difference in the case of the climate system. In most insurance policies,

‘ the loser can be made whole -- restitution is possible; the building can be rebuilt, the stolen car
replaced, the fire or flood damage repaired. In the case of global warming, we will not have a
second chance -- failure to act will lead to irreversible consequences. We will be committing
ourselves, our children and our grandchildren to a very different planet, and they will never
forgive us.

But the premium for this insurance policy must be reasonable. For this reason we rejected
unrealistic targets in Kyoto; we insisted on full recourse to market-mechanisms; and we
opposed mandatory policies and measures -- like carbon taxes.

The totality of our scientific information, including that on vulnerability and impacts of global
warming, provides a compelling reason to act.

Let me now turn to the recent Kyoto Conference.
Kyoto Protocol

Last December in Kyoto, Japan, the nations of the world reached agreement on an historic step
to control greenhouse gas emissions which cause global warming. No sooner had the
negotiating session ended, however, than some critics on both ends of the political spectrum,
without a full examination of the results achieved, denounced the agreement as either too little
too late or too much too soon. In fact, the Kyoto Protocol, reached only through the exercise of
vigorous American leadership, represents an important achievement in the best interests of the
United States. But it is a framework for action, a work in progress, not a finished product

‘ ready for Senate consideration.

'-) U.S. Negotiating Objectives

In order to secure an effective agreement that is environmentally strong and economically
sound, while protecting the unique worldwide interests of the U.S. military, President Clinton
and Vice President Gore established three major objectives. As a result of the Kyoto
negotiations, we achieved the first two -- realistic targets and timetables for reducing
greenhouse gas emissions among the world's major industrial nations, which fully protect the
unique role of our military in its global reach; and flexible market-based mechanisms for
achieving those targets. The third, meaningful participation of developing countries, will be
the focus of our work in the coming months and years, but with the Kyoto Protocol we have
made an important down payment.

Elements of the Kyoto Protocol and Related Decisions

Our first objective -- realistic targets and timetables among developed countries -- had to be a
credible step in reducing the dangerous buildup of greenhouse gases, yet measured enough to
safeguard U.S. prosperity at home and competitiveness abroad. In the end, we secured the key
elements of the President's proposal on targets and timetables, often over the initial objections
of the European Union and other developed countries. The agreement and related decisions
include:

e The U.S. concept of a multi-year time frame for emissions reductions rather than a fixed,
single-year target. The multi-year time frame will allow the United States, other nations
and our industries greater flexibility in meeting our targets. Averaging over five years,
instead of requiring countries to meet a specific target each year, can lower costs,

' especially given an uncertain future. The averaging can smooth out the effects of
short-term events such as fluctuations in the business cycle and energy demand, or hard
winters and hot summers that would increase energy use and emissions.

e The U.S. specific time frame of 2008-2012, rather than earlier periods preferred by the
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e The U.S. specific time frame of 2008-2012, rather than earlier periods preferred by the
European Union and others, giving us more time to phase in change gradually and deploy
new technologies cost-effectively, and thereby to cushion the effects on our businesses
and workers.

"« Differentiated targets for the key industrial powers ranging from 6% to 8% below
baseline levels (1990 and 1995) of greenhouse gas emissions, with the United States
agreeing to a 7% reduction. When changes in the accounting rules for certain gases and
offsets for activities that absorb carbon dioxide are factored in, the level of effort required
of the United States is quite close to the President's original proposal to return emissions
to 1990 levels by 2008-2012, representing at most a 3 percent real reduction below that
proposal, and perhaps less.

e An innovative proposal shaped in part by the United States, allowing certain activities,
such as planting trees, that absorb carbon dioxide -- called "sinks" -- to be offset against
emissions targets. This will both promote cost-effective solutions to climate change and
encourage good forestry practices. As a major forestry nation this will be of special
benefit to the United States.

e As proposed by the United States, the Kyoto Protocol covers all six significant
greenhouse gases even though the E.U. and Japan proposed and fought until the last
moment to cover only three. This was an important environmental victory -- also
supported by many in our own industry -- because gases that other countries wanted to
omit and leave uncovered (including substitutes for the now banned chloro-fluorocarbons
that endanger the ozone layer) are among the fastest growing and longest lasting
greenhouse gases.

Flexible Market Mechanisms

Our second broad Presidential objective was to make sure that countries can use flexible
market mechanisms to reach their targets rather than the mandatory "policies and measures,"
such as carbon taxes, favored by the E.U. and many other developed countries.

The Kyoto Protocol enshrines a centerpiece of this U.S. market-based approach -- the
opportunity for companies and countries to trade emissions permits. In this way, companies or
countries can purchase less expensive emissions permits from companies or countries that
have more permits than they need (because they have met their targets with room to spare).
This is not only economically sensible, but environmentally sound. By finding the least
expensive way to reduce emissions, we will be providing a strong incentive for achieving the
maximum level of emissions reductions at the least cost. The United States has had a very
positive experience with permit trading in the acid rain program, reducing costs by 50 percent
from what was expected, yet fully serving our environmental goals.

This was a new concept for developed and developing countries alike -- some of whom fought
it vigorously. But we have it firmly enshrined in the Kyoto Protocol and it is a critical way of
ensuring cost-effective solutions. Its inclusion was a major victory for us. .

We went even further by achieving a conceptual understanding with several countries,
including Australia, Canada, Japan, New Zealand, Russia and Ukraine, to trade emissions
rights with each other. This 'umbrella group' could further reduce compliance costs.

Ensuring that we can meet our target reductions cost-effectively will depend significantly on
access to the flexibility mechanisms we fought hard to include in the Kyoto Protocol. Let me
be very clear: The commitment we made in Kyoto would not have been made -- could not
have been made -- were it not for the flexibility mechanisms that were also agreed there. Until
we are satisfied with the rules and procedures yet to be established, the promise of Kyoto will
never be realized. '

Meaningful Participation of Developing Countries

Our third objective was to secure meaningful participation of key developing countries, a
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Our third objective was to secure meaningful participation of key developing countries, a

concern that the Senate obviously shares, as evidenced by last summer's Byrd-Hagel

Resolution. Global warming is, after all, a global problem which requires a global solution --
‘ not only from the developed world but also from key developing countries.

Per capita emission rates are low in the developing world and will remain so for some time,
and over 70 percent of today's atmospheric concentrations of greenhouse gases attributable to
human activities are the result of emissions by the industrialized world. At the same time, it is
also true that by around 2015 China will be the largest overall emitter of greenhouse gases,
and by 2025 the developing world will emit more greenhouse gases in total than the developed
world. So from an environmental perspective, this problem cannot be solved unless
developing countries get on board.

We encountered significant resistance in Kyoto by some developing countries to meaningful
participation in solving the global warming problem. For example, we had sought to include a
specific process through which advanced developing or newly developed countries could take
on quantified emission limitation commitments and thereby take part in the international
emissions frading regime. While a number of developing countries expressed interest in our
proposal and supported it in Kyoto, others rejected it, and it was not possible to include such a
specific process in the Protocol. Still, developing countries may n¢ cless, as a prerequisite
Or eneaocing 1n_Cll () C
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amendment to the annex of the Protocol that lists countries with targets.

Some developing countries believe -- wrongly -- that the developed world is asking them to
limit their capacity to industrialize, reduce poverty and raise their standard of living. We have
made clear that we support an approach under which developing countries would continue to
grow -- but in a more environmentally sound and economically sustainable way, by taking
‘ advantage of technologies not available to countries that industrialized at an earlier time.

The Kyoto agreement does not meet our requirements for developing country participation.
} Nevertheless, a significant down payment was made in the form of a provision advanced by
Brazil and backed by the United States and the Alliance of Small Island States. This provision
defines a "Clean Development Mechanism," which embraces the U.S.-backed concept of
"joint implementation with credit." The goal is to build a bridge -- with incentives -- between
developed, industrialized countries, and developing nations. This new mechanism will allow
companies in the developed world to invest in projects in countries in the developing world --
such as the construction of high-tech, environmentally sound power plants -- for the benefit of
the parties in both worlds. The companies in the developed world will get emissions credits at
lower costs than they could achieve at home, while countries in the developing world will
share in those credits, and receive the kind of technology that can allow them to grow without
ruining their environment.

The Clean Development Mechanism has great potential, but developing countries will need to
do more in order to participate meaningfully in the effort to combat global warming. In
determining what developing countries ought to do, we should be aware that the circumstances
of developing countries vary widely, along a kind of continuum. Some today are very poor;
their greenhouse gas emissions are negligible and are likely to remain so for the foreseeable
future. Others, whose greenhouse gas emissions are not substantial, are relatively well off.
Some are poor on a per capita basis, but their greenhouse gas emissions today rival or surpass
those of the most advanced industrialized nations. Still others have already joined ranks with
the industrialized world in the OECD but have not yet fully accepted the added responsibility
for protection of the global environment that comes with their new status.

Any 'one-size-fits-all' approach to the 'meaningful participation of developing countries' and to
satisfy the Byrd-Hagel Resolution is thus unlikely to prevail. We found in Kyoto that even
among the industrialized countries it was necessary to recognize the individual national
circumstances faced by those differently situated in order to reach agreement, notwithstanding
our common purpose. Similarly, any uniform, inflexible approach to the 'meaningful
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participation of developing countries' is unlikely to prevail.

As Senator Byrd said in his letter of December 15, 1997, to the President, and recently restated
on January 29 here in the Senate: ‘ ‘

"...binding commitments for developing nations should be paced according to the

ability of each country to achieve greenhouse gas emission limitations appropriate to

its national circumstances and economic growth. These limitations could be

gradually implemented. Whether such commitments are in fact appropriate and

represent best effort by each nation, will not be difficult to discern. As the saying

goes, we will know it when we see it." '

Recognizing our "common but differentiated responsibilities and respective capabilities" it
will be necessary to develop an approach that provides for a meaningful global response to the
threat of global warming, while acknowledging the legitimate aspirations of developing
countries to achieve a better life for their peoples. To succeed, we will need to ensure that
those responsible for a significant share of global emissions accept their responsibility to
protect the global environment. We will also need to ensure that those who are able to do so
contribute according to their capacities and stage of development.

Some Misperceptions

Before moving on, Mr. Chairman, let me address a few specific points on which I believe
there may be some misperceptions. The first of these is that the Kyoto Protocol will damage
our national security or imperil the ability of our military to meet its worldwide
responsibilities -- this is not true.

We took special pains working with the Defense Department and the uniformed military ‘
before and in Kyoto to protect the unique position of the United States as the world's only

superpower with global military responsibilities. We achieved everything they outlined as

necessary to protect military operations and our national security.

At the Kyoto Conference, the Parties took a decision to exempt key overseas military activities
from emissions targets, including exemptions for "bunker fuels" (those used in international
aviation and maritime transport) and for emissions resulting from a wide range of multilateral
operations, such as peacekeeping and humanitarian relief. This exempts from our national
targets not only multilateral operations expressly authorized by the U.N. Security Council
(such as Desert Storm or Bosnia), but also multilateral operations that the United States
initiates pursuant to the U.N. Charter without express authorization (such as Grenada).
Countries may also decide among themselves how to account for emissions relating to
multilateral operations (e.g., U.S. training in another NATO country) without going through
emissions trading.

Second, it has been suggested that the Protocol will create a super U.N. Secretariat that will
threaten U.S. sovereignty and national decision-making through alleged intrusive verification
procedures and prior approval of individual emissions trades. That is not so. The review
process contained in the Protocol largely codifies the existing practice under the 1992
Framework Convention, to which the United States is a Party. Under the Protocol, small
expert review teams will continue to visit Annex I countries for brief periods to review
implementation of the Convention and of the Protocol. The review process is
intergovernmental, in that experts are nominated by governments. The review teams meet with
government officials, and with others by invitation. In reviews under the Convention, the
teams have met with Congressional staff, representatives of the private sector and
representatives of environmental organizations -- but only with their concurrence. Any other ‘

j vigits, such as site visits, would take place only if approved by the host country and, if the
L7 private sector is involved, the relevant interested persons. To date under the Convention, no
site visits have taken place. |
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In addition, let me be unmistakably clear -- while trading rules must be established
internationally to have emissions trading work -- as our SEC must set rules for equity trading
-~ we will not accept nor do we anticipate an approach that would require prior approval of
individual emissions trades by an international body. Trading will be done between interested
nations and their companies, based on market principles.

Concerns have also been raised that the Protocol is flawed, on the one hand because it will
threaten U.S. sovereignty by dictating national decisions on implementation and, on the other
hand, because it lacks mechanisms to verify compliance. In fact we believe that the Protocol
strikes an appropriate balance between these two extremes.

e The United States firmly opposed mandatory, harmonized policies and measures that
would be imposed upon us in order to reach our target. We prevailed. The Protocol leaves
Parties entirely free to decide how best to meet their targets based on national
circumstances.

e At the same time, we could not tolerate a free-for-all where Parties might or might not
meet their commitments, particularly given the conscientious way the United States
meets its international obligations. As a result, the Protocol calls for national
measurement of emissions, detailed reporting, and in-depth reviews -- on an
intergovernmental basis.

e The one area where we believe more work needs to be done is in identifying appropriate
consequences for non-compliance; the Protocol provides for elaborating such
consequences, with any binding consequences to be done in amendment form, so that the
Senate would have the opportunity to approve them.

foreign aid to Russia in which we will give away taxpayer money with no leverage on Russian
. policies with these funds. This also is not true. Under the Protocol's emissions trading
) provisions, we envision that U.S. private sector firms may choose to purchase international
emissions credits in order to meet their emissions obligations. Indeed, the private purchase of
emissions credits is one of the crucial ways to achieve cost-effective emissions reductions for
U.S. firms.

‘ Finally, some have suggested that the Protocol will result in a huge government transfer of

As with any market transaction, purchases of these credits will have to comply with all U.S.
legal and regulatory requirements. In addition, U.S. firms interested in international
investment will have an incentive to ensure that other countries meet the international
standards for adequate monitoring and reporting of their emissions of greenhouse gases. At the
same time, Russia will have significant incentives to use the revenue generated to invest in the
most modern, climate-friendly plants and equipment so that, as its economy recovers, it
continues to produce emissions credits that it can sell on international markets.

Framework for Action

Where do we go from here? While historic, the Kyoto Protocol is only one step in a long
process. It is, in essence, a framework for action, a work in progress, and a number of
challenges still lie ahead.

rRules and procedures must be adopted to ensure that emissions trading rights, joint
implementation and the Clean Development Mechanism operate efficiently and smoothly. The
Kyoto Protocol establishes emissions trading, but leaves open the specifics of operations. We
will work hard to ensure that the rules and procedures adopted enable emissions trading, joint
implementation and the Clean Development Mechanism to work smoothly and efficiently,

‘ | thereby encouraging the private sector fo engage.

We will also work closely with our industries to be sure they are satisfied that the emissions
trading system which is developed is as efficient and effective as possible to meet their needs.
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Most significant, we must work to secure the meaningful participation of key developing
countries. We must be creative in initiating bilateral agreements. We have made a promising

start with an agreement we reached with China during last fall's Summit. We must also use ‘
regional and multilateral fora to achieve our objectives -- such as the Summit of the Americas
process, in the Asian Partnership for Economic Cooperation (APEC) process, the President's
forthcoming trip to Africa, and the G-8 Summit in the United Kingdom. We will put on a full
court diplomatic press to bring developing nations into a meaningful role in helping solve the
global climate challenge. We will accept nothing less, nor would we expect the United States
Senate to do so As the President has indicated, the United States should not assume binding
obligations under the Protocol until key developing countries meaningfully participate in
meeting the challenge of climate change. Although the Kyoto Protocol was an historic step
forward, more progress is necessary with respect to participation of key developing countries.
It would be premature to submit the treaty to the Senate for its advice and consent to
ratification at this time. '

The Administration also plans to continue to work with the international financial institutions
to promote market-based energy sector policies in developing countries that will help reduce
developing country greenhouse gas emissions. Multilateral development bank policies,
including those of the Global Environment Facility, strongly influence international lending
and private capital flows for energy, industrial and transportation investments. Policies that
favor market pricing, privatization, clean technologies and environmentally-friendly
approaches will make implementing the Kyoto Protocol easier and will speed the growth of
nﬂk—‘ﬂmre'—r"‘t"'g—_ Kets Tor new fechnologies that help reduce emissions in developing countries. %e will
work wi ifiternational financial institutions themselves -- from the World Bank to the
regional development banks -- and with other countries, especially developed countries, to
achieve these goals in the coming years.

The Kyoto agreement does not solve the problem of global warming, but it represents an
important step in dealing with a problem that we cannot wish away. A premature decision to -
reject the Protocol would deprive us of the opportunity to complete its unfinished business. If
we fail to take reasoned action now, our children and grandchildren will pay the price.

Mr. Chairman, before turning briefly to our domestic efforts, let me note two other key
elements in this equation -- the contributions that the United States provides to carry out work
under the U.N. Framework Convention on Climate Change and in the Intergovernmental Panel
on Climate Change (IPCC), as well as the contributions that we make to the Global
Environment Facility (GEF). For FY 1999, the President has requested $314 million for the
International Organizations and Programs Account, a level that represents a 6.6 percent
increase over FY 1998. This amount includes $8 million for the Climate Stabilization Fund
which supports the Framework Convention and the IPCC. Parties to the Convention have
much work ahead of them, as I have already noted. In addition, the IPCC has now embarked
on its Third Assessment Report of Climate Change, scheduled for completion in late 2000 or
early 2001. These funds are vital to ensuring U.S. leadership in both of these organizations and
to ensuring that our views and the work of our scientists are taken fully into account.

In addition, the President has requested $300 million to meet our past and current pledges to
help fund the Global Environment Facility (GEF). The GEF helps developing countries act to
protect the global environment in several key focal areas including international waters,
biodiversity, climate change and depletion of the stratospheric ozone layer. If we want to bring
developing countries on board with real commitments to limit greenhouse gas emissions, we
need to demonstrate that we are a reliable partner by supporting their concrete efforts with
reliable resources. At this point, our GEF shortfall damages U.S. credibility in promising to
help developing countries meet the climate change obligations we are urging that they
undertake. I would therefore urge the Congress to fund fully our $300 million request, to meet
- our current pledge and also clear our substantial shortfall of nearly $200 million. '
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President's Climate Change Technology Initiative

‘ In his State of the Union address, President Clinton said that global warming is "the gathering
crisis that requires worldwide action." We need to begin now to launch the sensible,
cost-effective efforts that will help us avoid the high future cost of inaction.

The President last October outlined a three-stage approach to addressing climate change at
home. The first stage consists of immediate actions to stimulate development and use of
technologies that can minimize the cost of meeting U.S. goals in reducing greenhouse gas
emissions. Stage two will review options created through ongoing technology development
and lead to detailed plans for a domestic, market-based permit trading system for carbon
emissions. Stage three will begin to implement a market-based emissions-trading system.

As a first installment on this plan, President Clinton announced in his State of the Union
message two weeks ago his proposal for a $6.3 billion Climate Change Technology Initiative
over five years to cut U.S. greenhouse gas emissions -- $1.3 billion higher than the President
announced in his initial plan in October. This vigorous initiative calls for tax cuts coupled with
research and development (R&D) to take cost-effective, practical steps that will position us
well to meet the challenge we face early in the next century.

This initiative consists of two parts -- $3.6 billion in tax credits for energy-efficient purchases
and renewable energy, and $2.7 billion in new R&D spending over five years.

The tax package includes tax credits of $3,000 to $4,000 for consumers who purchase
advanced technology, highly fuel efficient vehicles. It provides a 15 percent credit (up to
$2,000) for purchases of rooftop solar electricity and hot water systems to provide incentives
for meeting the Million Solar Roofs goal. It also includes a 20 percent credit (subject to a cap)
. for purchasing energy-efficient building equipment, a $2,000 credit for purchasing energy
. efficient new homes, extension of the wind and biomass tax credit, and a 10 percent
} investment credit for the purchase of combined heat and power systems.

The R&D component covers the four major carbon-emitting sectors of the economy
(buildings, industry, transportation and electricity), plus carbon removal and sequestration,
Federal facilities, and cross cutting analysis and research. Examples of this R&D effort include
the Partnership for a New Generation of Vehicles (PNGV), a government-industry effort to
develop affordable cars that meet all applicable safety and environmental standards and get up
to three times the fuel efficiency of today's cars. In 1999, the President's budget for PNGV is
$277 million, up from $227 million appropriated for 1998. Our PNGV effort is clearly paying
off -- the developments about higher mileage cars announced by the Big Three last month
were assisted by research supported under PNGV. It is exciting to see our U.S. automakers
already planning for the cars of the future, not as pipe dreams but as achievable greenhouse
gas friendly products.

As General Motors Chair and CEO John F. Smith said recently in announcing GM's plans to
step up research spending and focus on bringing new products to market, "No car company
will be able to thrive in the 215t century if it relies solely on internal combustion engines." And
as William C. Ford, Jr., Chair of Ford's Finance Committee, also said in announcing that Ford
will join with Daimler-Benz of Germany in developing cars with fuel-cell engines, "There's a
compelling business case to be made."

Similar government-industry efforts are proposed to develop cleaner, more efficient diesel
engines for both light trucks and heavy trucks. The R&D effort also includes expanded
research partnerships for key renewable technologies such as wind, photovoltaics, geothermal,

. biomass, and hydropower to accelerate price reductions and improve performance. The
President's 1999 budget proposes a $100 million increase in appropriations for solar and
renewable energy R&D -- a 37 percent increase over 1998.
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We hope that the Congress will view the President's initiative favorably and appropriate the
funds and enact the tax incentives that he has requested. We look forward to working with you
to put the President's proposals into action.

The President and his Administration are committed to working with you in the Congress,
both to realize the potential of the Climate Change Technology Initiative and to craft the
ongoing U.S. approach to climate change. The United States has the power to lead the global
effort, and Congress holds the key. What is done or not done today will determine the kind of
world we will leave to future generations and the conditions of life they will face.

Sustained Effort Required

Mr. Chairman, I have mentioned that Kyoto produced a framework for future action, and |
have listed a number of the steps that await us.

Coming to grips with the threat of global warming is no small task. We must tackleitina
vigorous, sober and determined manner, understanding that it represents a challenge but also
an opportunity. And as we have always done in the face of global challenge, we must assume
the responsibilities of American leadership.

Thank you.

{End of Document]

Environment and Development | Global Issues

3 Return to the Department of State Home Page. This is an official U.S.-Government source for
information on the WWW. Inclusion of non-U.S. Government links does not imply endorsement of
contents.
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THE PRESIDENT’S NEW PARTNERSHIP FOR HOUSING:
HELPING HOMEOWNERS CUT ENERGY COSTS AND FIGHT GLOBAL WARMING

Today, President Clinton launches a new partnership with America’s building industry to dramaticaily improve
the energy efficiency of our homes -- cutting consumers’ energy bills by 30-50 percent, while reducing the
greenhouse gases that cause global warming. At a Los Angeles construction site, where building will soon
commence on 186 energy-efficient homes, the President will tour a model home with advanced energy-saving
features that will cut homeowners’ utility bills by $230 a year. By promoting the use of these and other
advances in new and existing homes, the new_Partnership for Advancing Technology in Housing (PATH)
could save consumers $11 billion a year in energy costs by 2010 and reduce annual carbon emissions in
2010 by nearly 24 million tons -- the amount produced by some 20 million cars.

Advanced Housing for the 21st Century. PATH brings together federal agencies, state and local governments,
and the building, finance and insurance industries to spur design and construction innovations for the next .
generation of American housing. The goal is homes that are stronger, more affordable, more comfortable and
far more energy-efficient.

Over the next decade, PATH aims to cut energy use by 50 percent in new homes, and by 30

percent in 15 million existing homes, while reducing the monthly cost of new housing by

20%. '

Meeting the Challenge of Climate Change. Rising emissions of greenhouse gases, primarily from the
burning of fossil fuels, threaten to warm the planet 2-6 degrees over the next century. Likely results
include rising sea levels, the spread of infectious disease, increased flooding and drought, and extreme
weather like that caused by this winter’s El Nino. Energy use at home accounts for about 20 percent
of U.S. emissions of greenhouse gases. PATH i1s part of a comprehensive Administration strategy to
fight climate change through cost-effective steps that cut emissions while creating opportunities for
ecconomic growth.

A Commitment to Work Together. PATH joins government and industry in a coordinated strategy to
identify promising housing technologies and swiftly move them to market.
Federal partners, led by the Department of Housing and Urban Development and the
Department of Energy, commit to support research, facilitate removal of barriers to new
technology, and provide technical assistance.
Industry partners commit to fund research, bring advanced products to market, share
information and work with government to demonstrate new technologies.
State and Local Government partners commit to streamline approval processes so new
technologies are rapidly deployed and devote resources to local pilot projects.

PATH Projects Around the Country. The 186-home Village Green development in Los Angeles is one
of several PATH pilot projects under way. Others include a Tucson project that is the largest
“sustainable” master-planned development in the United States and a “new traditional” neighborhood
being built on a decontaminated “brownfields” Site in Pittsburgh.

Tax Incentives for Energy Efficiency. To further promote energy efficiency and clean energy
technologies, the President’s Fiscal Year 1999 budget proposes a five-year $6.3 billion package of tax
incentives and rescarch investments. Included are $200 million in tax credits for the purchase of
ultra-encrgy-efficient homes and $1.4 billion in tax credits for the purchase of energy-saving systems
and appliances for buildings and homes. The budget also proposes $200 million next year to accelerate
R&D for appliances and construction. The President calls on Congress to approve this common-sense
package of tax and research incentives to build a stronger economy and a stronger environment.
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PATH: ADVANCED HOUSING FOR THE 21ST CENTURY

PATH'’s primary goal is to dramatically improve the energy efficiency, quality,
durability and affordability of new and existing homes.

The Partnership for Advancing Technology in Housing (PATH) brings together federal
agencies, state and local governments, and the building, finance and insurance industries to
spur technological innovations for the next generation of American housing. Federal
agencies, with policy leadership provided by the Department of Housing and Urban
Development and the Department of Energy, will serve as a catalyst, working with the
private sector to identify promising technologies and swiftly bring them to market. Some
examples: ultra efficient heating and cooling systems, a new generation of windows that
provide as much insulation as most walls today, and roof shingles that generate solar power.

PATH partners will work together on:

Collaborative Research on Next-Generation Technologies. PATH partners will collaborate

to develop and evaluate technologies that can achieve both performance and cost goals. A
national Conference on the Future of the American House in early 1999 will help set the
research agenda. Federal research related to residential housing will focus on PATH goals
and the evolving research agenda.

Moving Technology from the Laboratory to the Marketplace. Because the housing industry

is large and dispersed, it can take 10 to 25 years for a new technique or product to gain wide
acceptance. PATH aims to cut that time in half by removing market barriers, developing
national testing and evaluation standards and streamlining approval processes. A
blue-ribbon panel made up of experts from among PATH members will investigate
regulatory and other barriers. Federal, state and local organizations are committed to helping
remove unnecessary barriers and encourage adoption of cost-effective new technologies.

Stimulating Wider Use of Existing Products. One way to move technology to markets more
efficiently is to ensure that accurate information about innovative products and experience
with their use is readily available. PATH will help get the work out to builders, suppliers
and consumers through a mew website available in early June (http://www.pathnet.org).
Information for consumers about making their homes more energy efficient is available now
at (http://eetd.lbl.gov/path).

PATH GoaLs

Using voluntary approaches, the partnership aims to develop innovative housing
components, designs and production methods and reduce by half the time needed to move
quality technologies to market. Our goal 1s that within a decade, technologies widely
accepted in the market will make it possible to produce housing that is affordable and at
the same time to:



. Cut the environmental impact and energy use of new housing by 50 percent and
reduce energy use in at least 15 million existing homes by 30 percent or more.

. Improve durability and reduce maintenance costs by 50 percent; and reduce by at
least 10 percent the risk of loss of life, injury and property destruction from natural
hazards; and, o

. Reduce the monthly cost of new housing by 20 percent or more.

PATH PARTNERS

More than three dozen companies and major trade associations are joining with federal
agencies and state and local governments as charter members of this new partnership.

Federal partners will coordinate their efforts to serve as a one-stop shop for other PATH
partners and to support a range of PATH activities. Federal participants are: the
Departments of Agriculture, Commerce, Energy, Housing and Urban Development, and
Labor; the Environmental Protection Agency; NASA; the Federal Emergency Management
Agency; the National Institute of Occupational Safety & Health; and the National Science
Foundation. HUD will have responsibility for the day-to-day management of PATH, while
HUD and DOE will jointly provide federal policy leadership for the partnership.

. More than $70 million is already committed, and the Administration has requested
over $100 million for Fiscal Year 1999 to develop and test new building systems,
equipment and appliances.

. The 1999 funding request includes $10 million in additional funds for HUD’s work
to further expand the PATH partnership and move more quickly toward
achievement of its goals.

. A new program at the National Institute of Standards and Technology (NIST) will
develop tools to evaluate the performance of new housing technologtes.

. The Federal Emergency Management Agency (FEMA) will help communities struck
by emergencies such as hurricanes, earthquakes use disaster-resistant technologies
when rebuilding. :

. The Environmental Protection Agency will eXpand its Energy Star residential

program to encourage improvement in the home energy efficiency and resulting
increased comfort, improved indoor air quality, and improved construction quality.

Industry partners, including the National Association of Home Builders, the Manufactured
Housing Institute, and the Institute for Business and Home Safety, will make good-faith
efforts to make products meeting PATH goals widely available. In addition, they will:

. Work with federal and state agencies to test new designs and share testing costs.

. Share non-proprietary information on costs, benefits and other characteristics of
building innovations.

. Test experimental technologies in pilot homes and more mature technologies on a

2



larger scale.

. Share in the costs of research and development.

State and local government partners will work with the private sector to carry out pilot
projects and will promote wider adoption of promising technologies. They will:

. Find ways to streamline permitting and other approval processes to ensure rapid
adoption of PATH technologies.

. Provide personnel and other resources to ensure the success of pilot projects.

. Provide flexibility in local building codes to promote PATH goals.
PATH PILOT PROJECTS

Several major developments around the country -- some being planned, others already under
way -- will serve as the first PATH pilot projects. They include:

Los Angeles -Village Green, adjacent to the Sylmar/San Fernando Metrolink Station,
is the largest transit-based development in Los Angeles County. With help from
PATH, the 186 single-family homes will be at least 30 percent more energy-efficient
than typical new homes. In addition, the L.A. Department of Water and Power will
help pay the of cost of super-energy-efficient refrigerators, washing machines and
other appliances.

Tucson - The city is working with Community of Civano LLC on the largest
“sustainable™ master-planned development in the United States. A solar photovoltaic
manufacturing plant has been built. Construction of a 20,000 square-foot
neighborhood center is under way, and work will soon begin on the first of 2,500
homes incorporating advanced materials and energy and telecommunications
technologies.

Pittsburgh - Summerset at Frick Park, a “new traditional” neighborhood of 713
homes, will be built on a decontaminated “brownfields” site S miles from downtown.
The project, a public/private partnership, will incorporate advanced materials and
technologies and the homes will use at least 35 percent less energy than required by
local standards. '

Denver - The City and County of Denver have committed to work with the PATH
program to develop and incorporate sustainable development guidelines at the
redevelopment of the former Stapleton Airport; and to develop a PATH pilot project
at one or more sites in the community, including as possible sites the former Lowry
Air Force Base or the former Stapleton Airport.
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Meeting the Challenge of Global Climate Change
June 1998

‘ Global climate change is one of our greatest environmental challenges. The world’s leading
scientists tell us that this problem is real and that the threats it poses -- such as increasingly
frequent and severe storms and droughts, potential increases in asthma and infectious diseases and
rising sea levels -- are too serious to ignore.

The Clinton Administration is working hard at home and with our partners abroad to address
climate change. Domestically, we are working to implement the President's balanced, reasonable
plan for reducing greenhouse gas emissions. Internationally, we are seeking to build on the
agreement reached in Kyoto last December.

THE SCIENCE OF CLIMATE CHANGE

Scientists know that greenhouse gases in nature keep the Earth’s temperature an estimated 60
degrees Fahrenheit warmer than it would be absent such gases, thus sustaining our existence on the
planet.

As a result of human activities, the concentration of carbon dioxide (the principal greenhouse gas)
has increased 30% since preindustrial times. If we continue on a business-as-usual trajectory,
concentrations could double current levels of carbon dioxide by 2100, producing the highest level of
CO2 in 50 million years. Climate models project an increase in global temperature of about 2-6.5° F
‘ by 2100. By way of reference, a cooling in average temperatures of 9° F brought on the last ice age.

There is substantial evidence that global warming is well under way. Studies have shown that the
20th century has been the warmest century in 600 years, 1990s have been the warmest decade in that
period, and 1997 has been the single warmest year.

POTENTIAL IMPACTS OF CLIMATE CHANGE

The impacts could be serious as CO2 concentrations reach and exceed two times preindustrial
levels:

. Human health. W armer temperatures are projected to increase fatalities from heat stress of
the kind that killed 400 in Chicago in 1995 and expand the geographic ranges for diseases
like malaria and dengue fever. The incidence of asthma and other respiratory illnesses,
particularly among children and the elderly, is expected to increase from the additional smog
caused by warmer temperatures.

. Extreme weather. Warmer, wetter weather is projected to increase the frequency and
intensity of extreme events such as floods and drought. The 1993 Mississippi River flood
alone caused damages of $10-20 billion, while the Pacific Northwest floods in 1996-97, and
the 1997 Ohio River and Red River floods resulted in substantial costs to business and
homeowners.



Sea level rise. Scientists project that sea level will rise by an additional 6-38 inches by
2100. A 20-inch rise could inundate 7.000 square miles of the U.S. coastline, with Florida
and the Gulf Coast at greatest risk. Changes in rain and snowfall could affect water
supplies and water quality. posing threats to irrigation, fisheries, and drinking supplies.

Agricultural impacts. Changes in growing seasons, water availability, soil moisture and
precipitation could cause significant regional shifts in food productivity, with decreases in
food production in many of the world’s poorest regions.

Degrading of natural ecosystems. During the next century, the geographical range of
forests is expected to move several hundred miles north exceeding the ability of many
forests to migrate. The northeast may lose its beech trees and sugar maples. Western
conifer forests will likely shrink.

PRESIDENT CLINTON'S PLAN
Domestic Program

In October 1997, President Clinton outlined an environmentally and economically sound plan for
reducing U.S. greenhouse gas emissions. This plan emphasizes win-win initiatives designed to cut
emissions by increasing energy efficiency; developing new, cleaner energy technologies; working
with industry and others to promote sensible solutions; and relying on market-based mechanisms to
ensure cost-effective reductions.

Tax incentives and R&D. The President’s plan includes a vigorous program of tax cuts
and research and development aimed at improving energy efficiency and spurring the use of
renewable energy sources. The package amounts to $6.3 billion over 5 years -- $3.6 billion
in tax cuts and $2.7 billion in new investment.

» The tax incentive package includes a tax credit of up to $4,000 for consumers who
purchase highly efficient vehicles; a tax credit of up to $2,000 for energy-efficient new
homes; a 15% tax credit (with a $2,000 limit) for rooftop solar equipment; a 20% tax credit
(subject to a cap) for energy-efficient building equipment for homes and offices; a 10% tax
credit for investment in combined heat and power systems; and an extension of a current
tax credit of 1.5 cents per kilowatt hour for the production of electricity from wind and
biomass.

» The investment package includes research and development spending in the major
carbon-emitting sectors of the economy -- buildings, transportation, and industry. Among
projects to be expanded is the Partnership for a New Generation of Vehicles, a government-
industry effort to develop highly-efficient cars, and the Partnership for Advancing
Technologies in Housing. Substantial funds will also be invested in research partnerships
for key renewable energy technologies.

Industry consultations. A second component of the President’s plan involves building
partnerships with key energy-intensive industries to develop sector-by-sector initiatives to
cut emissions. These partnerships will identify opportunities for working together to



remove barriers to the development and widespread use of energy efficient technologies
and practices. As part of these consultations, the Administration will discuss ways to
ensure credit for that businesses that act early.

» On May 4, President Clinton announced one important new partnership -- the
Partnership for Advancing Technology in Housing (PATH). This partnership with the
homebuilding sector is designed to build new homes that are 50% more energy efficient
within a decade and to retrofit at least 15 million existing homes within a decade to make
them 30% more energy efficient. Meeting PATH goals would save consumers $11 billion
a year in energy costs by 2010 and reduce annual carbon emissions in 2010 by nearly 24
million tons -- the amount produced by some 20 million cars.

» In another recent government-industry development, the Environmental Protection
Agency and the Department of Energy extended their joint Energy Star program to
commercial buildings that achieve a 30% reduction in energy use. The Energy Star
program allows manufacturers of selected energy efficient products to promote their
products with an “Energy Star” label. Among the major buildings that have already signed
up for the Energy Star building program are the Empire State Building, World Trade
Center, and Chicago’s Sears Tower. '

Federal energy use and procurement. A third element of the President’s plan is to
substantially reduce the Federal government’s own greenhouse gas emissions by improving
the energy efficiency of Federal facilities and activities and by reforming procurement
practices. These actions would be important in their own right, since the Federal
government is the nation’s largest single energy user, but they can also set an important
example for the private sector.

Electricity restructuring. Another core element of the President’s plan involves
restructuring the electricity industry in such a way as to reduce greenhouse gas emissions
while saving consumers millions on their energy bills. The Administration’s restructuring
proposal includes a renewable portfolio standard to increase the use of electricity from
renewable sources and a $6 billion/year Public Benefits Fund to spur greater investment in
energy efficiency and renewable resources.

Domestic emissions trading. The President has proposed a domestic emissions trading
system to begin by 2008, after a decade of experience in reducing emissions The goal of
such a regime is to ensure that further cuts are achieved as cost-effectively as possible. The
U.S. has used emissions trading successfully to reduce the pollution that causes acid rain --
exceeding environmental objectives at costs far lower than anticipated.

Scientific research. The Administration is continuing strong support for the U.S. Global
Change Research Program. This program is focused on increasing our knowledge of the
timing and regional patterns of the climate changes we expect, the combined effects of
natural variation and human actions, and the vulnerability of natural resources. A strong
foundation of peer-reviewed science results will support sound policy making and the
evaluation of actions taken to confront the challenge of climate change.



Diplomatic Agend

U.S. leadership ensured that the international climate change agreement negotiated in Kyoto, Japan,
brought the power of the free market to bear in protecting the global environment. The protocol
includes strong, realistic emissions reduction targets and U.S. proposals for flexible, market-based
mechanisms to achieve them. The U.S. continues to work towards meaningful participation by
developing countries and to work towards establishing rules and guidelines for putting agreed
market mechanisms into practice.

. Emissions targets. The flexibility the U.S. negotiated into the emissions targets include a
multi-year time frame (2008-2012), giving our economy and our technologies more time to
adapt; differentiated targets for developed countries; coverage of all six greenhouse gases
and of so-called “sinks™ -- activities that absorb carbon dioxide.

. Flexible market mechanisms. The Protocol includes key market mechanisms that will
provide companies with real flexibility in how they achieve emissions reductions --
international emissions trading and the Clean Development Mechanism (CDM).
International trading among countries that have taken on targets has the potential to cut the
cost of reducing emissions significantly. The CDM establishes the right for U.S.
companies to secure low-cost emissions credits by participating with developing countries
in specific projects to reduce their emissions. —

. Meaningful participation by developing countries. President Clinton has called for the
meaningful participation of key developing countries in reducing emissions and will not
submit the Kyoto Protocol to the Senate until such participation is achieved. The Kyoto
Protocol makes an important down payment (principally through the CDM), and the
Administration is actively engaged now in seeking greater participation from key
developing countries.

CONCLUSION

For the past 25 years, efforts to protect the environment, whether by cleaning our air and water,
eliminating acid rain or closing the ozone hole, have been repeatedly assailed as a threat to our
economy. Yet today we have the cleanest environment in a generation and the strongest economy
in a generation. President Clinton’s balanced approach to the challenge of climate change will
allow us to grow the economy and protect the environment at the same time.
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Remarks By Vice President Al Gore
New Findings on El Nino and Climate Change
Monday, June 8, 1998
(As Prepared)

Thank you, Dr. Baker. I commend you and the entire staff at NOAA for the work you’ve
done throughout this El Nino. Your forecasters saw the El Nino coming well in advance, and if not for
the early warning, the damage would have been far greater. We owe you a great deal of thanks for that.

James Lee Witt of FEMA couldn’t be with us today, but we’re indebted to him and his staff as
well for all they did to help families and communities brace for this El Nino and recover from its
devastating impact. The two agencies formed a very solid team, and we can be thankful for the fine job
they’ve done.

Let me add that I’ve seen first-hand the terrible human impact of extreme weather this past
year -- from the ice storms in Maine, to the ferocious twister that struck my state of Tennessee, to
the powerful tornado that swept through Spencer, South Dakota just last week.

At its heart, this is about much more than weather and climate patterns -- it’s about flesh-
and-blood families who need protection from disaster, and help rebuilding their lives and
communities once disaster strikes.

We can be thankful that E1 Nino is showing signs of winding down.

It wreaked havoc not just in the United States, but across the world -- including record heat and
drought, record rainfall, and now blazing forest fires. And the impact of those fires is felt right here.
Smoke and haze from the Mexican fires have blanketed Southern Texas and blown as far north as
Minnesota and Wisconsin. We are working with Mexico to contain these terrible fires.

And this morning, I am pleased to announce that we will also support Mexico’s efforts to
replant and restore damaged forests -- concentrating on those that are rich in biodiversity. In addition,
I'm pleased to announce a new NASA website tracking these fires around the world with state-of-the-
art satellite imagery.

As El Nino fades, we need to take a very careful look at the extreme weather we’ve just been
through and what it implies for our future. The report we are releasing today is an important first step.
Here is what it tells us: Global warming appears to be making the effects of El Nino even worse.

Let me be very clear about what we’re saying. El Ninos are naturally occurring events. We
experienced El Ninos long before human activity dramatically increased the concentration of
greenhouse gases in our atmosphere. But now, when an El Nino arrives, it comes against the backdrop
of rising global temperatures. This century is the warmest in 600 years, 1997 was the warmest year on
record, and global temperatures in the first five months of this year have been unprecedented.

As the data in this report show |POINT TO CHART 1], each and every month so far this
year has set a new record for global temperature. And the new records are substantially higher than the
old ones.




When you look at the January-through-May tigures going back to 1880 [POINT TO
CHART 2], you see the long-term warming trend, and you see just how unprecedented this year’s
temperatures are. Across the United States, temperatures were 2.5 degrees higher than average. The
Northeast was 4.4 degrees warmer than normal. And in the Great Lakes region, the difference was a
full 6.4 degrees. As you can see on this map [POINT TO MAP], nearly half the states had
temperatures well above normal. '

Thirteen had their warmest January-through-May on record.

So, how does this warming trend affect El Nino? NOAA’s scientists have gone back and
looked at the 10 strongest El Nino events of this century. They found two things [POINT TO
CHART 3]: First, El Ninos are occurring more frequently. Second, they are getting progressively
warmer. We can’t say for sure whether the increased frequency is a direct result of global warming.
But we know that as a result of global warming, there is more heat in the climate system, and it is heat
that drives El Nino. So when El Nino comes, its effects -- extreme temperatures, extreme precipitation
-- are likely to be compounded by global warming.

It’s like pumping high-octane fuel into your El Nino engine.

Clearly, it will take more research to fully understand the relationship between El Nino and
global warming. That is why, today, I am asking NOAA, FEMA and other appropriate agencies to
undertake a more detailed review of this winter’s El Nino, as well as its impacts and costs, so we have
a firmer understanding of how our climate system is changing, and what that means for us.

There are certain things we know right now. We know that we are affecting the Earth’s climate,
and that we must act now or face grave consequences.

This winter’s E] Nino gives us a taste of the extreme, erratic weather our children and
grandchildren can expect more of unless we reverse the trend of global warming. It is a window on the

future -- a future that could include more flood, drought, disease, and forest fires -- if we don’t act
today.

[ believe that if we heed the signs of climate change, we can guard against that kind of future.
President Clinton and I have created a climate change plan to do just that -- by tapping our ingenuity,
our technological prowess, and our entrepreneurial spirit. If we do this the right way, we can meet the
challenge of global warming without economic cooling.

In fact, we can turn this challenge into new economic opportunity -- creating new jobs for

‘Americans and leading the world in the emerging $400 billion market for technology to clean up our
environment.

We are starting already, forging partnerships with the auto industry, the building industry and
others to dramatically improve energy efticiency and reduce greenhouse gas emissions. Together, we
are creating the “'solution industries” of tomorrow. As an investment in these “solution industries,” we
are proposing $6.3 billion in tax and research incentives to spur the development and use of energy-
efficient products and clean energy technologies.



For instance, consumers who buy super-efficient cars, homes or appliances would receive tax
credits -- they’d save energy, and save money.

Regrettably, some in Congress want to pretend that climate change is not real. Not only are
they blocking our common-sense plan, they are trying to eliminate vital programs already in place. Just
last week, the Senate Energy and Water Appropriations Subcommittee voted to cut funding for solar
and other renewable energy programs.

These actions are short-sighted, and it is future generations that will pay the price.

Every month this year has delivered new evidence of global warming, and El Nino has given
us a picture of what the future may hold if we fail to act. It is time for Congress to wake up to the
mounting evidence of climate change, and help us meet this challenge head on. The time to act is now -
- and we owe it to America’s families to rise to that challenge.

Before I conclude, I want to say a brief word about the initiative known as the “e-rate” -- our
effort to give schools and libraries greatly discounted Internet connections, so all our children can seize
the full promise of the Information Age.

Every child in America deserves a 21st Century education, and access to 21st Century
technology.

The e-rate is critical to our effort to put computers in every classroom and library -- giving
every child the tools to succeed. But some in industry and in the Congress would undermine this
program, and hold our children back. That’s the wrong approach for America’s future.

Let me be clear: I strongly oppose any effort to pull the plug on the e-rate, and deny our
children the full promise of the Information Age. 1 call on both Congress and industry to put ail
politics aside, and work with us to put 21st Century educational technology in every classroom and
library. Cutting off the e-rate would close the door to our children’s future. That is something
America simply cannot afford to do. Thank you.
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THE WHITE HOUSE

Office of the Vice President .
‘ For Immediate Release Contact:

Monday, June 8, 1998 (202) 456-7035

VICE PRESIDENT GORE ANNOUNCES RECORD GLOBAL TEMPERATURES IN THE
FIRST FIVE MONTHS OF 1998

New Data Suggests That Global Warming May Be Making Effects of El Nino Even Worse

Washington, DC -- Vice President Gore today announced new data showing record global
temperatures in the first five months of 1998, and a new analysis by federal scientists suggesting that
global warming may be making the effects of El Nino even worse.

The Vice President released a report by the Commerce Department’s National Oceanic and
Atmospheric Administration (NOAA) showing that average global temperatures for January through May
far exceed previous records for those months. The report also shows that over the past century, El Ninos
have become more frequent and progressively warmer.

“This century is the warmest in 600 years, 1997 was the warmest year on record, and we’ve set
new temperature records every month since January,” Vice President Gore said in remarks at the White
House. “This report is a reminder once again that global warming is real, and that unless we act, we can
‘ expect more extreme weather in the years ahead.”

The Vice President called on Congress to approve the Administration’s Climate Change
Technology Initiative, which would reduce greenhouse gas emissions by providing $6.3 billion over five
years for tax and research incentives to spur the development and use of energy-efficient products and
clean energy technologies. The package includes tax credits for consumers who buy super-efficient cars,
homes and appliances.

“Regrettably, there are those in Congress who’d rather pretend that climate change is not real,” the
Vice President said. “It’s time for Congress to wake up to the mounting evidence and help us meet this
challenge head on. The time to act is now.”

The NOAA analysis examined the 10 strongest El Nino events of this century and found that they
have become more frequent and warmer. During El Nino, a naturally occurring phenomenon, rising ocean
temperatures in the Southemn Pacific Ocean set off climatic shifts that can produce extreme heat and
extreme precipitation in different regions of the world. Although it is not clear that the increasing
frequency and warmth of El Ninos is a direct result of global warming, the analysis suggests that the
effects of El Nino are compounded by rising global temperatures.

For the first five months of 1998, new temperature records were set in five states, and new
precipitation records in 13. Temperature or precipitation, and in some cases both, were far above normal in
32 states. Tornadoes have killed 122 people this year, matching the annual record set in 1984, Elsewhere
around the world, unusually warm ocean temperatures have severely damaged fragile coral reefs from the
Florida Keys to Australia, and prolonged drought have contributed to thousands of wildfires in Malaysia,
‘ Brazil and Mexico.



“This El Nino gives us a taste of the extreme, erratic weather our children and grandchildren can
expect more of unless we reverse the trend of global warming,” the Vice President said.

‘ The Vice President directed NOAA and the Federal Emergency Management Agency to work
with other agencies in preparing a detailed review of the 1987-88 El Nino, its impacts and its costs. He
also announced a new National Aeronautics and Space Administration web site
(http://modarch.gsfc.nasa.gov/fire_atlas/fires.html) tracking major forest fires around the world with state-
of-the-art satellite imagery.
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SOLAR ENERGY: MEETING THE CHALLENGE OF GLOBAL WARMING
June 25, 1998

One year after President Clinton launched-the Million Solar Roofs Initiative -- with a goal of
placing solar energy systems on I million U.S. roofs by 2010 -- a new private-sector partnership
will provide homeowners with low-cost loans to help meet that goal. The Administration is calling
on Congress to help encourage other voluntary efforts to meet the challenge of global warming by
approving the President’s proposed tax and research incentives for energy efficiency, solar energy
and other clean energy sources.

Million Solar Roofs. In June 1997, President Clinton set a goal of placing solar energy systems on |
million roofs across the country by 2010. Just a year later. the Department of Energy already has
received commitments for over half a million solar roofs. Today, spurred by the President’s initiative,
the General Motors Acceptance Corporation and the Solar Energy Industries Association are
announcing a new partnership to provide long-term, low-cost financing for solar energy systems.
This breakthrough removes a significant barrier to the installation of solar energy systems in new and
existing homes. Meeting the goal of | million solar roofs will help:

» Reduce carbon emissions equivalent to the annual emissions from 850,000 cars;

» Create approximately 70,000 high-tech jobs; and

» Increase domestic production of solar technologies, helping reduce production prices and
keeping the U.S. solar energy industry competitive in the $1.5 billion solar global market.

Meeting the Challenge of Climate Change. Global climate change is one of our greatest
environmental challenges. The world’s leading scientists tell us the problem is real and the threats it
poses -- such as increasingly frequent and severe storms and droughts, potential increases in
respiratory and infectious diseases and rising sea levels -- are too serious to ignore.

In October 1997, President Clinton outlined an environmentally and economically sound plan for
reducing U.S. greenhouse gas emissions. One element of the President’s plan is a vigorous program
of tax cuts and research and development aimed at improving energy efficiency and spurring the use
of renewable energy sources, including solar. The package amounts to $6.3 billion over 5 years --
$3.6 billion in tax cuts and $2.7 billion in new investment.

» The tax incentive package includes a 15% tax credit (with a $2.000 limit) for rooftop solar
equipment and tax credits for consumers who purchase highly efficient vehicles, new homes or
energy-efficient building equipment tor homes and otfices. In addition, the package includes a
credit for investments in combined heat and power systems and extends a current tax credit for the
production of electricity from wind and biomass.

» The investment package includes research and development spending in the major carbon-
emitting sectors of the economy -- buildings, transportation, and industry. Among projects to be
expanded is the Partnership for a New Generation of Vehicles, a government-industry effort to
develop highly-efficient cars, and the Partnership for Advancing Technologies in Housing.
Substantial funds will also be invested in research partnerships for key renewable energy
technologies.
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THE WHITE HOUSE

Office of the Press Secretary
(Xian, People’s Republic of China)

For Immediate Release ' June 25, 1998

STATEMENT BY THE PRESIDENT

I would like to applaud the announcement today of a new partnership to help meet the
challenge of global warming by making it easier for homeowners to tap clean energy from the
sun.

Last June, I announced an initiative with the goal of placing solar energy panels on one
million roofs around the nation by 2010. Just a year later, the Department of Energy already has
received commitments for more than half a million installations. This new partnership between
the General Motors Acceptance Corporation and the Solar Energy Industries Association will
make low-cost loans for solar energy systems available nationwide, helping us to meet our goal
even faster.

This agreement demonstrates that through partnerships and the power of the marketplace,
we can reduce greenhouse gas pollution while saving consumers money and creating new
economic opportunities. I encourage other businesses to seek creative ways to meet the
challenge of climate change. And I urge Congress to help speed this effort by funding my
proposals for a solar energy tax credit and other tax and research incentives for energy efficiency
and clean power.

-30-30-30-
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THE WHITE HOUSE

| ‘ . Office of the Press Secretary
Embargoed For Release _ '

Until 10:06 A.M. EDT
Saturday, July 25, 1998

RADIO ADDRESS BY THE PRESIDENT
TO THE NATION

THE PRESIDENT: Good morning. This year, we've seen a
disturbing string of weather-related emergencies all around our
country, from flash floods in Tennessee to wildfires in Florida to
ice storms last winter in New England. This summer, record heat and
drought are taking a terrible human toll, destroying crops, causing
power outages, worst of all, taking lives. Just since June, more
than 130 people have died because of the heat. )

Certainly, the latest El Nino is partly to blame for the
severe weather conditions that have besieged so many communities.
But grow1ng evidence suggests that the extreme and erratic weather
we're seelng in America and around the world is being intensified by
global warming.

Consider this: 1997 was the warmest year on record, and
1998 is on track to break that record. Five of the hottest years in
history -- the five hottest years have all occurred in the 1990s.
Scientists predict that July may be the hottest month since mankind
began recording temperatures. The world's leading climate experts
predict even more extreme weather unless we reverse this dangerous
warming trend.

We're doing everything we can in the short-term to help
communities cope with this devastating heat wave. This week, I
released $100 million in emergency funds to the 11 hottest states.
On Monday, Agriculture Secretary Glickman and FEMA Director James Lee
Witt will travel to Texas and Oklahoma to see what more we can do to
help there. Today, I'm pleased to announce that the Department of
Energy will begin providing new crisis assistance to low-income
families, repairing and replacing air-conditioners and fans,
installing 1nsu1at10n, and giving advice on the best way to keep
homes coocl in this extreme heat.

But to meet the long-term challenge of global warming,
we must do more. Vice President Gore and I have launched a
comprehensive, cost-effective strategy to protect our environment,
while creating new opportunities for economic growth. I've proposed
$6.3 billion in research and tax incentives over the next five years
to encourage the private sector to work with us to improve our energy
efficiency, generate clean power, and reduce the greenhouse gases
that contribute so much to global warming.

We must all do our part to protect the environment, and
as the nation's largest energy consumer, the federal government must
lead. At my direction, we're undertaking a multipart initiative to
put our own house in order. Today, I'm pleased to announce the first
four parts of this plan, aimed at increasing the efficiency of

federal buildings.
. First, I'm directing federal agencies to work more.

closely with private contractors to retrofit federal buildings and
other facilities with the best energy-saving technology, at no cost
to taxpayers. Second, we'll replace hundreds of thousands of
conventional light bulbs and fixtures with more efficient



fluorescents, which will pay back in energy savings nearly five times ‘
what they cost to install. Third, I'm directing all agencies to work

toward bringing their existing buildings up to EPA's "Energy Star"

standard of energy efficiency. And fourth, the Defense Department

and six other federal agencies will adopt "sustainable design"

guidelines for all new federal buildings to reduce their energy use.

Now, together these measures will save taxpayers as much
as $1 billion a year in energy costs. They'll help to jump-start
markets for new technologies, and they'll protect our environment by
reducing greenhouse gas emissions.

We are facing squarely the problem of global warming --
but there are still some in Congress who would rather pretend it
doesn't exist. Despite mounting evidence, they would deny the
science and ignore the warning signs. Rather than invest in a
common-sense strategy to reduce greenhouse gas emissions, they want
to cut programs for energy efficiency and renewable energy --
programs that long have enjoyed bipartisan support.

Worst of all, some have even tried to keep the public
from learning the facts about global warming by barring federal
agencies from even talking about the issue. Thankfully, this gag
order was defeated in the House of Representatives just this week.
Global warming is real; the risks it poses are real; and the American
people have a right to know it and a responsibility to do something
about it. The sooner Congress understands that, the sooner we can
protect our nation -- and our planet -- from increased flood, fire,
drought, and deadly heat waves.

To protect our environment, we must put progress ahead
of partisanship. For nearly 30 years now, we've had a bipartisan
commitment to preserving the environment. We have to bring it to
this new challenge.

As sweltering as this summer has been, if we don't act
now, our children may look back on the summer of 1998 as one that was
relatively mild and cool. There's no excuse for delay. We have the
tools, we have the ingenuity to head off this threat. We have the
opportunity and the deepest of obligations to leave our children and
our grandchildren a healthy, thriving planet -- God's great gift to
us all.

Thanks for listening.

END
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THE WHITE HOUSE

‘ ' Office of the Press Secretary

EMBARGOED UNTIL
July 25, 1998

10:06 AM
FACT SHEET
M in h hallen f 1 Cli h
Increasing Energy Efficiency & Reducing Energy Use in Federal
Buildings

July 25, 1998

In his radio address to the nation, President Clinton today
cited new evidence of record-breaking heat, and called on
Congress to take responsible action to meet the challenge of
climate change by funding common sense energy efficiency and
renewable energy programs that will allow us to continue to grow
the economy while protecting the environment.

new steps to decrease energy use in Federal buildings and
facilities, thereby reducing greenhouse gas emissions and saving
taxpayer dollars.

‘ The President also took further action by announcing four

Directing Cabinet agencies to work more closely with private
contractors to retrofit Federal buildings and other facilities
with the best energy saving technology, saving as much as $700
million in energy costs per year and reducing as much as 2
million metric tons of carbon annually, at little or no cost
to taxpavers;

Replacing 300,000 light bulbs with energy efficient flourescents
over the next three years, saving taxpayers $13.5 million in
energy costs and reducing as much as 40,000 metric tons of
carbon emissions;

Directing agencies to bring existing Federal buildings up to the
EPA ENERGY STAR efficiency standard, and;

Announcing that the Department of Defense and six other Federal
agenclies will adopt "sustainable design" guidelines for
construction of new Federal buildings.

If fully carried out, these energy-saving, cost-cutting
’ efforts can save taxpayers as much as $1 billion per year and



reduce over 3 million metric tons of carbon annually for the next
15 years.

President Clinton’s Four Steps to Improve the Energy-Efficiency

of Federal Buildings

The Federal government is the nation’s largest energy
consumer with an annual energy bill of $8 billion. Significantly
reducing Federal energy expenditures saves tax payer dollars,
cuts emissions that contribute to global warming, and helps
create markets for energy efficient and renewable technologies.
Today, President Clinton announced four new steps to have the
Federal agencies lead in energy efficiency.

1. Expan f Ener in Performan ntr

Energy Savings Performance Contracts (ESPCs) leverage
private sector investment and expertise to accomplish energy and
cost saving projects in Federal facilities at little or no cost
to taxpayers. Under ESPC authority, Federal agencies hire
contractors to audit facilities, propose energy saving retrofits,
and privately finance, install and maintain retrofits.
Contractors are pald from a share of the savings; remaining
savings return to taxpayers and the agency.

The President directed all Cabinet agencies to expand the
use of ESPCs, and to step up efforts to reduce Federal energy use
to 30% below 1985 levels by 2005. ESPCs can save as much as $700
million per vear, and cut over 2 million metric tons of carbon
emissions. The President will seek Congressional approval to
renew and expand ESPC authority beyond the year 2000.

The Department of Energy today announced $1.5 billion in new
ESPFC contract authority, bringing to $5 billion the total amount
of ESPC authority currently available.

2. Federal Lighting Purchasing and Retrofit Campaign

Today, the President launched an effort to purchase and
install an additional 100,000 compact fluorescent bulbs for each
of rhe next three years, which will generate electricity cost
savings of $13.5 million, and cut about 40,000 metric tons of
carbon emissions over the life of the bulbs. Also, ESPCs can be
used to save an additional $10 million dollars a year for three
yvears 1n energy costs by upgrading old-style institutional
lighting fixtures. This will prevent up to 600,000 metric tons
of carbon emissions over the life of the fixtures.



3. Federal ENERGY STAR Buildings

The ENERGY STAR Building Label is offered to the top 25% of
energy efficient buildings. Today, the President directed all
agencies to take the steps needed to bring existing Federal
buildings up to ENERGY STAR standards, including through use of
ESPCs, utility programs and other agency funded efforts.
Increasing energy efficiency will save money in energy bills and
reduce the emissions that contribute to global warming.

4, stainable Design in F ral Buildin

The Department of Defense and six other Federal agencies
willl adopt "sustainable design" in all new buildings. The
Defense Department, for example, has committed to build
facilities that use as much as 50% less energy than similar
buildings. "Sustainable design" includes: using the most
efficient practices, products and services; utilizing recycled
materials; and siting buildings near public transportation. This
magnitude of reduction in a typical medium-sized office building
would save $70,000 a year and reduce emissions by over 90 metric
tons of carbon per vear.
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ADMINISTRATION ECONOMIC ANALYSIS:
MEETING THE CHALLENGE OF CLIMATE CHANGE AT A REASONABLE COST
July 31, 1998

The Administration’s economic analysis of the Kyoto Protocol concludes that the costs of
meeting our Kyoto target for reducing greenhouse gases should be modest; that taking
action to address global warming amounts to an insurance policy against a serious threat;
that there are significant opportunities for low-cost reductions both at home and abroad;
and that the benefits of averting climate change be very large.

There is a powerful scientific rationale for taking action on global warming; taking action
amounts to an insurance policy against a serious risk. Greenhouse gases are rapidly building up in
the atmosphere and at current rates will reach levels not seen in 50 million years by 2100. The nine
hottest years on record have occurred since 1987, 1997 was the hottest year ever, and 1998 has been
hotter still. Our leading scientists warn of serious consequences. like severe droughts, floods and
health problems, if global warming is ignored. In 1992, the National Academy of Sciences said:
““...even given the considerable uncertainties in our knowledge of the relevant phenomena,
greenhouse warming poses a potential threat sufficient to merit prompt responses. ..Investment in
mitigation measures acts as insurance protection against the great uncertainties and the possibility of
dramatic surprises.”

The costs of meeting our Kyoto target should be modest. Even without counting the impact of
domestic policies or the benefits of acting to mitigate climate change, estimates derived using the
Second Generation Model (SGM) suggest an emissions price in the range of $14 to $23 per ton of
greenhouse gases. In 2010, that would translate into an increase of $70-110 per year for an average
tamily’s energy bill, although such increase would be substantially offset by the decline in electricity
prices resulting from restructuring the electricity industry. as the Administration and others have
proposed.

Domestic actions — which are not factored into the SGM model — can further reduce costs and
substantially increase the amount of reductions made at home. These include Federal electricity
restructuring; efforts to increase the rate of technology improvement, such as the President’s $6.3
billion budget package: activities, like forestry activities, which can sequester carbon; industry
consultations; and initiatives to reform Federal energy use and procurement.

Doing it smart: The Kyoto Protocol is based upon flexibility measures that reduce costs. At U.S.
insistence, the Kyoto Protocol allows emissions to be reduced where and when such reductions are
cheapest. Key provisions include international trading of emissions permits as well as measures that
allow our companies to share credit for emissions reducing projects abroad.

The benefits of acting to address climate change could be very large. Noted economists have
estimated the environmental, health, and economic costs of global warming projected to occur during
the next century to be 1% of GDP or more — over $80 billion a year in today’s terms. In the short
term, the ancillary benefits of reducing greenhouse gas emissions — such as reduced air pollution —
could produce savings equal to one quarter of the costs of meeting our Kyoto target.
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United fil;l1<ss Department of Stage

Washington. [).(. 20520

SEP 15 |0
Dear Mr. Chairman:

In response to your letter of September 9 to Under
Secretary Eizenstat, attached are extensive answers to your
remaining questions concerning the Administration’s climate
change policies. We wish to work with Congress, in a
bipartisan fashion, to ensure that the threat of climate
change is addressed globally, and in a manner that is cost-
effective, innovative, prudent and flexible.

We hope that the attached materials will allow the
Senate without further delay to confirm Frank Loy as Under
Secretary for Global Affairs. The Secretary of State
believes that she needs Mr. Loy now as Under Secretary to
help her manage our international law enforcement, refugee,

: human rights and environmental diplomacy, as well as to
‘ facilitate discussions with Congress on climate change and

other important issues.

We trust that this explanation satisfies your desire
for more information from us on this matter. Please contact
me directly as soon as possible should you require further

assistance.
Sincerely,
. Qﬁq‘/‘("fﬂ.ﬁ 0&-@,@41\_
Barbara Larkin
Assistant Secretary
? Legislative Affairs

The Honorable
Chuck Hagel, Chairman,
Subcommittee on International Economic Policy,
Export and Trade Promotion,

Committee on Foreign Relations,
. United States Senate.
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“Meaningful Participation™ by Developing Countries

As Under Secretary Eizenstat explained in his bnefing on this subject, the State
Department has neither a formal definition of “meaningful participation” by developing
countries in global climate change efforts, nor an agreed upon list of “key developing
countries.” In light of your desire to understand our application of these concepts more
clearly, we have outlined below illustrative criteria for determining which nations are
“key developing countries” and what we mean by “meaningful participation.”

Key developing countries. Although we have not drawn up a firm list of “key
developing countries,” among the principal factors in determining whether a country is
“key” are net emissions of greenhouse gases, per capita income and relative diplomatic
influence. In light of these criteria, as Under Secretary Eizenstat conveyed to you in his
oral briefing, some examples might include Argentina. Brazil, China, Chile, India,
Mexico, South Korea and Turkey.

Meaningful participation. In evaluating what constitutes meaningful
participation, one must be mindful of the substantial differences among developing
countries in emissions profiles, levels of development, capacity for cffective action, and
economic and political conditions. We have not established a fixed standard or set of
criteria that constitutes meaningful participation, but the phrase is intended to convey that
key developing countries must commit to serious steps to limit their greenhouse gas
emissions and help the world to start on the road to controlling global warming. This
could be effectively accomplished through developing countries’ taking on their own
emissions targets, consistent with strong economic growth, which would enable them 1o
participate in international emissions trading. At the same time. we do not believe that it
makes good sense to rule out other potential ideas for accomplishing the desired result,
namely that key developing countries take serious steps to limit their emissions. We also
believe that active participation in the Clean Development Mechanism could be a factor
in determining meaningful participation.

In our approach to developing countries, we have tended to group them into
several categories. One category is formed grouping together relatively high-income
developing and newly industnalized countries. Among these are the two non-Annex I
OECD members, South Korea and Mexico, which are also relatively high emitters. We
have not only pressed hard bilaterally for their participation, but have achieved the
backing of other OECD countries to urge these countries to take on binding growth
targets that would limit the rate of increase to their emissions. There are also relatively
low emitiers 1n this category. such as Israel and Singapore.

Secondly, there are large emitters with low per capita incomes. like China and
India. Neither ot these countries to date has indicated a willingness to take on
quantitative targers. We have engaged vigorously with them at the highest levels and will
continue to do so. Moreover. we have urged others to do the same. We now have in
place a high-level dialogue with China, for example, through which we have stressed the
potential impacts of climate change on China, as well as the health, energy efficiency and
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other benefits of early action. We had initiated a similar climate change dialogue with
India prior to its nuclear tests and hope to resume discussions with India at an appropriate
time.

_ There is another, mixed category of middle-income countries of varying sizes and
emission levels. We see particular opportunities in Latin America and the Caribbean,
such as Argentina and Central America. Argentina, as chair of the COP-4 meeting is an
important leader in this process. Brazil also is clearly important to solving the problem.
While Brazil has yet to consider binding targets, it introduced the Clean Development
Mechanism at Kyoto and has been a leader on renewable energy and alternative fuel
strategies in the region. We are working with Annex I countries and partners in Latin
America in particular to create a stronger understanding that taking action on climate
change, including through the Clean Development Mechanism, is fully consistent with
growth and development. We have had setbacks in our progress with other middle
income countries in Asia due to recent economic events, but we continue to work with
them bilaterally and multilaterally.

Finally, there is a sizable category of poor countries with low emissions per capita
income that we do not see as key developing countries. For them, although climate
change often poses serious potential threats, they have limited capacity to undertake the
kinds of actions and commitments that we expect of countries with more advanced
economies. These include, for example, most of Sub-Saharan Africa and least developed
countries elsewhere, such as Bangladesh. We are working with these countries to build
their capacity to participate in solving the global problem of climate change. Moreover,
the small island states, which are uniquely vulnerable to climate change, also offer
opportunities for cooperative activities.

Beyond these working guidelines, our policies continue to evolve based on active
discussions bilaterally and multilaterally with our partners in developed and developing
countries, as well as consultations with the Congress. We expect that it will take time to
develop a critical mass of developing countries engaged in meaningful participation.
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Economic Analysis of the Kyoto Protocol

Regarding economic analysis of the Kyoto Protocol in general, you may recall
that the Department of State has made available to you and your staff, in the interest of
openness and cooperation, all the information and documents in our possession that
pertain to the Administration’s economic analysis. In addition to the documents provided
to you earlier, many as yet to be reviewed documents remain available for your staff to
examine at the Department at their convenience, as we have indicated several times

previously.

As Under Secretary Eizenstat discussed with you, most of the Administration’s
economic documentation was prepared by and remains with the economic agencies.
Naturally, the Department has been unable to provide you with information concerning
documents that are not in its possession. As Under Secretary Eizenstat has indicated to
you previously, CEA would be happy 1o brief you on its recently released economic
analysis, which we provided to you on the day of its release. Furthermore, Under
Secretary Eizenstat contacted CEA on your behalf in August and they agreed to make
available to you the economic documents that they provided earlier to Senator Enzi. As
we indicated 1n previous correspondence and conversations with your staff, we suggested
to your staff that you submit a brief written request to CEA. As such a request was not
forthcoming, we contacted CEA again last week on your behalf. In a departure from their
ordinary practice, CEA has agreed to make available to you without your written request
the Enzi documents. as well as a group of additional technical documents they are now
gathering related to the economic analysis underlying some elements of our Kyoto
negotiating positions. We have urged that they do this in this instance based on the
specificity of your recent written request to us, the link you see between the technical
economic information and our diplomatic activities, and your important role as
Subcommittee Chair of our oversight committee. We have asked, furthermore, that CEA
respond directly to you regarding your September 9 request for additional technical
information on the contents of the economic analysis that was the basis for our approach
at Kyoto. We understand they intend to do so early this week.

Regarding your question on economic analysis available to Under Secretary
Eizenstat during the Kyoto negotiations, as we have explained previously. the only
documents of the type to which you refer available to the Under Secretary at that time
were the two charts already reviewed by your staff. These charts summarized the key
paramcters flowing from a review of emissions data and cost curves used by the
Administration. They were prepared using the best available data on greenhouse gas
ernissions and the Battelle Second Generation Mod=l. as well as related outside research.
Arntached are two publicly available articles on th« Second Generation Model, which we
have obtained on your behalf.

As we have explained betore, Jonathan Gruber tormerly of the Treasury
Department, in close consultation with economic agencies in Washington and others on
the Kvorto team. was ablc to analyze with these charts the economic implications for the
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United States of different negotiating positions that arose in Kyoto. For instance. he was
able to analyze quickly the economic implications of various forms of the flexibility
mechanisms we sought to obtain in Kyoto, in addition to emissions targets that were
considered to be potentially acceptable. The charts played an important role for us in
Kyoto, in that they were designed precisely-to allow the kind of quick but effective
assessments of rapidly changing positions needed to conduct time-sensitive negotiations.
They reflect the careful preparation of the Administration’s economic team that allowed
us to achieve our goals in Kyoto.

With regard to Under Secretary Eizenstat’s reference to Mr. Gruber’s “handy
computer” in his February 11" testimony, this phrase did not refer to the use of a
computer-based economic model in Kyoto. Neither Mr. Gruber nor other members of the
team in Kyoto ran a computer-based economic model during the negotiations.

Mr. Gruber did use the computer facility in our operations center in Kyoto to review
emissions data pertaining to our negotiations. No economic model runs were conducted
there, but some basic calculatons were performed. as the records we have made available
10 you demonstrate. During the negotiations, Mr. Gruber used the emissions data along
with information provided by the economic agencies in Washington to assess various
proposals. We have already made available to you all of the documents in our possession
that relate to these assessments and, as mentioned above, CEA is now prepared to share
with you documents they sent to the delegation in Kyoto. The phrase “handy computer”
was, and remains, accurate, though we regret it was misinterpreted to imply that
economic model runs were conducted on the spot in Kyoto.
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EMISSIONS TRADING: SOLVING THE GLOBAL ENVIRONMENTAL
PROBLEM OF CLIMATE CHANGE COST-EFFECTIVELY

(Remarks by U.S. Under Secretary of State Stuart E.
Eizenstat at the Tokyo Climate Change Ministerial, September
17, 1998)

The United States strongly supported the inclusion of
emissions trading and other flexible market mechanisms, like
Joint Implementation with credits -- JI -- and the Clean
Development Mechanism -- CDM -- in the Kyoto Protocol. We
did so in the firm belief that they are key to achieving a
global solution to the serious problem of global warming in
a manner that is environmentally effective while not
imposing an undue economic burden on our people or our

industries, or those of other countries.

It has never been more clear than it is today, at a
time of financial stress around the globe, that we need to
be smart and innovative to address climate change in ways
that promote clean growth and protect economic prospects. I
am convinced that we can make the emissions trading system,
as well as JI and CDM, work beyond expecfations and help lay
the foundation for new paths to clean growth and sustainable

development.

Let’s remember why we worked so hard at Kyoto to
include emissions trading. Emissions trading is good for
the environment. Our goal in this enterprise is to
stabilize atmospheric concentrations of greenhouse gases at
a safe level. A ton of carbon emissions reduced provides
the same global benefit wherever it occurs. Emissions
trading has the potential to mobilize the private sector to

help make these reductions worldwide, and become the thereby



become the Protocol’s most powerful engine for meeting our

Kyoto targets.

The United States’ experience with emissions trading in
our acid rain program has shown trading to be much less
expensive - up to 50 percent - and far more effective in
achieving reductions than had been originally expected. We
have met our objectives at a fraction of the cost. We have
developed innovative ways to give our trading system the
integrity it needed to achieve these remarkable results,
including through strong monitoring requirements. We also
learned that setting up an effective trading system requires
a strong domestic commitment, and involves action and
responsibility on the part of both buyers and sellers.

There i§ no free lunch, but the benefits are tremendous.

Global trading without quantitative limitations is the
most cost-effective, and environmentally sound,

international means to achieve the significant emissions

targets agreed to in Kyoto, and to support further action in
the future. !Some have argued for Iimi rading and |

other flexible mechanisms. To us, this seems

counterproductive for several reasons.

Limits on the flexible mechanisms, would deny all

nations access to worldwide options for cost-effective
emissions reductions, and add to compliance and monitoring
costs. These lost resources would be better spent on
reductions themselves. Moreover, higher costs and greater
compliance penalties would discourage developing country

participation and reduce the investments in clean

technologies needed to spur their sustainable growth.

—




Trading creates incentives to tap enormous
opportunities worldwide for increased energy efficiency and
conservation, and promotes investments in clean technology
as countries grow or capital stock turns over. A well-
designed emissions trading system will allow countries that
take on binding commitments to take advantage of the fact
that the economic cost of emissions reductions varies
tremendously from country to country. For developing
countries, participation in trading, even more than CDM,
would greatly expand their access to these opportunities.
Early action is especially critical to limiting the growth

in developing country greenhouse gas emissions.

Emissions trading will deliver similar benefits on a
larger scale than developing countries can obtain through
the CDM, or that developed countries can access through JI.
If a nation adopts a target and timetable, that nation then
has a powerful incentive to generate a surplus of emission
reductions and become an exporter of reductions in the
international marketplace if its abatement costs are
relatively low. Allowing developing countries the option to
adopt a target and timetable lets them take advantage of
these substantial market benefits.

Emissions trading has an unparalleled ability to ensure
that cost-effective emissions reductions are taken in
developed as well as developing countries. If there are
“cheap and easy” reductions that could be made through
domestic action in the U.S., for example, trading gives

firms worldwide a clear spur to find and make themn.

Our representatives have already discussed in various
fora the importance of making progress in the areas of

reporting, monitoring, verification and compliance as we

'
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approach Buenos Aires. They have also recognized their
importance in bringing integrity to the emissions trading
system, and the other flexible mechanisms. At the same
time, we must avoid bureaucratizing the mechanisms to such a
degree that we sharply limit their effectiveness. I believe
that if we work together to build upon our common ground,

emissions trading, as well as JI and the CDM, can achieve

Y their potential for reducing greenhouse gas emissions cost-
X
diﬁ) W effectively.
I EAN
A ‘}k .
¥AD q Make no mistake, the United States shares with others a
g(V@/ commitment to strong action both at home and internationally

to address climate change. We cannot achieve our Kyoto
goals without strong domestic action. President Clinton has
proposed a $6.3 billion package of tax incentives and R&D
measures to promote domestic efforts, énd the Administration
is working with industry groups on sound, voluntary efforts.
The U.S. government will set an example of how to reduce
greenhouse gas emissions through programs to improve energy
efficiency within government operations and cut our $8
billion annual energy bill. Moreover, our domestic
electricity restructuring plan is likely to further reduce
carbon emissions. Like many of you, we also have a wide
range of nationwide programs that have been in place for

years.

Yet, to ensure the success of our efforts, we will need
to generate new momentum in Buenos Aires based upon clear
progress. We must do this to protect current and future
generations everywhere from the damaging effects of climate
change. To do so, our work will need to include making real
progress on a global, unrestricted emissions trading system.
I look forward to our cooperation on the most important

worldwide environmental problem of the 21°5° century.

' r=o1n P.BS
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ber 17 and 18. Among the a proximately 20 countries invited to at-

tend, there was a strong sp?n't of cooperation and shared commit-

ment to continue the progress on climate change begun in Kyoto

3 last December. The ministerial focused on issyes critical to COP- i

it 4, especialli' emissions tradiné. : i
One week later, ] led the .S. delegation to a ministerial on the

Clean Development Mechanism, co-hosted by Canada, Brazil, and {

ntina. The meeting sought to inform ministers and other high-

level officials on technieal issues of the Clean Development Mechs- .
nism and its potential to facilitate the transfer of technology and - _ |
investment opportunities in developing countries, '

These meet.i.nis and many others, have Provided a pumber of oc-
tasions to have Liatera! discussions with man countries.

Within the last month, I have traveled to hina, Korea, Japan,
and Canada on the climat '

[l o

of the fulfillment of the agreement at the Summit to open a
m-level dialog on climate change. We had Productive discussiong
with a number of ministries identifying-areas of cooperation be.
tween our countries. We bave continued to build on ‘these discus-
sions with the recent vigit of the Chinese Environment Minister. -

We also went to Korea and discussed the same idea of how to ad-
vance full acceptance of the flexibility mechanismg and explored
technical bilateral cooperation in a number of climate-related

areas
I want to assure you that we are continuing our ongoing dialog
across a range of eountries to explore how me participation

{The prepared statémerit'of Melinda L. Kimble follows:] -

INTRODUCTION

Thank you, Mr. Chaien and Maper, of the Subcommittes, =
Iam plvooc%ad to be with you todgtodincuu the current status of negotiations
bext meeting of the ﬂmmo{the?uﬁess.bthelmﬁamw?rk

) t said, the Protocol 1s a in progress.” We still Beed to elaborate the Pro.
tocol's provisions for flexbil; mechaniams to assure that they cost-effocti
tools and are not unduly buziened ‘with  bureaycratic Btructur{ :rnartx.ﬁda.l éo:
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straints, and o, fontinye to purgye Securing meaningfil parpici ation by key devel.
oping countrieg, The Clean Dzve.lopment Mechanigm (CDK{) wzlf kel d pl'rrot:n‘o
enca developin ountries to engagu iy, the lobal response ¢, ofx te change,
The CDM wij] g, 80 Dy example gng mcanhn—-ﬁg showing how actlons o limjs
reduce or Sequester greenhouge gag emizsiong glg, fing mignificant benefj

moting techny] trapnsfer increasing the avallability” of finand] resources gnd
promoting mﬂblo devdopment. there is mych Y8 can do bilaters))
to build capacity in developlng countries to addresg challenge.
deveopigFic ¢ ve Kt Freciens o, Zeaningfi i
evelo ountries ty w en tted,
our ln&l:gan to obtain gyeh Participation prigr to
Senate for itg 2dvice gnd oonsent.

ation b key
e would like to rdén!a
submitting thi, &greement to the

sthents that the United Stateg undertook in by
trations in th “°bj§cﬁ“:ml':vex that w218

OUSe gas coneen ng e atm ere at g woul -
IRCCRSm e ek, =7 S ol i

[ Plementation ap 8, set farth bigy cam-

mihnentsfara.ll arti and ealled for 'od.iclvviewlnd da of oblj tong,

All Parties, facluding ;:'vdoplug eounh-i:n are obligated, mggg ogg l’-!x:.ngl'fn to:

. . ‘o are nationa] {oventarieq of greenhoyge €88 (GHG) sourceg and s

e . Forg:ghle and implemene natioga] programs containing
o .

Mmeasurey tn'mfﬂgate cli-
o 3 . ) . .
oy * Report information relatad to the im, lementation of obli tong; and - - 1
' . Pmmr:h and cooperate in 'aducaﬁon,ph'a.lning and publicg:warenenq related to ¢fj.
o Mermom. Partieg ligtag in Annex 1, including the Unitad States, agreed to:
3‘Aennﬂnm.ng' igation to adopi Hdumdmmu:uudtakemnu' ing
-IBeasures to pg reg: di:natepch.::ge through both J; itation ofemw
-enhn.ncament'ot'lmh- : : : N
¢ Enbanced Feporting ob!fgaﬂons; and - ' :
<A non-%%%ina “aim” of returnng

All of our exigy; and pouddomuﬁcdimtethang . the
fulfliment of U.S. ohyj tons under the Cli VeRton to adopg policies and
take cnrreq measures ty I 'tgnenhouaegucmlui ’I‘llaa ]
Wg an attempt ¢, implemant the Ky
:h On8 are congistens With oyur ey

ement.

. , thega
-United States is;
us, 8t%Ds 5 imp) itments while ji continués ty comy
Plete _‘:ﬁngn a Protocol Becy umm States j higg,
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warld, the level of our eommitment to address climate change sends a clear signal
to all nations. To the extent that the United States can demonstrate continued lead-
ership through serious domestic action, the U.S, position is stre ed in the
international negotiations. Without such dedication, it would be diffieult to gustain
U.S. leadership on the climate ehange igsue.

Climate Change Action Plan

The Climate C e Action Plan (the Action Plan), announced by President Clin-
ton and Vice President Gore in October 1993, is designed to promote environ-
mentally sound economic in the United States into the next century—and
help mitigate the threat of climate change. The Action Plan is also designed to gen-
erate gustainable emission reductions that increase over time, providing Inrgoer en-
efits in later years. The Action Plan consists of over 40 programs that combine ef-
forts of the public sector (feders), State, and local ‘ﬁ:vemment.s) and the private sec-
tor through a pumber of different approaches. These programs reduce emissions
while stimulating greater energy efficiancy, and commerei izing renewable energy
technologies. Through the Action Plan programs, the United States is: '

Kt * Preserving the Environment—The Action Plan comprehensively addresses all

ke majar greenhouse gases in all sectors of the ecanomy. It provides additional en-

i vironmental co-benafits, including preventing ozone and particulate air pollution
and reducing solid and hazardous wastes.

* Contributing to Economic Growth—The Action Plan contributes to improving pro-
ductivity and economic growth, and fenerates employment opportunities by pro-
moting the use of advanced technologies and eh.mz:na]hng Unnecessary energy
expenditures.

¢ Building Partnerships—The Action Plan relies largely on succeasful valuntary ap-
P to engnfe U.S. businesses in adﬁu&‘g greenhouse gas reductions.

e Involving the Publio—Federal agencies solicited outaide views when develo ing
the Action Plan sud this evaluation—and the public contributas contin to
the development and improvement of Action Plan programs. '

» Encouraging Imrmu’anaf Emission Reductione—Recognizing the gignificant &c;
tential for cost-effective emission reductions in othar countries, the Action P!
established the U.S, Initiative for Joint Implementation and the U.S. Country
Studies Program. Many of the Action Plan programs are assisting other coun-
tries in gchieving cost-effective emission reductions. :

Many Action Plan programs have been highly successful The Action Plan has
over 5,000 nizations parﬁdrating from around the country. As recognized in the
Action Plan, it will take most o! tbcpmgrmathmwﬁve;arstqbemmadﬁeve
substantial earbon reduction benefits based on the strong foundations and partner-
ships that have been built. Here are some of its many succesges:

* Thousands of eflicient ENERGY STAR-labeled products are gvailable;

¢ Over 2,300 partners in the ENERGY STAR Buildings and Green Lights programs
have invested over $1 billion in -efficient improvements, gaving over $260

. million on their energy bills in 1996 alone. ' T
¢ Rebuild Americs is reducing the $6.5 billion energy bill at eolleges and univer-

sities across the country. Lo o L

. USD&W have led to the planting of trees on 54,000 hectares of land.

* In 1986, partners in EPA's Natural Gas STAR program reduced methane leakage

. from natural gas pipelinés by over L0 million metric tons of airbon equivalent. :
October 1897 Initiative ~ - : e ‘;
*In October 1997, well before Kyoto, President Clinton outliged an environmentally
and econamically” sound plan for redueing U.S. m%ouse gas emisgzions, which is t
fully consisteat with U.S. obligations under the CC and designed to meet the =
voluntary “aim” and other ongoing cammitments. The plan encompasses ground- -
breaking initiatives _dad&egdm cut emisaions by increasing energy e&dency; devel-
oping-end encouraging diffusion of new, cleaner end technologies; working with | SO
industry' and others to promote sensible salutions ;:g{he climate thange problem; o B
and qvlogcngnmgrht- ised mechanisms to' ensure cost-effective red%echnns ‘By 1 S
promoting ology development and diffusion now, we will be inereasing our com- '
petitiveness and we will be making a down payment that can help us avaid poten-

2

N~

tially costly actions in the future. T .
; Spedﬁm{l{i the President’_?lan fncludes the Climate Change Technology Initia-
tive—an ambitious program of tax cuts and funding for research and deve pent

aimed at improving efficiency and spurring the use of renewable ene
sources. Included in monfi IBSQSPB et, the package amounts to $6.
billion over five years, $3.6 billion in tax cuts a $2.7 bulion 1n new inveatment.
Electricity restrycturing and efforts to improve energy use and procurement prac-
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tices by the Federal government will also help reduce emissions. On a longer time
lzngziszon, a domestic emissions trading system will be developed and in place by
An important component invalves building pmnerships with key energy-intensive
industries to develop sector-by-sector initiauves to cut emissions. These partner-
ships will identify opportunities for working together to remave barriers to the de-
velopment and widespread use of energy efficient technologies and ﬁr{aehces. One
example is the Partnership for Advancing Tachnology in Houalnﬁ (PATH) which will
also play an important toge in achieving the goals of the Precident’s plan. As part
of its consultations, the Administration will discuss ways to ensure credit for busi-
nesses that act early. High level Administration officials have already met with
CEOg from the steel, aluminuin, cement, publicly owned and investor-owned electric
utilities, forest products and gas pipelines industries.

EXPECTATIONS FOR BUENOS AIRES

In the context of eix years gince tha Framework Convention on Climate C
was opened for signature and the recently negotiated Kyoto Protocol, the

meeting of the Conference of the Parties to the UNFCCC (COP¢) provides an or
portunity to continue momentum on both of these histaric agreements. B -
through sccomplishments and headline-making events, however, are_not likely,
given the wlgmnuge of international understanding of haw the fexibility mecha-
nisms in the Protocol can work. We are focused on achieving jmaximug pm

s

as we seek to advance the ultimate objective of the Convention and

upon the unfinished business of Kyoto.
i devel and dev:‘l‘o‘ging. ghould reitarate the need

We balieve all countries,
for concerted, ccoperative action to ad this gl problem. We intend to renew

our commitment to taking actions in the context of the Framework Convention,
which nepinh-u tha need for a global effort And, wa hopa others will do the same.

The problem of climate dm% emerged over decades and solvin&lt is a “mare-
thon” not a "sprint.” We view P4 a5 @ stepping stone to future ¢ orts on climate
change, and a8 guch, it must yleld incremental, but credible progress.

r : Flexibility Mechanisms
Ow:, t three weeks before the international commumtz convenes in Bue-
there is a solid basis for m on ela ﬁnzth:‘&vdoo
mechanismo—emisgions , Joint implementation, the
g l i .gam?nt on rules and guidelines
a objectives of Kyoto. 8. |
mechanisms 1

| i dluded. ball

. 1 nw

R | g-ager?:gﬁ-mk digcussions on the

Y op next steps, and to avold un
solved at COP4.

the other !_lm'billty mechanisms, are cost-effective’
sound. uonthufmntvdthd\eﬁununllnionntﬂne - -
isterial in ' okyo_geamstohnvonduedtheiikehhmd' thntthisiuueof.the.ﬂ:ﬂbil'-
itymechanhm;vmbediviaivoatcol’-t. ‘ : . S

echnnim.orCDM_,shmru.lp ige se a bridge be-

The Clean Developmest M
tween the develop ing countries in their effarts to address the global
roblem of climate change. As echanisms, familiarity with the fun-

¢ . _ entala of the CDM is moving us do

tries meet their Kyoto goals, cost-effectively,
credits against their targets. .

One positive cutcame of COP-4 would be a work plan and timetable for further
elaboration of the rules, modalities and guidelines for all of the flexibility mecha-.

nisms. Such a plan would signal that we are moving forward, and that we under-
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stand the peed for greater certainty among our public and private sectors about how
the Kyoto mechanisms and processes qu work. We have been eg aging in eflorts
to aeelv: input from financial experts and U.S. industry on aspects of emissions trad-
ing and other market mechanisms to inform our palicy farmation on such issues as
allocation of risk and institutional structures, and we will continue to do so as these
isgues will need further refinement after Buenos Aires.

COP-4 offers an oppartunity to share perspectives on how to proceed and build
consengus on concrete ateps that can be taken to reduce the growth in greenhouse
gas emigsions without jeopardizing economic growth. We plan to share experiences
Eained through the “Activities Implemented Jointly” pilot l!:vl'mae, as well as high-

ght successful domestic policies and measures that may have lessons for others,

Engaging Developing Countries

We contintie to make clear, at every opportuxruog, that developing countries must
be part of the solution to the climate change problem. Meaningful participation by
key developinf countries is essentigl. In evaluating what constitutes this level of
participation, it is important to keep in mind the substantial differences that exist
among developing countrias in terms of their emissions profiles, levels of develop-
ment, capacity for effectve action, and economic and political conditions. We have
not estab‘;ished 8 fixed standard or set of eriteria, Instead, we want to convey that
key developing countries must commit to serious ateps to Uimit their greenhouse gas
enlissions and help in the international effort to control global warnmung. This could
effectively be accomplished through developing countries taking on their own emijs.
siong targets, consistent with economic growth, which would enshle them to partid-

result, namely that key developing eotintries take serious steps to limit their emis-
sions. We also believe that aclve participation in the Clean Development Mecha.
nism could be a factor in determining meanin partidpation.

At COP+4, we anticipate that the igaue of eveloping country participation will be
extengively discussed. COP<4 will provide an -opportunity to advance the ongoi
dialogue on the need for greater develaping coun involvement and the memi.ng:ﬁ
partidpation of key nationg. We also expect important discussions on the Clean De-
velopment Mechaniam, as noted earlier, and on ways that.non-Annex I Parties can
more fully achiave their existing Climate Convention commitments.

Meeting only onee a year, the COP must take 'u'p 8 pumber of tec! jcal issues
that often do not recaive as much attention gs the others I have mentioned. An ex:

creass understanding of the concepts found in Article 3, indudiaﬁ those recently ad-
at a joint wkahgp sponsared by the Intergovernmental Pane] on Climate

Chan_ge (IPCC) and the ubgidi Body for Sdentific and Technological Adviee
(SBSTA) under the _Convantwn-'-:zomstaﬁan,' reforestation and deforestation. The
outcomes of the wurkshop—an outline for an IPCC Special art on land use
change and farestry and suggestions for authors—were orwarded to the full IPCC
Plenary which met a few dag ‘ago in Vienna and agreed on a final outline for this
ould avgilable in early 2000. A second workshop will be

held'in the United States early f:ex't year to consider the additional categories of

‘A geecond im?rtant “technical” issue is that of reporting ‘obligations under the
+~C. 1he Parties will consider- how Annex [ Parties are:t5 begin preparing for
the submission of their third national communications by sddressing tinting and
guideline questions. Because these reparts will contain iong inventory data as
well as description _o!")g;olidaa and measures, they will be critical indicators of
progress in the post-2000 period. The Parties will also agree-upon the process for
eonniden.n%thq communications from non-Annex | Parties. uch a process will
all Parties to determine how these Parties are fulfilling their Convention ob-

mummmpmmm ACTIVITIES: ADVANCING U.§. CLIMATE CHANGE .
. brLomacy . T
Since Kyoto, the State Department and other U.S. government sgendes have been
hard at work to further U.%. objectives through a ‘Ff:.ll court” diplomatic press in
a variety of multilataral and bilateral discugsions. At the. highest levels, Preaident
Clinton ‘and Vice President Gore have raised climate change in their meeotings with
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the leaders of China, Korea, and other countries in Europe,
ca. Sevu-et.n.\zl Albrtgh has also taken advantage of every opportunity in muay of
these and other countries to urge other pations to support our positions on the flexi

bility mechanisms and gecuring meaningful participation by key developing eoun-

tries.
Under Secretary of State Stuart E. Eizenstat led our delegation to an informal
Ministarial on Climate Change held in Tokyo on September 17-18. Among the ap-
proximate! twenty countries invitad to attend, there was @ trong irit of coopers-
tion end shared commitment to continue the progress on climate change begun
Kyoto last December. The Ministerial f on the critical COP-¢ issues that 1
have cutlined, especially emissions trading. Oue week later, 1 led the U.S. delegu-
tion to @ ministerial on the Clean Development Mechaniam, co-hosted by the Cana-
diap, Braz{lian and ntine governments. The meeh.né sought to inform ministers
and other high-level afficials on technical insues of the CDM and its potential to fa-
cilitate the transfer of technology and investment opportunities in devdow coun-
tries. I believe it also enhanced the cooperative spint between developed devel-
oping countries on this important flexibility mechanism, Both meetings, and others,
tovided excellent occasions to have bilateral discussions with a pumber of delega-
ons jocluding those from Argentina, Brazil, China, and Samoa.

Most recently, 1 was in London last Fridey meeting with my G-8 counterparts to
discuss our respective views on the fiexibility mechanisms, developing counu‘y ar-
ticipation, and other issues that will arise in Buenos Aires. A groat deal of etlort -
centered on convincing our European partners of the necessity of an unfettersd
emlssions trading system, built on & foundstion of credible ing, measurement
and verification. We are awaiting developments in Luxembourg this week ag the EU |
Environment Ministers formulate positions for COP4. :

Within the last month, I have also traveled to China, Korea, Japan and Canada
to advance our climate change goals. Io early September, I led an intere ency dele-
gation to China, in fulfillment of an agreement reached st the Clinton-Jiang Presi-
dential Summit We had very productive discussions with a number of minigtries -
to identify areas of cooperation betwean our naticas. We were encoursged by the
positive atmosphere of talks and their usefulness in sharing views and perspec-
tives. In we met with Korean govermment officials and explored how-to ad-
vance full acceptance of th flexjbility mechanisms gnd offered ':{mm i
operation on ene:g“eﬂidoﬁ and consarvation, assessment of reduced reliance oo g
fossil fuels, and related envircnmental issues, including '
evaluation of ancllary health benefits. In virtually every instance, we have explored |
how developing countries could assume commitments ‘eongistent with their economis
and environmental objectives, particularly in lMght of the 'naibilig mechaniema.

In addition to these extremely useful msions.,th_e"‘Um - mu:ngu Su; of ;

aponseslm gained through off-line wnvem‘:::a at the meeting-of the OECD/IEA

At that meeting, wo had an. portunity to discuss international emissions trading °
at some lmgth._We unders that slgm informed by the discussion at the Paris |
maednsm bemépn ared by the ORCD for COP4. With regard to Ulgaine, & |
State Departmeni-led delegation is mmth officials in Kiev this week to-eD-
hance their understanding of emissions ing through
genu-alc]imatcdmngeb terals, S . Co
In the coming weeks, the Administration, the Department and other agencies will
be fine-tuning our negotinu.uﬁ position for Buenos®Aires and working to build alli-
ances with partners oo the whole suite of issues. We intend to utilize every oppor- |
mmtytoeuuvexcurposltionmdeeek;:uﬂg"Mforourviemont.hena:lhiliwm' -
spiams, developing countzies snd the beliict) O, L Lo e we sodk o 80
pation in uenos m , a0 workd i to ad-
dress this critical problem. . lnng m”“. . o
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Mr. Chairman, Members of the Subcommittee, thank g'ou for your attention. I
would be pleased to respond to any questions that you might have.

Mr. BURR. Thank you, Ms. Kimble. /

One of the reasons that I think al] members patiently waited
through your testimony was the fact that we didn’t get it until 6:45
last night and haven't had &s much time to prepare as we'd like
to .

Let me ask unanimous consent that all members be given the op-
gortgnity to include opening statements. Without objection, so or-
ered. :

[Addiﬁqnal statement submitted for the record follows:]

PREPARED STATEMENT OP HON. EDWARD J. MARKEY, A REPRESENTATIVE IN
CONGRESS FROM THE STATE OF MASSACHUSETTS

Thank Mr. Chairman, and I commend ou for calling s hearing to ex-
amine ﬂ:ey:"'peeutiom for the upcnml.m; lntem{ﬁoml meeting in Buenos Aires next
month and the econgmie co ences of the Kyoto Protocal

Three years g thewuﬂd-ideenmmunltymeedamﬂestonevm.h ard to
global warming. The United Nations Intergovernmental Panel on Clima:Eh-nse
muadanmdnwonthowntrﬂmdomofn 2500 ecientists from around
the world. tepart concluded “that the balapce svidence eats there is a

-discernibls human influence an global climats.” This remarkable s tement reflects

an unprecedented degres of consensus in the scientific community, and it sends a
clear :icnal to policy. makers that. this snvironmental issue musttyﬁe ) by
garding the im ctsnft:leobdnmmg l“th.gl:arwnmu?:lpg? jentific o T2

L] A A sa commu-
nity is that theppllblie bealth and en\nmmezit:llo ;uh of not aeting at this time are

t q i ? : ,
Presgident.Clinton and Vice President Gare have shown t leaderghip [n devel-
Gonal ook 4 ve ‘E;‘ eac P In ¢ _

Asmmm!mthemmi;impachd‘ndudngmhouum,ith own
view that technalogieal innwnﬁ_cn will platznan i_m&ortant role in meeting tl:y emis-
i s targets established by the Kyo 0 Accord. LImproved en effi.
dency, technological advances in electricity generstion, transmission anded.?ﬁ{bu-
creased relignce squrces, and innovations fn autamobile
h:hnnhﬁmmudnﬂhwagvhgsadnmmﬁmdaﬂomh.wb
ousa gus emissions. I firmly beliove that we have not yet reached our techno-

al limits with respect to l.nty_o( these technalogies. However, to make innovation

and to spur the: capital to the entreprensurs who are developing new

! -{n .area,:Congress must send & clear 'ato industry and to con.

use
miselons. This comumitment, once translated. ingo binding Jecint, Soeiiouse gus
ton, will create the mark hmhmﬁvqa_fw'mw'bchnobgiubbei; uced

that will greatly reduce camp LT

In addition for improved , energy efficency,
and use of ren energy, [ believe it is important that we have a diacussiop
today about the effect increaging competition in the domestic elactric utility mar-
ksts on emiagions of : Moving current warld of
electric utlity monopolies towards a competitive eavirenment in whijch consumers
can choose sup the orotent:l.a.l to greatly enhance economic efficiency of

P dungesthatwiﬂ,mkenchi‘evingxrobmadmmgs

282 647 4221 P.@gxas_ o
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THE WHITE HOUSE

Office of the Vice President

For Immediate Release: Contact:
Tuesday, October 27, 1998 ' (202) 456-7035

VICE PRESIDENT LAUDS GROWING CONSENSUS
ON STEPS TO FIGHT GLOBAL WARMING,

Also Receives Recommendations of President’s Council on Sustainable Development

WASHINGTON, D.C. - Vice President Gore lauded today the growing consensus on
steps to address climate change, and he received recommendations from the President’s Council
on Sustainable Development on ways to encourage early, voluntary action to reduce greenhouse
gas emissions.

In remarks at the White House, the Vice President applauded recent pledges by leading
corporations, some in collaboration with environmental organizations, to take action to reduce
their emissions. In particular, he noted today’s announcement by Monsanto, British Petroleum,
General Motors, and the World Resources Institute, and yesterday’s pledge by IBM.

“While many in Congress still want to ignore the mounting evidence of global warming,
many in the business community are paying heed,” the Vice President said. “They recognize the
challenges we face -- and the opportunities we can seize. They are accepting responsibility as
good corporate citizens, and they are forging common-sense plans to reduce their emissions.”

The Vice President also commended the recommendations of the President’s Council on
Sustainable Development as an important step toward developing concrete measures to
encourage companies to take voluntary steps to curb emissions before binding requirements are
in place.

The Council, which brings together business, environmental, civic, and government
leaders from across the country, presented a statement of principles that could serve as the basis
for legislation that ensures that companies taking early, voluntary action receive credit toward
future emissions targets.

The Vice President said climate change efforts will also benefit from a significant boost
in clean energy research funding that the Administration secured in this year’s budget.
Specifically, the 1999 budget contains over $1 billion for research on energy efficiency and
renewable energy technologies, a 25 percent increase.



“These developments send a strong message: A healthy environment and a healthy
economy go hand in hand,” the Vice President said. “Through technology and innovation, we ‘
can turn this challenge into a huge opportunity for businesses and for America. And the
sooner we act, the easier it will be.”

#HH




President’s Council on Sustainable Development
Climate Task Force

Principles for Early Action
October 27, 1998

In November 1997, PCSD's Climate Task Force released a set of Climate Change Principles
that stated. “the risk of climate change . . . is of sufficient concern that timely and effective actions
should be taken™ and “policies to reduce emissions of greenhouse gases or other measures to protect
the climate should include incentives for early action.”

The term “early action” refers to a suite of voluntary steps that could be taken before any
domestic or international binding requirements are in place. Voluntary efforts by businesses and
consumers to protect the climate could be facilitated by a systematic legislative approach to stimulate
carly action. The following principles should be considered in designing a flexible program that broadly
encourages measures to protect the climate. Members of the Task Force envision that the award of
formal credit is but one part of the whole early action program. In addition. members believe that an
early action strategy must evolve over time in response to advances in scientific knowledge and
technology. These principles do not presume a decision as to whether the United States should become
a party to the Kyoto Protocol. The potential benefits of early action justify the program on its own
merits.

|. Appropriate incentives for early action to protect the climate

An early action strategy should aim to reduce greenhouse gas emissions. Any program should
ensure that those that take or have taken voluntary steps to protect the climate are rewarded and not
inadvertently penalized for their efforts. Market-based incentives, fiscal policies. tederal funding.
procurement policies, regulations, and public recognition should be combined into a coherent eftort that
ctfectively stimulates early action.

2. Broadly-based participation

Incentives for early action should encourage activities that protect the climate with the broadest
possible level of participation by business, communities, government agencies, academia, non-
covernmental organizations, and individuals. These incentives should facilitate the formation of
partnerships and the leveraging of resources among participants.

3. Learning, innovation, flexibility, and experimentation

The program should accommodate economic growth while contributing 1o the achievement of
significant emissions reductions by encouraging flexibility. innovation. and experimentation to facilitate
lcarning about cost-effective ways to protect the climate. Policy should allow a broad menu of options
that can also result in environmental and socictal benefits for all segments of the population.

4. Formal credit for greenhouse gas emissions reduction efforts

As part of the overall early action strategy. formal credit should be granted to early actors for
legitimate and veritiable measures that reduce overall greenhouse gas emissions relative to defined
henchmarks. Those undertaking these efforts should receive assurances that carned credits can be
applied towards (uture reduction obligations. The program ultimately needs to be codified to provide
certainty to these actors. Formal credit for domestic actions should be issued with the understanding
that these credits are allocated from any future limit on ULS. emissions.

S Accountability for emissions

Dependable measurement techniques and credible reporting methods should be used to account
tor claimed emissions reductions. Policies to grant formal credit should aim to Kkeep transaction costs
and nisks Tow while ensuring the integrity of awarded credits.



6. Compatibility with other climate protection strategies and environmental goals
The design of an early action program should be compatible with other domestic or
international strategies to protect the climate and with other environmental goals.

7. Government leadership

Governments should demonstrate leadership in an early action program by achieving significant
oreenhouse gas emissions reductions from their activities, relative to their defined benchmarks.
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T T T T T SUSTAINABLE DEVELOPMENT

730 Jackson Place, NW Washington, D.CL 20503

October 27. 1998

The President
The White House
Washington, DC 20500

Dear Mr. President,

Your strong voice has called attention to the risks of human-induced climate change and the need
to take timely and elfective steps to address it. We are pleased to report further progress i our
efforts to advise you on climate policy options that could help encourage these steps. In the
statement on climate that we sent to you last November, we recognized -- as you have -- the need
for carlv action to protect the climate and the importance of incentives to catalyze that action.
Members ol the Climate Task Foree of the President’s Council on Sustainable Development have
rcached agreement on a set of principles for the design of a program that we believe would
broadlv encourage voluntary action.

This consensus statement {rom a diverse group of Climate Task Foree members -- including
lcaders from business, environmental and civic organizations, as well as local and federal
covernment -- is based on the Task Foree™s examination of the key policy issues that must be
considered in designing an carly action program. [n the course of our work, we listened to a wide
range of experts and sought the views and ideas of citizens. As a result of our studies, we
recommend an incentive-based program that encourages broad-based participation, learning.
mnovation. flexibility, and experimentation; grants formal credit for legitimate and veritiable
measures to protect the climate: ensures accountability: is compatible with other climate '
protections strategies and environmental goals: and includes local, state. and federal government

&

feadership.

An carly action program is justified entirely on its own merits because it will improve cconomic
performance and will reduce local environmental pollution as well as greenhouse gas emissions.
Flowever, we recognize that discussion ol the value of an carly action program has also, and we
behieve erroncously. become tied to the debate over the Kyoto Protocol. These principles do not
presume o decision as to whether the United States should become a party to the Protocol. But
they do allow for the possibility that the United States could agree 1o linitits greenhouse gas
cmissions in the future. An carly action program that grants credits against potential future
oblications would facilitate achievement of any binding agreement because 1t would ereate o

.

powerful meentive for many emitiers to get on a gradual "ghide path” for cnissions reductions.

Printed on Recycled Paper



We hope vou will find these principles helpful. and that they will provide a usetul foundation for

policy discussions on carly action strategics in your Administration. We welcome your response
and guidance as we continue carrying out your request to recommend climate policy options.

Sincerely.

Co-Chanr, PCSD
Chairman, Interface, Inc.

Jonathan Lash

Co-Chair, PCSD and Co-Chair, Climate
Task IForce '
President, World Resources Institute

D. James Baker
Co-chair, Climate Task FForee
Under Secretary for Oceans and Atmosphere

e o

Steve l’cr‘gy

Co-Chair, Climate Task Force
Chairman and CLEO, British Petroleum
America, Inc.




Fact Sheet -- Principles for Early Action October 27, 1998

‘ Why do we need an early action program?

The PCSD Climate Task Force accepts that the risk of human-induced climate change and the
potential for serious impacts is of sufficient concern that timely and effective actions should be taken to
reduce those risks. Greenhouse gases have atmospheric lifetimes of decades to centuries, and both the
concentration of greenhouse gases in the atmosphere and the rate at which those concentrations increase are
important factors in determining the risk of climate change. Incentives for early action can encourage steps to
reduce emissions and other measures to protect the climate now.

Are these Principles for Early Action conceptually different from the Climate Change Action Plan and
the Climate Change Technology Initiative?

The 1993 Climate Change Action Plan (CCAP) includes over 40 federal programs that are working in
partnership with small and large businesses, state and local governments, and other organizations to reduce
U.S. greenhouse gas emissions. The proposed 5-year Climate Change Technology Initiative would expand
these programs and target additional opportunities to reduce emissions. These two programs will significantly
reduce the rate of growth of U.S. greenhouse gas emissions compared to forecasted levels. Members of the
PCSD Climate Task Force envisioned an incentives program that will further encourage everyone to take
seriously the need for action. The Task Force recommends an early action program that includes broadly-
based participation; encourages learning, innovation, flexibility, and experimentation; grants formal credit for
legitimate and verifiable actions that reduce overall emissions; ensures accountability; is compatible with
other climate protection strategies and environmental goals; and includes government leadership.

What is the relationship between “credit for early action” and the Kyoto Protocol?

The Principles state that “Formal credit for domestic actions should be issued with the understanding
that these credits are allocated from any future limit on U.S. emissions.” These principles do not presume a
decision as to whether the United States should become a party to the Protocol. But they do allow for the
possibility that the U.S. could agree to limit its greenhouse gas emissions in the future.

Why should an early action program offer formal credit?

Although only part of an overall early action strategy, credits for early action are an important
insurance policy for those who want to take voluntary steps to protect the climate, but are concerned they
could be penalized in the future for having taken proactive steps today. An early action program that grants
credits against potential future obligations would facilitate achievement of any binding agreement
because it would create a powerful incentive for many emitters to get on a gradual “glide path” for
emissions reductions.

If we give credits away now, will that increase future compliance costs?

Taking cost-effective action to reduce overall emissions now is a down payment on any future limit
on emissions. By acting now, we will reduce the total amount of emissions we have to reduce later. By
creating a more gradual glide path for emissions reductions, this incremental approach could save money
%cl)mpared to a wait-and-see strategy that could require significant emissions reductions sometime in the

ture.

Why should governments take the lead in a voluntary program?

Members of the the Task Force believe that voluntary efforts by businesses and consumers to protect
the climate could be facilitated by a systematic legislative approach to stimulate early action. In addition,
local, state, and federal governments are large energy consumers and, therefore, are significant emitters of

greenhouse gases. Governments can save taxpayers money by taking cost-effective steps to reduce
€missions.

Why is broadly-based participation important?
G_reenhouse gas emissions come from a variety of stationary, mobile, small, and large sources. By
encouraging everyone to take action, more businesses and consumers have the opportunity to reduce

emissiqns cost-effectively and realize the environmental and other economic benefits of voluntary climate
protection.
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Speech by Stuart E. Eizenstat
. - Under Secretary of State for Economic, Business,
and Agricultural Affairs

FIGHTING GLOBAL WARMING: FROM KYOTO
TO BUENOS AIRES AND BEYOND

Center for National Policy
October 28, 1998

Good morning. | am especially pleased to be at the Center for National Policy. 1
was present at its creation and involved in its initiation, served on its Board for many
years, and became a great admirer of Mo Steinbruner, the Center’s talented President. [
want to talk about the progress the Administration has made on climate change, and what
we hope to accomplish at the upcomihg negotiations in Buenos Aires. | had the privilege
of heading the U.S. team in Kyoto, and will do so again in Buenos Aires. We have a fine
team of experts working on this issue. It shows in the tremendous progress we have

‘ made towards achieving an international approach that can insure at a reasonable cost

against the potential damage of climate change.

In just under a year since some 160 countries reached the historic Kyoto
agreement on climate change at the third Conference of the Parties (COP3), we have
made significant progress on multiple fronts. We look to COP4 in Buenos Aires not as a
place for spectacular diplomatic breakthroughs as we accomplished in Kyoto, but as a
significant milestone in efforts to consolidate our gains and to make concrete and

operational our Kyoto achievements.

Kyoto Accomplishments:

Kyoto was a genuine breakthrough. For the first time markets will be put to work
to help international efforts to address an environmental problem -- climate change, the
most profound environmental challenge of the 21* Century. International action was

taken in response to powerful scientific consensus that global warming is indeed



occurring, and that the cause is greenhouse gas emissions related to human activity. In
Kyoto, industrialized countries took on binding targets to cut aggregate emissions by

5.2% below 1996 levels.

The Protocol reflects the environmentally and economically sound approach of
the United States. It is strong and realistic; it is market-based and flexible. As the U.S.
called for, the Protocol established a commitment period of 2008 to 2012, which gives us
start-up time to adjust and a five-year period over which to achieve our emissions
reduction goal. As we wanted, the Kyoto agreement also provided similar but
differentiated targets among developed countries to allow for varying economic profiles
and levels of industrialization. We achieved the inclusion of all six gases that contribute
to the problem, over the objections of the European Union and Japan. The United States
also pressed successfully for coverage of carbon “sinks” in the Protocol, knbwing that
agriculture and forestry practices can help reduce carbon in the atmosphere and should be

recognized as a tool in fighting global warming.

Perhaps the greatest achievement at Kyoto was the inclusion of the market-based,
approach with flexibility mechanisms we championed to supplement domestic measures
to reduce greenhouse gas emissions. These mechanisms provide the flexibility and
incentives to help us find the least-cost reductions worldwide to achieve Kyoto’s overall
emissions target. The flexibility mechanisms include international emissions trading, the
Clean Development Mechanism (CDM), and Joint Implementation (JI).

Emissions trading enables those countries with binding emissions targets to
participate in an international market that for the first time gives explicit value to
emissions reductions. If the cost of abatement in a given country is low by world
standards, and that country is therefore able to get below its emissions target, it would
have allowances to sell to those countries where abatement costs are relatively high.
Both a seller and a buyer willing to pay for the allowance would have to piay by the

rules.




Kyoto’s Clean Developmcht Mechanism, involves voluntary, project-based
investments by developed countries and their firms in developing countries. These would
be win-win investments. Countries with binding emissions targets would get credit
toward their targets for making beneficial investments in developing countries that
provide capital and clean technology. Developing countries would get world-class
techinology as developed countries act to meet their targets. Joint Implementation allows
developed country investors to share efforts on environment-friendly projects that limit

emissions, and to share credit for the results against their emissions targets.

The Administration’s economic analysis underscores the importance of trading in
achieving emissions reductions agreed at Kyoto in a cost-effective manner. It shows that
an effective international market for trading emissions allowances among industrialized
countries alone could dramatically lower the resource cost to the United States. At the
same time, making agreed reductions in greenhouse gases would help the United States
avoid the damage of climate change, which some estimates place in the billions of dollars
annually,.and enjoy related health and other benefits. Moderate estimates of the
economic cost of meeting the Kyoto targets assume implementation of the very flexibility

mechanisms for which we fought at Kyoto, and now work to make a reality.

The Kyoto framework reflects both the view that climate change is a serious,
global environmental problem which must be addressed at the lowest cost to the world
economy, and the experience that it can be done without a large bureaucracy, overly-
intrusive regulation or high taxes. The trading system used in our domestic SO2 program
to reduce acid rain, for example, has achieved our environmental goals at just 50 percent
of initial cost estimates. Despite the complexity of making Kyoto’s provisions
operational, and the need to build confidence in the international community that we can
make them work to the benefit of all, much has happened in the last year to make this

task all the more urgent.



It is becoming harder for skeptics to contest the science. Significant new findings
over the past year reinforce the broad, scientific consensus that human activities are
disrupting the earth’s climate. New analyses of tree ring, ice melt, borehole and satellite
data provide further evidence that global temperatures are rising as a result of increasing
concentrations of greenhouse gases. Following 1997, the hottest year on record, the first
nine months of 1998 have been even hotter. This year’s extreme weather events have
been of historic proportion and devastating cost — from raging fires in Indonesia, the
Amazon, Florida and Mexico, to drought in Texas followed by life-threatening floods,
and floods in China and Bangladesh that left tens of thousands homeless, hungry and

sick. These events are a window on what the Earth may be like with global warming.

Progress This Year:

The past year has also seen tremendous progress in our fight against global
warming. First, we have stepped up our domestic efforts. Since ratifying the original
climate change treaty in 1992, the United States has put more than 50 domestic programs
in place to help address the problem. There should be no doubt about our commitment to
aggressive, domestic action. In just-completed budget negotiations, the Clinton
Administration secured a 25 percent increase in investments against climate change -- in
energy efficiency, renewables and R&D -- with resources now totaling some $1 billion
for FY1999. These funds will go to a wide array of programs such as the Partnership for
the Next Generation Vehicle, where we expect to see new U.S. cars in production early in
the next decade with triple the gas mileage of today’s cars, and the Partnership for
Advaneing Technology in Housing, or PATH, which will make new housing up to 50
percent more enefgy efficient. In addition, the Administration’s electricity restructuring

plan will increase efficiency, spur renewables and help cut emissions as well.

The Administration will come back with a request for more in the FY2000

- budget, including added emphasis on incentives for farmers and others to explore
opportunities in biofuels and to identify how land use practices can help clean carbon
from the air. These are promising areas through which our agriculture and forestry

sectors may well benefit from our efforts against global warming.




Second, the Administration has undertaken intensive consultations and mutual
education efforts with business, agriculture and other citizens groups. We have
successful discussions with industry groups to improve energy efficiency and cut
emissions. Credit for early action on climate change is high on their list of priorities and
on ours, so we welcome the bipartisan legislation on this issue recently introduced by
Senators Chaffee, Lieberman and Mack. Industry is taking active steps already.
Important companies such as IBM, Sunoco, British Petroleum, Shell, United
Technologies and Intel have recently committed to reduce significantly their greenhouse
gas emissions. BP is putting in place an internal trading system designed to keep the cost
of meeting this goal as low as possible. We will be very interested in the results of these

innovative efforts.

Third, over the last year, we have also mounted a comprehensive diplomatic effort
to encourage developing countries to become meaningfully involved in limiting the
increase in their emissions, consistent with needed growth. While we intend to sign the
Protocol to help lock in the gains made at Kyoto, the President has indicated he will not
submit the Kyoto Protocol for advice and consent by the Senate without meaningful
participation by key developing countries. Many developing countries remain resistant to
emissions targets, and mistrust the flexibility mechanisms. But our discussions with them
have become more regular, substantive and detailed and they are becoming aware of their

potential vulnerability to climate change, and of the benefits of taking action.

~  -We are engaged with dozens of developing countries through our bilateral
assistance programs to encourage them to take steps toward sustainable development.
With $193 million appropriated for the Global Environmental Facility in this year’s
budget talks to cover U.S. arrears, the Facility should be able to complement some of

these efforts through their climate-related programs.

Developing Countries:
In our approach to developing countries, we find it helpful to group them into

several categories. This recognizes the substantial differences among them in terms of



emissions profiles, levels of development, capacity for effective action, and economic
and political conditions. One category of developing countries combines relatively high-
income developing and newly industrialized countries. This includes new members of
the OECD and those nations that aspire to OECD membership. We have not only
pressed hard bilaterally for their participation, but have achieved the backing of other
couritries to urge them to take on binding growth targets to limit the rate of increase in

their emissions.

In another category are large emitters with low incomes. While none of these
countries to date has indicated a willingness to take on quantitative targets, we have
engaged vigorously with them at the highest levels and will continue to do'so. In our
discussions we emphasize strongly that flexibility mechanisms such as emissions trading
and the Clean Development Mechanism will not only reduce greenhouse gases, but offer
powerful financial incentives for new investments in their economies. The United States
now has in place a high-level dialogue with China, for example, through which we have
stressed the potential impacts of climate change on China as well as the health, energy

efficiency and other benefits of early action.

There is another, mixed category of middle-income countries of varying sizes and
emissions levels. Here we see particular opportunities in Latin American and the
Caribbean. Argentina, as chair of the COP4 meeting is an important leader in this
process. Brazil introduced the Clean Development Mechanism at Kyoto, and has led on
renewable energy and alternative fuel strategies in the region. We have had setbacks in
our progress with other middle income countries in Asia due to recent economic events,

but we continue to work with them bilaterally and multilaterally.

Finally, there is a sizeable category of poor countries with low emissions and low
incomes. Although climate change often poses serious potential threats to them, they

have limited capacity to undertake the kinds of actions and commitments that we expect




of countries with more advanced economies. These include, for example, most of Sub-
Saharan Africa and the small island states that are uniquely vulnerable to climate change.
We are working with such countries to build their capacity to participate in solving the

global problem of climate change.

Buénos Aires and Beyond:
At Kyoto we created the architectural structure of international efforts to address
climate change. We hope Buenos Aires will create a process for installing the interior

plumbing and circuitry to make Kyoto a reality.

First, in Buenos Aires we will oppose any backsliding on the grand bargain that
was struck in Kyoto. At Kyoto, we joined others in taking on a strong emissions
reduction target. We did it with the clear understanding that, like the European countries
have done with their Bubble, we would be able to use the flexible, market-based Kyoto
mechanisms without arbitrary limits to meet our obligations cost-effectively. That

agreement must hold.

We have formed a successful alliance since Kyoto with eight other like-minded
countries (including Canada, Japan and Russia) the “Umbrella Group” to develop
common positions on Kyoto’s flexibility mechanisms. With us they strongly oppose
efforts by the EU countries to restrict the legitimate use of emissions trading and the
other agreed flexibility mechanisms.

There should be no limit on how much the United States can do at home -- and
we are making aggressive efforts -- but neither can there be a limit on what we can
accomplish through agreed flexible mechanisms. We will adamantly oppose efforts to
set arbitrary limits on trading. They threaten to undo the Kyoto agreement, and would
impose unsustainable costs on the U.S. economy and actually discourage deeper

reductions in greenhouse gas emissions.



Second, we will stress that Buenos Aires should avoid divisive polemics

regarding caps on the flexibility mechanisms and concentrate instead on developing a I

work plan and a Working group process, with clear timetables for elaborating the rules for
trading and the other market mechanisms. This is urgent if we are to make sufficient
progress to have the CDM up and running by 2000 as the Protocol provides. At the same
time, the rules must not entail too much red tape or excessive bureaucracy. The Buenos
Aires work plan must also recognize the need to develop appropriate mechanisms for

measurement, reporting and compliance in a system with high standards.

Third, we will hold intensive bilateral and multilateral discussions directly with
developing countries and work to build the momentum for action. We cannot solve the
problem without them. It is critical that we strongly encourage discussion of these issues
among the Parties in Buenos Aires and strive for progress on developing céuntry
participation. We will encourage developing countries to see that it is in their interest to
take committed action and to view the Conference of the Parties as a venue to work

together to address climate change responsibly, so that it promotes their sustainable

development. ‘

November’s international negotiations on climate change in Buenos Aires will not

have the glamour and novelty of Kyoto. But they can advance the tough work needed to
make Kyoto’s remarkable promise a reality. We hope to get beyond rhetoric and
ideology and shape the tools needed to get the job done for the benefit of all.

Thank you.
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Emissions trading is good for the world economy and the environment

n November 2 in

Buenos Aires, the

parties to the

agreement on
global clinfate change
reached in Kyoto last
December will gather to pur-
sue the hard work of filling
in the blanks to that historic
accord. But a controversy
over how to implement
critical market-based provi-
sions negotiated last year
threatens to disrupt the
steady progress that should
be everyone’s goal.

The Kyoto protocol sets
ambitious targets for devel-
oped countries to reduce
their ‘greenhouse gas emis-
sions, which most scientists
believe are causing higher
temperatures and disrupting
the world's climate patterns.
Preserving a stable and hos-
pitable climate will require a
sustained commitment to
reduce emissions over time.
That it why it is so impor-
tant, right from the start, to
focus on how countries can
meet their targets at the low-
est possible cost.

This link between ambi-
tious environmental targets
and low-cost implementation
was centrai to the success of
the Kyoto negotiations. In
the protocol, parties agreed
that countries may meet
their targets through a com-
bination of domestic and
international actions, includ-
ing “emissions trading”.
This is a market mechanism
that promotes cost-effective
reductions by allowing coun-
tries or companies to trade
emissions allowances. With-
out this flexibility, it simply
would not have been possi-
ble to take on targets as
ambitious as we agreed to in
Kyoto.

Unfortunately, many coun.
tries and organisations most
passionately committed to
solving the problem of cli-
mate change are, in our
view. mistakenly opposed to
emissions trading or deter-
mined to place - counter-
productive restrictions on it.
If this view succeeds, it will
dramatically increase the
costs of protecting our envi-
ronment and imperil many
countries’ ability to go for-
ward with Kyoto.

Emissions trading is the
key to strong targets
because it makes possible

the largest greenhouse gas
reductions far each availahla
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dollar. mark, pound, franc,
or yen. In America’s acid
rain emissions trading pro-
gramme, every emitter must
have an allowance for each
ton of sulphur dioxide it
emits. For some emitters,
the cost of cutting a ton of
emissions is many times
greater than for others.
Those who find the cheapest
ways to cut emissions are
tangibly rewarded, because
they can sell any allowance
they do not need to others
that face higher costs.

The results speak for
themselves. US acid rain-
causing emissions are being
cut ahead of schedule at 50
per cent of the expected cost.
bringing cleaner air to mil-
lions of Americans. Econo-
mists of every stripe agree
that the costs of reducing
greenhouse gas emissions
for all countries - not just
the US - will be dramatic-
ally lower with an efficient
trading system. Within the
European Union alone. mea-
sures to control greenhouse
gases are as much as siz
times more expensive in
some countries than in oth-
ers, according to European
private sector analysts. The
cost differences are even
greater when looking at all
industrialised countries, and
greater still between devel-
oped and developing coun-
tries. Trading gets the incen-
tives right by encouraging
cuts where they can be
achieved at the lowest
cost.

Of course, emissions trad-
ing is not a substitute for an
aggressive national commit-

ment to controlling green
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just one tool for carrying out
such a commitment. The US
has been pursuing nearly 50
programmes to reduce emis-
sions and improve energy
efficiency since 1993, the
year after it ratified the orig-
inal climate change treaty.
In October last year, Presi-
dent Bill Clinton proposed a
significantly stepped-up
effort, including $6.3bn over
five years in tax incentives
and R&D to cut carbon diox-
ide through increased
energy efficiency and renew-
able energy, and to reduce
the other greenhouse gases.
In the recently completed
budget negotiations, the
president secured a 25 per
cent increase in climate
change investments over
last year's total.

The US plan also includes
restructuring the electricity
industry to provide market
incentives for renewables
and increased efficiency;
consultations with industry
to develop sector-by-sector
plans to reduce emissions:
an aggressive plan to
improve the federal govern-
ment’s own use and procure-
ment of energy; and ulti-
mately, after US ratification
of the Kyoto protocol, a
greenhouse gas emissions
trading programme based on
our acid rain experience.

We recognise that many
people have questions about
how emissions trading can
be made to work internation-
ally. Some are concerned
about weaknesses in
national and international
institutions to measure emis-
sions and ensure compli-
ance. That is why the US is

Lt o

international trading system
of the highest integrity, with

strong incentives for compli- -

ance. In fact, the US is

already working with a num- -

ber of developed and devel-
oping countries to help

strengthen their capacity to -

measure emissions and par-
ticipate in an emissions trad-
ing system with high stan-
dards

Others have argued for

limits on how much of a
nation’s Kyoto target can be -

met through international
emissions trading. This is a
deeply flawed idea. Limits
on trading would greatly
increase administrative
costs, be exceedingly diffi-
cult to implement, and gen-
erally make it much more

expensive to address climate

change

In fact, the adverse impact -
would be even greater in

Europe than in the US:

restrictions currently pro- -
posed by some governments

could well double carbon

allowance prices in the US .

and triple those allowance
prices in the EU - without

providing any reductions in -

worldwide greenhouse gas

Cut-prlce emissions  'o/zijas

emissions beyond the targets -

established in Kyoto. Limit-

ing trading will make any

given amount of emissions
reductions cost more. It

makes little sense to waste )

resources at a time of uncer-

tain growth prospects in the

global economy, nor to limit

the potential of emissions .

trading to spur investment

and innovation and to

expand job opportunities.

We owe it to future gener-

ations to protect them from .

the damaging effects of cli-

mate change. That is why it *

is vital that Buenos Aires
build on the momentum gen-

erated at Kyoto. The best -

way to protect the environ-

ment is to provide the right |
economic incentives and, by

so doing, get the fastest,

deepest reductions at the -

lowest possible cost. Let us
work together, do this right,

. s

and take good care of both °
the world's environment and s

its economy.

Carole Browner is the admin-

istrator of the US Environ- '

mental Protection Agency.
Stuart Eizenstat is US under-

secretary of state for eco-'
nomic, business and agricul- -
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“Climate Change: Taking Stock”
By Todd Stern

This past year the world has made important progress in mobilizing to confront the threat
of global warming, one of the great environmental challenges of the 21st century. Now, as the
160 nations that negotiated last year’s landmark Kyoto Protocol gather in Buenos Aires for the
next round of talks, it is fitting to take stock of how far we have come and how far we still have
to go.

The United States is heading into Buenos Aires with significant momentum thanks to
President Clinton’s success in securing over $1 billion for his climate change technology initiative
for tiscal year 1999, a 25% increase. This funding will support research and development in
energy efficiency and renewable energy -- investments that will reduce greenhouse gas emissions,
create jobs, and save money for consumers and business. The Administration also succeeded in
deteating a series of anti-environmental riders, including a gag order that sought to bar us even
trom educating the public about climate change.

Still more encouraging are the constructive developments in the private sector, where a
growing number of businesses are publicly recognizing the threat of climate change and the need
for precautionary action. For example, the 18 members of the Pew Center’s Business
Environmental Leadership Council have explicitly called for prompt action to reduce greenhouse
gases emissions. Recently, British Petroleum, Shell, United Technologies and IBM have
announced specific numerical commitments for reducing their emissions. And just last week,
General Motors, Monsanto, BP and the World Resources Institute jointly declared that there are
real business opportunities for corporate leaders who act early to reduce the risk of climate
change. This growing receptivity on the issue has been reflected as well in the Administration’s
own consultations with U.S. industry on how, with government support, they can take effective,
voluntary action to reduce emissions.

The past year has also produced important new scientific findings -- including new
analyses of tree ring, ice melt, borehole and satellite data -- reinforcing the consensus that human
activities are starting to disrupt the Earth’s climate. And it has been a year of truly extraordinary
weather. Last year was the hottest on record, and so far 1998 has been even hotter. Meanwhile,
El Nifio offered us a troubling window on the kind of extreme weather that global warming may
bring: drought-driven fires in Indonesia, the Amazon, Florida and Mexico; droughts followed by
tloods in Texas; and ruinous floods in China and Bangladesh.

On the international front, last December’s Kyoto Protocol was the seminal event of the
year. By agreeing to cut their greenhouse gas emissions, the world’s leading economies took an
historic step forward in addressing global warming. Thanks largely to the efforts of the United
States, the Protocol takes a flexible, market-based approach that will allow emissions to be
reduced in ways that make the most sense both environmentally and economically. This flexible
approach includes emissions trading, and the new “Clean Development Mechanism,” under which
industrialized companies can undertake clean energy projects in the developing world and share



the resulting emissions credits with the host countries. These provisions will help the world
reduce emissions at the lowest cost, ensuring that we get the biggest environmental bang for the
buck. The Protocol also contains provisions that protéct our national security, ensuring that our
Kyoto targets will in no way constrain the activities of our military forces.

Despite significant progress, we still have a long way to go. Diplomatically, important
work remains on the flexibility measures, the way to treat carbon-absorbing “sinks” (such as
forests), developing country participation, and compliance. What we need in Buenos Aires is not
a great leap forward, but steady, solid progress that can begin to turn the Kyoto Protocol into
reality. The United States delegation will work to advance our positions in all these areas.
Among other things, we will continue to press for meaningful participation by developing
countries, and we will resist efforts by some to limit a country’s right to engage in emissions
trading or make investments in developing countries under the Clean Development Mechanism.
Such limitations would accomplish only one result -- making the reduction of greenhouse gases
more expensive for everyone. In a world where there is limited capital to deal with an array of
profound challenges, it makes no sense to deliberately design a system that makes reducing
carbon emissions more expensive than it needs to be.

As we look past Buenos Aires to the year ahead, the Administration will be working on
new domestic efforts to spur development and broader use of clean energy technologies and will
continue engaging with private industry to achieve better energy efficiency and reduce greenhouse
gas emissions. And we will strongly support efforts to ensure that U.S. companies earn credit for
early actions to reduce their emissions.

The threat of climate change has been decades in the making and it will take many years to
solve. But with our best science and technology, smart market-based solutions and, most of all,
tirm political will, we can get the job done. President Clinton’s balanced approach to the
challenge of global warming will allow us both to maintain a growing economy and protect the
environment.



